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Case for the defence 


A more one-sided article than THE STH 
COLUMN by Brian Cloughley [REVIEW, 
7 Apr.] would be hard to come by. He 
manages to dismiss all of the perceived 
threats to India’s security as being 
merely imagined (or at least over- 
blown) while at the same time he plays 
up the supposed threat from India to 
other counties in the region. The thrust 
of his argument — that a navy engages 
only another navy in conflict and that 
since India Toes not face an immediate 
naval threat (according to him), it does 
not need a navy — is untenable. 

In the event of a two-front conflict 
-With Pakistan and China, India would 
expect its navy to relieve some of the 
pressure on its land and air forces (wit- 
ness the effectiveness of the combined 
air-sea attack by India on Karachi har- 
bour in 1971). He dismisses India's 
statement on the need to defend its 
long coastline and large economic zone 
as being the “conventional line" — as if 
that makes it less than true. There is not 
à word about India's extensive offshore 
oil exploration efforts and the vulnera- 
bility of these sites to air attacks. Much 
is made of India's surface-to-surface 
missiles without mention of China's 


ICBMs which can strike Indian terri- 
tory. While admitting that China's 


| navy is many times larger than India's. 


| Cloughley claims that the political im- 


plications of a Chinese presence in the 
Indian Ocean (one wonders if he in- 
cludes the Andaman Sea in this) would 
be "enormous." That is hardly a con- 
vincing argument — all armed conflicts 
have inevitable political consequences. 
Similarly, he informs us that the US is 
"unlikely" to despatch its warships to a 
possible subcontinental combat zone. 
Apparently, he believes that such politi- 
cal sagacity is limited to Pakistan, China 
and the US and that India is the only 
country "intent on projecting power for 
its own sake." 

It might be relevant to point out in 
this context that India's government — 
unlike those of either Pakistan or China 
— is directly answerable to public opin- 
ion, and that the Indian armed forces 
are the only armed forces in the region 
that wield no political power. It is hardly 
likely that Indian public opinion would 
countenance the shedding of Indian 
blood unless there was a very clearly 
perceived national interest involved 
| orthere was a grave provocation. 

It is interesting that Cloughley is an 
Australian. Although he does not men- 





| Clemson, South Carolina 





tion Australia in the article, the l&ide 
noises regarding the Indian Navy have 
been made by Australians. If India's | 
perceived threats from its immediate 
neighbours are mere flights of faney, 
what is one to make of Australia’s ene 
distance paranoia? To underestimate 
the intelligence and political maturity of 
the Indian people, as this article does. is 
not a smart thing to do. 


Sridhar Pingal Ag 


Different department 


The article Power to the centre [REVIEW, 
14 Apr.] mentions the appointment of 
S. R. Nathan as Singapore's high com- 
missioner to Malaysia and attempts to 
link it with the recent arrests under the 
Internal Security Act in Malaysia. 

The ISA is under the purview of the 
Interr&] Security Department. Nathan 
was nevet fhe director of this department 
He was at one time director of the securi- 
ty and intelligence division of the Minis- | 
try of Defence, which has no role in the 
administration of the ISA. Michael Cheok 

Press Spokesman 
Ministry of Foreign Affairs 


SiMgapore 


Te claim that Vincent Cheng and his 
fellow 21 detainees are *Marxists" re- 
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mains baffling. Various Singapore off | 
cials linked the ideas of the 22 with Mal- * 
colm Caldwell. Caldwell, however, was * 
following a theory of “dependency” de- 
veloped originally by sindré Gunder 
Frank. Various Marxist theorists in due 
course demonstrated that dependency 
theory was inconsistent with arn. 
albeit after Caldwell’s career had 
ended, and Gunder Frank declared his 
own theory to be "dead." 

When à MP asked Chiam See Tong 
to "give evidence" that the detainees 
were “not Marxists,” page$ of scholar- 
ship in learned journals from an 
academic's personal library could have 
been provided. As the MP challenging 
Chiam in this manner was political sci- 
entist Lau Teik Soon, one could easily 
interpret his ipee as pointing to a sen- 
sible approach for laying the charges to. 
rest. Indeed, this option is still open. 
Honolulu Michael Haas 


Magnanimous hosts 


I refer to Jusuf Wanandi's STH COLUMN 
[24 Mar.]. First, it is true that there is a 
prohibition against re-election of the 
president under the 1987 constitution, 
but the point that this prohibition 
applies to Corazon Aquino is not ac- 
curate. It is the prevailing argument in 
the Philippines that Aquino obtained 
power through revolution and not by 
virtue of the results of the 1986 snap 
presidential elections. It was, in fact, 
through the exercise of revolutionary 
powers that she did away with the 1973 
constitution. As it is, there is no legal 
obstacle to our suffering her popular- 
for another seven years after 


litary forces for almost a century now, 
albeit unhappily, especially when we 
see the great reluctance on the part of 
our Asean neighbours to take on direct- 
ly, if not share, a part of the burden. 
Our people have long analysed the eco- 
nomic, political, and social costs of such 
magnanimity and we have come to the 
conclusion that they are unacceptable. 

Stuttgart Samuel R. Matunog 


Stopping the rot 


In FOCUS on Hongkong [7 Apr.] you 
complain about the exodus of public of- 
ficials into the private sector of Hong- 
kong, visualising this syndrome as being 
p of the rotting apple which is now 

ongkong. You refer to the “distress- 
ing tendency of retiring civil servants to 
accept lucrative local appointments, 


me-a.: e> ua nnana 











belt to 
battle 
All you'll need is VISA 
Because VISA is the only card 
that will be accepted at the 1988 
| Summer Games, as you might 
| 
| 


watch the champions 


| YOU WON'T NEED a black 


jut this summer in Seou 


expect from the world's most 


epted name 
And you ll find it just as widely 
| accepted outside the Games; not 


| just in the heart of Seoul, but 


throughout Korea 








Wellgetyou into 
the Olympic finals 
without a fight. 


| m 
VISA 
po 


| 500 i 





| 


OST WIDELY ACCEPTED NAME IN THE WORLD 





Whethe 
expl re 
ncient 
or simp 

rear 
nat V 
ompar 

So d 
VISA ca 
Che ] 
vame 

T 
ol 


Its everywhere you want to be. 








ant to 
ne ne worid r 
nd nating civilisati 
njoy the delights of 
Jé e, ye find 
Al deal travellir 
on 
r torget t« 
d and VISA T le 
te ORR G 
D way 
g SUNG 








often in jobs in which their former 
careers could be of direct and lucrative 
value...” 

While agreeing wholeheartedly that 


— officials — using the term 
roadly tofinclude judges, chairmen and 
members of quasi judicial tribunals, etc. 
and legal officers in the public sector — 
sould. not allow themselves to be led 
into conflict of interest situations 
thereby raising the suspicion that they 
are penchino at the expense of the pub- 
lic interest, I would abjure the rather 
facile attitude you adopt to a controver- 
sial and difficult question. By using the 
broad-brush approach in one fell swoo 
ou leave out of consideration the fol- 
owing countervailing factors: 
> The independence of judicial offi- 
cials, and the neutrality of civil servants 
or bureaucrats: if such persons are made 
to feel that they are shackled to the pub- 
lic sector then there would be a human 
tendency for the average individual — 
leaving aside the minority of strong per- 
sonalities imbued with a strong sense of 
professional integrity — to regard them- 
selves as being beholden to the govern- 
ment. For example, a judge who knows 
that he can retire into some form of pri- 
vate practice, or resign to like effect, is 
more likely to cultivate an independent 
and impartial attitude. Perhaps you sus- 
cribe to the wholly idealistic but unfor- 
tunately unrealistic view that as the 
rule of law is conceived in heaven there- 
fore the question of independence of 





judicial officials can be safely preserved 
in cold storage on this earthly planet of 
ours! 

British judge Lord Devlin in a lec- 
ture in 1976 said: “In our own country 
the reputation of the judiciary for inde- 
pendence and impartiality is a national 
asset of such richness that one govern- 
ment after another tries to plunder it.” 

I do not know of any law or rule of 
etiquette preventing a judge from going 
into any form of private practice in Bri- 
tain. What I am saying of course applies 
in regard to the neutrality of civil ser- 
vants who being non-professionals are 
even more circumscribed in their free- 
dom of choice. 

» The solution, however, lies not in 
imposing blanket disapproval but in en- 
forcing the law against corruption, and 
the disciplinary regulations forbidding 
conflict of interest. The rot in the apple | 
lies in the loss of moral nerve and politi- 
cal will in proceeding against those pub- | 
lic officials who have compromised their | 
official integrity while in the public sec- 
tor so as to gain private advantage and 
entry into the private sector by way of a 
tacit bargain of “you scratch my back 
and I'll scratch yours.” Do you then | 
think it fair to penalise those officials of 
integrity who may wish to be rid of dis- 
honest or oppressive colleagues, or wish 
to sample a less restrictive and perhaps 
more varied vocation by leaving the 
public sector? 

> The rot can only be stemmed if the 








people of M etsi orientate their at- 
titude towards being a more caring and 
responsible society which does not at- 
tract people like the Sin Mah Lo Chin 
(Singapore and Malaysian swindlers). 

In your otherwise e&cellent leader 
article you have accurately pin-pointed 
the moral crisis that Hongkong is now 
going through. Hongkong is now at the 
crossroads and the unhappy day has ar- 
rived when the belongers of Hongkong 
have to undergo consciously and even 
engineer a metamorphosis from a free- 
wheeling, free-market economy to a 
disciplined free-enterprise economy. 
Perhaps the attempts to police the go- 
ings on in the City of London's financial 
sector will provide useful lessons to 
Hongkong. 
Malaysia 'Amicus Hongkong' 
I enjoyed reading your long and com- 
prehensive survey on Hongkong [7 
Apr.]. However, I cannot agree with 
your reporter, Philip Bowring, that 
Hongkong is Britain's "last significant 
colony." 

Unlike Hongkong, Gibraltar has an 
elected government with a large mea- 
sure of autonomy in internal matters 
and a constitution which guarantees 
that Britain will respect our wishes. 

Our refusal to consider a transfer of 
sovereignty will ensure that long after 
1997, Britain will still have a significant 
colonial hangover. 


Tokyo Guy. D. Canessa 
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“My Rolex will be my life-long partner.” 


[Itwasa cold January in New 
York in 1976 when the bright 
lights of international stardom 
SO 7 . . 
first shone on Yoko Morishita. 
In its review of her incredible 
performance with the American 


Ballet Theatre, The New York 
Times ventured a prophecy. 
"Perfect positioning, impecc ‘able 
balance - her every gesture 
guarantees Yoko Mor shite 
destiny as a classic al ballerina.’ 
Today the international ballet 
world is indeed aware of Yoko 
Morishita. She has now danced 
with such brilliant partners as 
Fernand Bujones, Jorge Donn, 
Balee Inharm and the great 
Rudolf Nureyev. Such classic 
pairings are a measure of Yoko 
Morishitas super -b technique, 


Ww thich i 1S winning her an ever- 


* THE ROLI 


X LADY-DATEJUST CHRONOMETER WITH TRIDOR BRACELET. EN 


growing following. 

Though gifted with enormous 
natural talent, Yoko Morishita 
disdains terms of adulation such 
as “genius”. . She sees the attain- 
ment of perfection as a str uggle 
of ceaseless effort, unwavering 
intensity. 

“I wear out a pair of toe shoes 
every day, she says. “Human 
muscles have a short memor y, SO 
daily practice is important to 
me. If I miss one days practice, 
[ notice the slack. If I miss two 
days, my partner notices. If I miss 


three days, the audience notices.’ 


Before every performance 
Yoko Morishita asks someone 
in the wings to give her a quick 
critique. In this way her efforts 





I8CT. WHITE, PIN 


to improve extend into her actu- 
al performance. It was dedica- 
tion of this order that made her, 

in 1985, the first Japanese to win 

what is considered the highest 

honour a dancer can receive — 

the Laurence Olivier Prize. 

But even this, the most prized 
of her awards, only inspired 
Yoko Morishita to become even 
better. 
to work with excellent dancers,’ 
she said. “It's a very good way 
for me to improve. 

Yoko Morishita has another 
partner, not mentioned in the 
programmes: Rolex Lady- 
Datejust. “This watch does not 
merely keep time, it is also ex- 
quisitely g graceful,’ she Wy 


told us. “lt will be 


my partner for life” ROLEX 


of Geneva 


“I hope that I continue 


her 
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he removal of the European Community’s remaining 
internal trade barriers in 1992 will create the single 

biggest market and trading bloc in the world. But it is likely 
| to be a more self-sufficient and self-centred Europe — a 
Fortress Europe with a tough trade and investment policy. 
Asia’s exporters are likely to be faced with community- 
wide quotas and demands for reciprocal access. And EC 
investment, once destined for Asia, may be diverted to 
-low-cost southern Europe. International finance editor 
| Anthony Rowley and REVIEW correspondents assess the 

likely global impact of Europe's single market and look at 


| the challenge 1992 poses for Japan and Asia's newly industrialised countries. 


Page 127. — Cover illustration by Ricky Hui. 














Page 14 

President Roh's ruling party loses 
its majority in the South Korean Na- 
tional Assembly in elections which 
threaten political turmoil. 


Page 15 

In the French Pacific territory of New 
Caledonia, militant Kanak sepa- 
“ratists’ demand for independence 

takes a violent turn with the killing of 

four policemen and holding 26 as hos- 

tages. 


| Page 16 

| The Singapore Government orders an 
| inquiry into allegations by ISA de- 
| tainees of torture and claims further 
evidence of their links with the Com- 
| 
| 





munist Party of Malaya. 


Page 23 

Chinese and Vietnamese troops 
square off over the Spratly Islands as 
other countries in the region, which 
also have claims to the islands, look 
on from the sidelines. 

Page 36 

Papua New Guinea Prime Minister 
Wingti fails to form a coalition govern- | 
ment with opposition leader Somare. 


Page 38 

The Philippine Senate prepares a bill 
that would ban nuclear weapons from 
the country, but passage in the lower 
¿house is unlikely. 


e agrees to allow Vietnamese 
boat people to land again, softening | 


* 


| 

1 
- its recent policy of pushing back to | 
sea bici S, 


| 
| 
| 
| 
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Page 115 

Thailand's foreign-investment boom 
spawns by accident rather than de- 
sign an array of the component mak- 


i ers needed to deepen and broaden 


the country's industrial structure. 


| Page 116 


Foreign governments urge Tokyo to 
open up its bond markets, but remain 
wary of changes which might in- 
crease the dominance of Japan’s big 
securities houses. 


Page 118 

Seoul dismantles foreign-exchange 
controls and encourages overseas in- 
vestment in a bid to dampen inflation- 
ary pressures caused by its trade 
surplus. 


Page 120 
Hongkong again defers a decision on 


cable TV as one of the franchise con- | 


tenders, tycoon Li Ka-shing's group, 
steps up its bid to break Cable & Wire- 
less’ telephone monopoly. 


Page 122 
Kuala Lumpur and Bangkok avert a 
damaging trade dispute after Thai 
| fishermen agree to use plastic crates 
| for exporting their catches to 
| Malaysia. 


| Page 140 

Ailing Philippines copper producer 
Marcopper Mining shuts down its 
mine after the government orders it to 
| stop dumping industrial waste. 


Page 141 

Capital flight from Malaysia acceler- 
ates sharply as anxiety mounts over 
the restructuring of ownership under 
the country's New Economic Policy. 


Page 142 g 

| Forty-eight developing countries 
agree to set up their own system of 
trade and tariff concessions. 
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Sinhalese rebels 

attack airbase 

Militant rebels of Sri Lanka's 
majority Sinhalese ethnic 


group attacked the country’s 
main air force base 24 km north 
Colombo on 22 April, killing 
fobs air force personnel. Six re- 
bels also died while 12 others 


* were captured. The rebels 


were said to be members of the 
Janatha Vimukthi Peramuna 
(JVP), which opposes the 
Indo-Sri Lanka accord under 
which more autonomy will be 
granted to the minority Tamils. 

The Tebels who escaped, 
carried off at least 28 Chinese- 


|; made T56 light machine guns. 
|. Investigators 
.Some air force men who they 


have arrested 


believed were in collusion with 
the JVP. The airbase assault 
came six days before the 28 


April provincial council elec- 
tions and has shaken the gov- 
ernment, which had been con- 
'fident that it was breaking the 


back of the JVP's southern in- 
surgency. — Manik de Silva 


_Laos to hold first 


general elections 
Laos will hold general elections 
on 26 June, the first since the 
communists took control of 
the government in December 
1975, the state newsagency re- 
ie on 25 April. Vientiane 
adio said on 20 April that 
Laos' Supreme People's Coun- 
cil (SPC), the nominal national 


. assembly, has "passed and en- 


dorsed" a foreign investment 


act and laws governing the 


election of representatives to 
the SPC and local people's 
committees. 

Recent visitors have been 
told a draft foreign investment 


: law will be circulated soon. Of- 


ficials say that the newly 
elected SPC in early 1989 will 
ratify the law, and the SPC will 
also approve Laos' first con- 
stitution and penal code since 
1975. — Murray Hiebert 


Mujahideen claim 

capture of towns 

Mujahideen fighters opposed 
to Soviet and communist Af- 
ghan forces have reported the 
capture of the garrison town of 
Barikot in the Kunar valley, 
which runs parallel to the Pakis- 


tan border northwest of Pesha- | 


war. Two other garrisons, 
Maruf in Kandfhar proynce 


Although the resistance 
says it captured the garrisons 
after fighting, Kabul com- 
munist leader Najibullah said 
they had been "evacuated" to 
create a demilitarised zone 
along the Pakistan-Afghanis- 
tan border and to allow the re- 
turn of refugees after the re- 
cent signing of the Geneva ac- 
cords for a phased withdrawal 
of Soviet troops. 

— Husain Haqqani 


Thai army commander 

announces retirement 

Thai army commander Gen. 
Chaovalit Yongchaiyut an- 
nounced on 22 April that he 
would tender his resignation on 
1 May and stand down on 27 
May. There was little surprise 
iw angkok, because Chaovalit 


- 








|Paniang: offer. 





had said he would stay only two 
years in the post when he was 
appointed in May 1986. 
Political observers believe 
Chaovalit will be asked to stay 
on at least until September, 
when the annual reshuffle of 
senior military officers takes 
place. After Chaovalit’s an- 
nouncement both Defence 
Minister Paniang Karntarat 
and Interior Minister Prachuab 
Suntharangkul offered to re- 
sign to make way for the pow- 
erful army chief, but Chaova- 
lit’s political future remains un- 
clear. — Rodney Tasker 


Taiwan grants mass 

amnesty to prisoners 

Taiwan on 22 April began 
freeing 6,000 prisoners in an 
amnesty to mark the 100th day 
since the death of former presi- 
dent Chiang Ching-kuo, who 
died in January. Another 
16,000 had their sentences 
commuted to shorter terms. 
Hoygver, many of those con- 
vid on sefütion and pro- 
communist charges were 
excluded, and fewer than 30 





and Atgar in Zabul, Bave also | | ipe prisoners are expected 


beentakenbyresm&tance qe 
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benefit.  — Shim Jae Hoon 
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i tainer on 20 June, 
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New Shanghai mayor will 
seek foreign investment 


| Shanghai’s new mayor, Zhu 


Rongii, has pledged to cut red 


BUSINESS __ 
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| New Zealand radio, TV 


opposed it. The biggest fine — 
Won 905 million — was assess- 
ed against Yukdhg Oil. 

— Mark Clifford 









to be partially freed 


New Zealand's government- 


tape in a bid to attract US$10 | dominated broadcasting sys- 


billion in direct foreign invest- 
ment. Once China's dominant 


| industrial centre, Shanghai has 
lagged many coastal provinces | 


in recent years (REVIEW, 21 
Apr.). Zhu, 60, was formerly 
of the State 
Economic Commission with 


| special responsibility for tech- 
| nological 


upgrading in in- 
— Robert Delfs 


Shippers set charge for 
Bangkok port congestion 
A special Bangkok port-con- 
gestion surcharge has been set 
by the members of the confer- 


dustry. 


| ence governing cargo out- 


bound for North America, 
Anera. The charge, US$190- 
315 a container, stems from 
problems caused by the alleg- 
edly inefficient government- 
designated crane company 
monopolising container load- 
ing at the port (REVIEW, 21 
Apr.) The charge will rise 
further to US$265-445 a con- 
and to 
US$340-570 on 20 July. 

— Paul Handley 


| Australian trade figure 


in sharp turn for worse 
days after Australian 
Treasurer Paul Keating an- 


inounced that “an Australian 
| miracle" was in sight, he was 
| brought up short by figures | 


showing a March current-ac- 
count deficit of A$1.18 billion 
(US$893.9 million). That com- 
pared with February's A$802 
million and $A919 million in 


| March 1987, and was the worst 
| for five months. Keating and 
| Prime Minister Bob Hawke in- 
| dicated that the May mini- 
| budget will not include tax cuts 


| and will call for continued wage 





restraint. — Michael Malik 


| South Korean oil firms 
| fined for price-fixing 


| South Korea’s six oil refineries 


were fined Won 2.1 billion 
(US$2.8 million) for price-fix- 
ing. after a ruling by the Fair 
Trade Commission that they 


| had run an illegal cartel for the 
past five years. The six were 


apparently caught in a policy 
struggle between the Energy 
Ministry, which had approved 
the arrangement, and the Eco- 
nomic Planning Board, which 


| 
| 


| 
| 
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tem will be largely deregu- 
lated, Minister of Broadcasting 
Richard Prebble said on 26 
April. The government will re- 
tain the two existing TV net- 
works and some of its four 
radio networks. Otherwise, 
entry to both fields will be 


| open, subject only to foreign- 


ownership rules and frequency 
allocations. There will be no 
restrictions on satellite or cable 
services. — Colin James 


Japan to convert pre-1978 
Burma loans into grants 
Japan said on 21 April that it 
would convert Y72.2 billion 
(US$578.9 million) of Burma's 
3256.7 billion in debt to Japan 
into grants. The loans involved 
were made prior to 1978. The 
Japanese said the move was in 
accord with a 1978 UN resolu- 
tion calling on industrial coun- 
tries to increase official deve- 
lopment assistance to less-de- 
veloped countries — a status 
recently given Burma. 

— A Correspondent 


French company given 
Taipei rail contract 

France's Matra Transport has 
won à preliminary contract to 
supply NT$5 billion (US$174.8 
million) worth of equipment 
for Taipei's medium-capacity 
transit system (MCT), the city 
said. The above-ground 12-km 
MCT is part of a four-line 
mass-transit system being built 
over 10 years. The other three 
lines will be "high-capacity" 
rail operations, press reports 
said. Contracts for civil-en- 
gineering work have yet to be 
awarded. — Shim Jae Hoon 


Jakarta debates tax on 
time-deposit interest 
Indonesian bankers and busi- 
nessmen are debating a gov- 
ernment plan, deferred since 
1984, to tax interest on time de- 
posits. Probosutedjo, deputy 
chairman of the Indonesian 
Chambers of Commerce and 
Industry, said Jakarta should 
move carefully, because such a 
plan could cause capital flight. 
Supporters, however, say it 
would boost the tiny local stock- 
market, as it would put shares 
and time deposits on an equal 
footing. — — A Correspondent 
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FISHING ANYONE? 
Malaysia intends to set up a fishing 
base on Teruthbu Layang Layang 
(Swallow Reef), one of the 11 atolls 
over which it claims sovereignty in the 
disputed Spratly Islands group in the 
South China Sea. The base is 


} Holdings and will reinforce 
<| Malaysia’s claim to the island and 
.| fishing rights in a 200-nautical mile 
<| ‘exclusive economic zone around it. 
 Terumbu Layang Layang is about 200 

km northwest of Sabah and was 
claimed officially by Malaysia in 
December 1979. Troops were landed 
in September 1984 after Vietnam 
occupied nearby Amboyna Cay, 
which is also claimed by Malaysia. 


| CHANGING FORM 
President Corazon Aquino's 
government has circulated a draft bill 
to create a national police force, 
which may accept up to 75% of those 
now enrolled in the Philippine 
Constabulary (PC), a paramilitary 
force of about 45,000 men. The bill 
gives substance to a constitutional 
provision which envisages phasing 
^. |. out the PC, as well as more sharply 
. |. separating police and military 
functions. A likely inducement to 
lure PC men into the new force is to 
| extend by five years the current 
-. | provision for compulsory retirement 
-after 30 years’ service. But problems 
-of local control are unresolved — the 
government wants the country's 
1,570 or so local mayors to have some 
command role, but it is also resisting 
granting any powers to local officials 
to make appointments. 











expected to be developed by Shapadu | 


| jet to the South Korean air force. The 























NEW CONTENDER 
The European-built Tornado fighter 
is now regarded by US defence 
contractors as a serious contender in 
the competition to supply a combat 


competition was once almost 
exclusively between the US-made 
General Dynamics F16 and the 
McDonnell Douglas F18. The 
Torando is co-produced by British 
Aerospace, West Germany's 
Messerschmidtt and Air Italia. 
British Aerospace already has links 
with Daewoo Heavy Industries, and 
visits this year by its chairman, Sir 
Raymond Lygo, and British Defence 
Secretary George Younger, have 
fuelled speculation surrounding 
South Korea's decision, expected 
early next year. 


REPORT DELAYED 

The release of 

the report of 

a Burmese 

Government- 

appointed inquiry 

commission set up 

to look into the 

death of a student 

during the March 

riots in Rangoon, 

has been 

postponed a 

month until 17 May. This could 

spark more unrest in Rangoon 

as the schools, which are now 

closed for summer holidays, will 

open again on 9 May. Burma's leader 
e Win, now in West Germany and 

expected back at the end of May, 

has ordered his security forces to 








| development has put the villagers ii 
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deal with any unrest duringhis © 


absence. 


DOMESTIC LURES 
Hongkong merchant bank Jardine 
Fleming has completed the first draft. 
of a report for the Manila-based Asia 
Development Bank, advising on 
mobilising capital in the Philippines: 
and proposing ways to regulate the // 
Philippines’ securities markets. The? 
report argues.the need for more n 
equity funding, both as a means of _ 
converting debt to equity and of | 
financing economic growth. It urge 
the Philippine Government to _ 
introduce incentives to use equit 
finance, such as easing taxes to attr: 
domestic capital into equities: 
poten abe ic domestic investment in 
equitfes is important if restrictions on 
the forefgn Acquisition of control o 
Philippine companies are to contin 


POWER VACUUM : 
The Khmer Rouge is trying to fill 
power vacuum in a remote area of | 
western Cambodia, which was left by 
a scaled-down Vietnamese presence |. 
there. After Vietnam’s partial troop 
withdrawal in January from areas 
close to the Thai-Cambodian border, 
Khmer Rouge cadres are said to have 
been active in Battambang and Siem - 
Reap provinces near Tonle Sap (the 
Great Lake), exhorting local villagers 
to take part in political meetings and 
demanding food from them. This 


* 








dilemma, as they fear reprisals from 
the Vietnamese-backed Phnom Pen 

authorities should they cooperate 
with the Khmer Rouge. : 
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AFGHANISTAN 

The Afghan army abandoned a border 
garrison to Muslim rebels to strengthen its 
lines of defence before the Soviet withdrawal 
starts in May, Western observers in Is- 
lamabad said (24 Apr.). 


CHINA 

Hainan Island, formerly a part of Guang- 
dong province, celebrated its upgrading to 
provincial status (20 Apr.). 


HONGKONG 
Officials of the Basic Law Drafting Com- 
mittee turned down calls for an urgent dis- 


mittee to advise on the amendment and in- 
` terpretationofthe mini-constitution (26 Apr.). 


*.] INDIA 

... Sikh separatists shot dead nine people in- 
cluding a state Congress party leader in Pun- 
jab, the Press Trust of India reported (24 


Loe 
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cussion on the formation of a sensitive com- | 





JAPAN 

ED Foreign Secretary Raul Man- 
glapus held talks with Prime Minister No- 
boru Takeshita in Tokyo (20 Apr.). The Na- 
tional Police Agency asked Interpol to arrest 
26 suspected members of the Japanese Red | 
Army in an effort to prevent further acts of 
terrorism by the group, an official said (27 
Apr.). 


NEW CALEDONIA 

Melanesian Kanak separatists killed four 
people and took 27 policemen hostage in an 
attack on a police post on the eve of the 
French presidential first ballot and local 
government elections (22 Apr.). French 
“loyalists” took control of all four territorial 
governments in the face of an almost com- 
plete boycott of elections by Kanaks, while 
11 of the hostages were released (24 Apr. TA 
17-year-old Kanak girl was killed and seven 
policemen injured in fighting near Noumea 
(25 Apr.). Moves were made to evacuate 150 





settler families sheltering from Kanak repris- 






als in a police post 200 km north of Noumea : 
(26 Apr.). . k 


PHILIPPINES 

About 10,000 leftist protesters marched 
on Manila demanding huge plantations be- 
broken up for the distribution to landless: 
farmers (21 Apr.). Suspected communist as- 
sassins shot dead a policeman in Manila (24 
Apr.). 


SOUTH KOREA » 
Thousands of riot police were deployed x 
across the country to curb growing election. // 
violence as gangs attacked offices of political | hr 
parties and students fought with police (22... 
Apr.). The ruling Democratic Justice Party: | 
noA of the national assembly in elec- - 














tiom 26 Apr.). E 


SRI LANKA zu. 
At least 12 people diefl in an atta 
oul rebel group on the coun 
air fordillieisc neg Colombo (23 Ap: 
9. Po 18 * 
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outh Korean voters have handed 
President Roh Tae Woo and his 
DWgpocratic Justice Party (DJP) a stun- 
ning setback in the 26 April parliamen- 
tary elections? while reviving an opposi- 
-tion dispirited by its failure in De- 
| cember’s presidential poll. Likely con- 
|. servative coalition partners would give 
.the DJP only a slim majority against the 
opposition parties, in which the populist 
Kim Dae Jung has emerged with the 
largest block. 
But the election outcome also rgised 
_ the spectre of turmoil in a natjghal as- 
|| sembly which the government has al- 
- ready promised will be given more teeth 
[| to act as an investigative watchdog 
.on government affairs. Roh himself 
warned of future instability, and the 
«Seoul stockmarket took its biggest 
“plunge ever with virtually every share 
-falling and the composite index plung; 
ing a record 3.9% in the first two hours 
of trading on 27 April. 
As counting neared completion, the 
DJP had captured only 84 of the 224 
seats decided by direct election, fol- 
lowed by Kim Dae Jung's Party for 
-| Peace and Democracy (PPD) with 54 
|| and Kim Young Sam's Reunification 
Democratic Party (RDP) with 46. In 
fourth place was the New Demo- 
cratic Republican Party (NDRP) of 
former prime minister Kim Jong Pil, 
whose 26 seats could once again make 
him a pivitol player in politics. 
| While the DJP’s showing was 
enough to give it half of the 75 propor- 
tional seats in the expanded 299-seat as- 
-| sembly, it will still fall far short of the 
_ seats held by the combined opposition. 
_| DJP officials had earlier ruled out the 
| prospect of a coalition with Kim Jong 
“Pil, the nephew of assassinated presi- 
-| dent Park Chung Hee. But analysts be- 
“| lieve it is now inevitable if the ruling 
party is to stave off legislative paralysis 
or what one former minister has de- 
scribed as “four years of stalemate.” 
Even then, the outlook is not par- 
ticularly bright, with attention focused 
on results from nine constituencies, in- 
cluding the hotly contested central 
Seoul seat of Chongno, which had still 
not bgen decided when the REVIEW 
went to press. Senior DJP officials were 
unavailable for comment and, in his 
brief post-election statement, a diggp- 
pointed Roh only said he would ses he 
cooperation of the opposition parties. 
The election was almgst certain to 
lead to a major shake-up in US Aui. 
party, which Pi wd power sim®it = 























President Roh’s ruling party gets a drubbing at the polls 


The Kims’ comeback 


|, By John McBeth and Charles Lee in Seoul 





founded in 1980 in the 
wake of a coup led by 
Chun Doo Hwan and 
Roh. Political sources 
also believe the DJP 
will have to speed up its 
reform programme and 
concede many perma- 
nent committee chair- 
manships and other key 
parliamentary posi- 
tions to opposition 
politicians if it is to 
avoid a serious con- 
frontation in the new 
national assembly. 

The emergence of 
the PPD as the main op- 
position grouping was 
one of the features of 
the election. But given 








one of the new factors 
that has contributed to 
the DJP’s undoing. 
Although he said he 
was not fully satisfied 
with the outcome, Kim 
Dae Jung thought the 
PPD “has achieved 
something significant.” 
Saying that the party 
would aim for reform 
within the framework 
of stability, he made it 
clear he would push for 
greater freedom of the 
press, local autonomy, 
the release of the more 
than 1,000 political 
prisoners and an end to 
political surveillance by 


Por] security agencies. 








the relatively low 75.8% 
voter turnout — compared with 89.276 
for last December's presidential election 
and 84.6% in the 1985 parliamentary 
poll — the strong core support Kim Dae 
Jung continues to enjoy in the southwest- 
ern Cholla region and in Seoul was al- 
ways going to be an important factor. 
Kim Dae Jung himself did not con- 
test the election and will now enter the 
assembly as a proportional representa- 
tive. Kim Young Sam won handily in his 
native Pusan, and Kim Jong Pil scored a 
convincing victory in South Chung- 


chong province from where his party | 


drew much of its overall strength — 











Kim Jong-pil: not surprising. 


Roh: poor showing. 








The PPD leader 
made only a passing reference to the 
violence and bribery that plagued the 
election campaign and which brought 
charges and counter-charges from all 
sides of the political spectrum. But 
there were likely to be further repercus- 
sions from an incident the day before 
the election when a state-controlled 
MBC TV station mistakenly broadcast 
the final results from a constituency 
on the holiday resort island of 
Cheju. 

Although officials hastily explained 
it was a practice run and the results were 
only a simulation, the astonishing blun- 





Votes from folks 
back home 


he zeros have a real story to tell in 

the regional breakdown of South 
Korea’s parliamentary elections, re- 
flecting a divisive electorate about which 
South Koreans themselves are growing 
increasingly worried. 

Take Kim Dae Jung’s Party for Peace 
and Democracy, which captured all but 
one of the 32 seats in Kim’s native south- 
western Cholla region and can probably 
thank its transplanted Cholla-born sup- 
porters in Seoul for repeating the strong 
showing it made in the presidential elec- 
tion. In the rival Kyonsang region, need- 
less to say, the party’s 14 candidates 
failed to gain a single seat. 

Then glance at Taegu, President Roh 
Tae Woo's hometown, where the ruling 
Democratic Justice Party swept all eight 

2 * 
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., Dae Jung and his activist supporters 
*| that Roh won the presidency through 
massive computer fraud. In an effort at 
damage control, authorities fired the 
station director and ordered the arrest 
of seven technicians said to have been 
responsible for the gaffe. 

Most South Korean analysts attri- 
buted the success of the PPD and the 
NDRP to regionalism and to voting pat- 
terns which largely followed those that 
appeared in the December election. As 
the respected Dong-a Ilbo daily said in 

an editorial: "The most painful aspect of 
| this election is the nation's division into 
four major areas." In the end, however, 
regionalism led to a form of inadvertent 
opposition cooperation which served to 
T the DJP's resources and make it 
ifficult to run a coordinated national 
campaign. 

Analysts also noted a stronger ten- 
dency towards party-orientated voting, 
| saying that despite the general disillu- 

sionment with Kim Dae Jung and Kim 
| Young Sam for failing to present a uni- 
fied front, the support given the oppo- 
sition demonstrated a reluctance among 
many of the 19.8 million voters to see an 
unrestrainable ruling party. Some also 
thought the DJP made grave errors in 
nominating candidates who were seen 
to be too closely linked to the former 
Chun regime. 
While it may make little difference to 
the DJP, which has to assume it is con- 
| fronting a single opposition bloc, the 
analysts disagree on the prospect of 
' another PPD-RDP alliance. Some feel 
the larger than expected support given 
to the two parties amounts to a mandate 
for an opposition merger. Others say 
the elections in effect gave a stamp of 
approval to the already existing divi- 
sions. "There are no nationally rep- 
| resented parties anymore,” said an ana- 


| lyst. p 








seats. Or at the southern seaport of 
Pusan, Kim Young Sam’s birthplace, 
where his Reunification Democratic 
Party grabbed 14 of the 15 seats. To- 
gether, the two parties wrapped up 40 of 
the 42 seats in the surrounding North 
and South Kyongsang provinces. 

Now move across the columns to the 
National Democratic Republican Party 
(NDRP). The party’s leader, Kim Jong 
| Pil, was born in South Chungchong pro- 
vince, so it is not surprising he took 13 of 
the 18 seats, and snared another six in 
neighbouring Kyonggi to the north. And 
remember, it was the NDRP which 
somehow snapped up that one consti- 
tuency Kim Dae Jung failed to win in 
North Cholla to the south. 

But forget regionalism for a moment, 
or probably a host of other factors which 
played on people’s minds. What about 
¿| sexism? Not one woman candidate made 

4 a' dent in this bastion of male chau- 
< vinism. — John McBeth 
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der only served to fuel claims by Kim 












NEW CALEDONIA 


Citizens to arms 


Kanaks take French policemen hostage to pressure Paris 


By Michael Malik in Sydney 


I: a desperate effort to force conces- 
sions from the French Government 
over demands for independence and a 
new constitution, Kanak separatists in 
New Caledonia attacked a gendarme 
post on 22 April, killing four men and 
taking hostage another 27. 

The low 56.396 voter turn-out in the 
24 April presidential and local elections 
showed that Kanak leaders were able to 
maintain their people's boycott even 
though their local “loyalist” opponents 
swept into newly readjusted terri- 
torial governments. In addition, French 
President Francois Mitterrand call- 
ed for the New Caledonian re- 
sults in the first ballot of the 
presidential elections to be an- 
nulled. 

The violence marks a com- 
pletely new phase in the indepen- 
dence struggle. Despite past anti- 
French violence, the deliberate 
attack and hostage-taking on the 
outer island of Ouvea is seen as 
quite different in that it appears 
to be the declaration of an armed 
struggle unless Paris is prepared 
to rethink its Wenn indicating 
a victory for the militant wing of 
the Kanak Socialist National Li- 
beration Front (FLNKS). 

After the attack, the FLNKS 
was silent about its involvement, 
and the front's moderate presi- 
dent, former Jesuit priest Jean- 
Marie Tjibaou, was quoted as 
saying that the killings were not 
planned and were regretted, 
though they should be seen in 








| their historical context. But two days 


later, as the French Government 
reacted with military reinforcements 
and an operation to find and free the 
hostages, the FLNKS openly accepted 
responsibility for the attack and made 
clear that it was set to continue violence 
to achieve its aims. 

Diplomatic observers believe that 
Tjibaou is unlikely to have endorsed the 
escalation of violence, but once his hand 
was forced by militants, he conformed 
to the Melanesian tradition of solidarity 
with his colleagues. 

The immediate French response did 
not suggest any inclination to com- 
promise, with the 3,000 men already 
sent to the territory in case of trou- 
ble during the elections being re- 
inforced by another 160, including 20 
sharpshooters. As the French mounted 
an intensive search of the jungle and 
caves of Ouvea, where the hostages 
were believed to have been hidden, 
FLNKS released 11 of them, but con- 





Joredie: no negotiations. 



























tinued to issue militant statements. 
The arrival of French Minister for 
Overseas Territories Bernard Pons and g 
his announcement that French troog 
were ordered to “meet gunfire with ga 
fire” produced the immediate response 
from FLNKS general-sécretary Leo 
pold Joredie that France had de- 
clared “colonial war" against the Ka 
people and that FLNKS would not t 
part in any negotiations with Pon: 
Conservative Premier Ja 
Chirac, who will contest the 
round presidential run-off . 
socialist front-runner Mitterrand on 8 































May, has been responsible for the hard. 
line on New Caledonia which has pro- 
duced overwhelming political domin 
tion for the French and other sett! 
(they now control all four territorial 
governments because of the Kanak 
boycott, whereas the Kanaks had previ- 
ously held three), while the Kanaks — : 
who now make up only 4376 of the 
population — have been left with little 
or no political leverage. 

But if Chirac is thought in France to 
be leading the nation into a prolonged 
armed struggle, with French troops tak- 
ing casualties, the shadow of the Alge- 
rian war might well lose him votes. For 
Mitterrand, whose former socialist gov- 
ernment had proposed a power-sharing . |2 
formula with the settlers which at least. 
weuld have brought support from the 
mor moderate Kanaks, the danger is | 
be portrayed by the rightw 
patriotic" if he fails to suppo 
tler majority and the hard line 
terror. ? . 
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SINGAPORE 


By Margaret Scott 


T Singapore Government is estab- 
lishing a Commission of Inquiry to 
examine why nine accused Marxist con- 
pirators retracted their televised con- 
gions and claimed they were as- 
saùfted while in detention last year. This 
_ has been announced along with the gov- 
-< ernment's denial of the allegations con- 
“tained in a statement signed by the nine, 
- and followed the government's swift re- 
arrest on 19 April of eight of the nine to- 
“gether with a lawyer who was assisting 
them. 
So far, the government has not an- 
nounced who will be on the commis- 
sion, its terms of reference, wlrÉther 
::those re-arrested will be allowed to give 
|: testimony or the legal status of its find- 
|J. ings. The Attorney-General’s Office 
has been asked to draft the detailed 
terms of reference. The government has 
said the inquiry will examine the cir 
mstances surrounding the nine's re- 
tractions, whether the Marxist conspi- 
racy was a government fabrication and 
the allegations of torture. 
Prime Minister Lee Kuan Yew, who 
out of Singapore when the arrests 
ere made but was kept closely in- 
formed, said on his return: "We must 
get down to the bottom of these allega- 
“tions by the nine that they were inno- 
cent and that they had been abused and 
assaulted during their detentions.” 





 Wé put it to you again 


The government doubts torture claims but orders inquiry 









But already the sincerity of the 


promised inquiry has been questioned 
since the individuals who have made the 
allegations to be investigated are de- 


tained again by the same men they have | 


accused. “What credence can be given 
then to the testimony of such witnesses 
all the more so when they are in the 
hands of the very people whom they 
have accused of cruel and degrading 
treatment . . .” said Francis T. Seow, 
former president of the Law Society and 
outspoken critic of the government. 
“This is tantamount to placing a creche 
under the direct charge of people who 
are themselves under grave suspicion of 
being child molesters.” Seow also said 


| an eminent Queen's Counsel should 


head the commission. 

This latest round-up has revived in- 
ternational attention to the Singapore 
Government's use of the Internal Sec- 
urity Act (ISA), which allows for deten- 
tion without trial. It began with the 
arrests last May and June of 22 Eng- 
lish-educated professionals accused of 
aiding a clandestine Marxist network by 
infiltrating Roman Catholic Church 
groups, a drama company, the opposi- 
tion Worker's Party and the Law So- 
ciety. All but Vincent Cheng, labelled 
the Singapore ringleader of the conspi- 
racy, were released between June and 
September after they gave televised 
confessions corroborating the govern- 
ment’s version of the Marxist plot. 


“who sai 





they goaded by the chal- 
lenges of government ministers to lodge 
formal complaints, accused the govern- 
ment of physical assault, physical 
duress and intimidation fb extract false 
confessions. Their 18 April statement, 
which provoked the re-arrest of all but 
lawyer Tang Fong Har (who overstayed 
the time allotted her by the government 
to visit her husband in Britain) opens a 
wide gap with the government's version 
of both the Marxist plot and the interro- 
gation tactics of the Internal Security 
Department (ISD). 

Those re-arrested were Teo Soh 
Lung, a lawyer: Kenneth Tsang, an ad- 
vertising executive; Kevin de Souza. a 
recent law graduate; Yap Hon Ngian, 
who works for the Singapore Broadcast- 
ing Corp. (SBC); Chng Suan Tze, a lec- 
turer at the polytechnic; Ng Bee Leng, a 
former social worker; Tang Lay Lee, 
also a lawyer, and Wong Souk Yee, an 
amateur playwright. Patrick Seong, 
who served on the Law Society’s execu- 
tive council and had represented two of 
the ex-detainees, also was arrested 
under the ISA. 





ince the latest arrests, the govern- 

ment has released several statements 
rebutting the allegations of torture as 
well as what it called further evidence of 
the Marxist network — including pur- 
ported links to the Communist Party of 
Malaya (CPM). In describing the state- 
ment signed by the nine, the government 
said it “repeated unspecific and vague 
allegations of torture . . . does not name 
the detainees who were assaulted nor 
does it provide any specific instances of 
or evidence for the allegations." 

A Home Ministry statement said 
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Chin Peng: in China if alive. 











Bookshop’s alleged link to Malayan communists 


| n producing new material on the alleg- 
ed Marxist plot involving 22 young 
professionals, the Singapore Govern- 
ment has delved back into a labyrinthine 
network of conspiracy, built up from 
historical fact and confessions obtained 
over past years by security services in 
both Singapore and Malaysia. The con- 
nections are complex, but the ultimate 
skein leads back to the shadowy leader of 
the Communist Party of Malaya (CPM) 
Chin Peng, who may be in in China — if 
he is still alive. 

The government said new evidence of 
CPM links was contained in statements 
released following the re-arrests on 19 
April. The new evidence relies on previ- 
ously withheld portions of the confession 
in Singapore of bookshop owner Lim Li 








Kok, one of the original 22 who has not 
been re-arrested, and on the confession 





| 
| 
| 
| 


in Malaysia of Mohamed Yunus. bin 
Lebai Ali, a former student activist who 
was among 106 detained in Malaysia last 
October and November. 

Lim allegedly told authorities she had 
supplied locally published books on eco- 
nomics and politics to Tan Wah Piow, 
the former student leader who the gov- 
ernment had projected as mastermind- 
ing the Marxist conspiracy from his 
home in Britain where he fled in 1975. 
Tan then passed on. the books to 
the CPM, a government statement 
said. 

Lim had also told authorities that 
Tan helped five people, described by the 
government as CPM members, gain po- 
litical asylum in Western. Europe after 
they had worked for a clandestine CPM 
radio station that operated in southern 
China until 1981. The five liad been stu- 


9. 
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that "the. government- has- 
never denied .that it uses 
psychological pressure to 
break down the defences 
which every detainee builds 
around himseff, and uncover 
j the truth that every guilty sus- 
pect wishes to conceal.” It 
then added: “The illegal use of 
force [against a detainee] is a 
criminal offence." 

Yet, besides the statement 
of the nine, several of the ex- 
detainees have made specific 
allegations. One of the nine, 
Wong Souk Yee, has written a 
detailed account of her deten- 
tion from 21 May to 27 Sep- 
| tember last year. An edited 
version of her account appears 
on pages 28-30. In it she writes that Sim 
Poh Heng, deputy director of the ISD, 
struck her on the back of her head with 
his spectacle case while ISD director 
Tjong Yik Min and several other offi- 
cers stood and watched. "I jumped out 
of my chair and ran next to the director 
[not knowing he was the director]. I 
screamed at all the men for standing 
around and letting Sim hit me." | 

Wong's account also gives details of 
how ISD officials rehearsed and orches- 
trated her televised confession with the 
cooperation of SBC staff. She alleges 
some of her answers were taken out of 
context by unfair editing. 

In a February interview with the 
BBC, another of the signatories, Teo 
Soh Lung, said of her interrogators: 
"They hit me on the face." Teo also has 
said she was coerced into giving certain 
answers during her confession. On 21 
April, Teo's older brother, Teo Eng 
Seng, an artist who lives in Singapore, 














Lee and Lee: getting to the bottom of it. 
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"P sid 
played this year. Instead; t 
role of the CPM as the outside 
instigator of the clawdesti 
network has been highlighted. 

Fr Patrick Goh;-one of the 
four priests forced to step 
down from his activities in the 
Singapore diocese after the 
arrests last year, told the 
REVIEW he. believes the gov- 
ernment re-arrested the eight 
because "if the government” 
changed ‘its stand on the de 
tainees it would be seen as fe 
government weakening. A 

"Any sign -of weakness 
would encourage more peop 
to speak out and the gover 
ment cannot afford that be 


























went to the Tanglin Police station and 
filed a police report charging that his sis- 
ter was assaulted by ISD officials during 
her detention. 

Seow, who is representing Teo and 
Seong, has filed applications for habeas 
corpus hearings for both his clients. A 6 
May hearing has been set for Teo’s ap- 


| plication. As of 27 April, neither rela- 


tives nor lawyers of those detained have 


been allowed to visit them. 
S the arrests, many in Singapore 
and outside have been attempting to 
assess the motivations behind the gov- 
ernment's move to silence the ex-de- 
tainees. To some, the government state- 
ments released after the recent arrests 
have been interpreted as shifting the 
terms of the perceived Marxist threat 
posed by those detained. In particular, 
the role of Catholic Church workers, 
made much of in last year's description 
of the Marxist plot, has been down- 
































cause of the coming» 
tions,” Goh said, referring to 
liamentary elections that could be called 
later this year. "They tried to sell th 
idea that there were Marxists in the 
church last year, but it didn't work. So 
they hd®e reverted to the hidden hand: 
of the CPM. No one knows anythin 
about the CPM so it is much more di 
ficult to refute." ; 

Trade and Industry Minister Lee 
Hsien Loong told the BBC on 21 Api 
that the re-arrests were prompted by the 
possibility that the nine might resume 
what he termed as their former Marxist 
activities. The government had believed 
they were rehabilitated. "Now they 
come up with a new statement to say 
that they were never involved, all their 
actions were perfectly innocent and 
above board and nothing wrong had 
been done. If they say this or worse, if . 
they believe it, then there is every pros- 
pect that they may go back to their. 
former activities." oO 





dent activists and Tan’s friends in the 
early 1970s. 

Further, the Singapore Government 
has stated that Yunus told Malaysian au- 
thorities that he met Chin Peng in Peking 
in January 1980. The CPM leader had | 
instructed him to go to Britain to con- | 
tinue his studies and rekindle former ties | 
with Tan. The statement adds that 
Yunus told authorities that Tsui Hon 
Kwong, a former student colleague of 
Tan’s who now lives in Hongkong, was | 
instructed by Chin to arrange for | 
Yunus’ finances and had supplied Yunus | 
with some £6,000 (US$11,300) over the | 
next three years. 


ittle is known of developments in the 

CPM since the failure of its insurgency 

in the 1950s, and independent verifica- 
tion of links posited by government au- 
thorities is difficult. That many of these 
links are based on the confessions of de- 
tainees adds to the difficulty, given the 

. latest challenges to the authenticity of 
_ such confessions. | 








On comments attributed to Lim, it is 
true that five individuals were granted 
political aslyum or residence status by 
the governments of the Netherlands, 
France and Britain, based on claims of 
possible political persecution. Juliet 
Chin, one of the five who now lives in 
Paris, said in a telephone interview that 
there were a number of student activists 
who sought refuge in Europe in the early 
1970s. She denied that she had ever been 


| a member of the CPM or that any of the 


other four had CPM connections. She 
also denied ever working for a CPM 
radio station. 

“It would be physically impossible for 


; me to have done all the things the gov- 


ernment has accused me of. One minute 
I’m in the jungle with the CPM and then 
I'm in China working for a radio station. 
It is all absurd," she said. 

For his part, Tan repeated his oft- 
stated denials that he has any CPM cpn- 
nections, and denied the government's 
charge that he played a pivotal role in 
gaining asylum for the five. In an inter- 





























view from Oxford, where he is a law stu- 
dent, Tan said that while he may have 
provided references for the five in the 
paperwork necessary for gaining asylum, 
the decision was up to each of the. | 
European governments concerned. “Itis | 
absurd to think I have influence over the: 
governments of Britain and France," 
Hishamuddin Rais, another former 
Malaysian student activist said. by < 
Malaysian authorities to have accom- 
panied Yunus to Peking, said he has 
never been to China and has never met 
Chin Peng. “As far as I known, Chin died 
in 1979, so how could Yunus and I have 
met him in 1980," he said from his home 
in London where he attends a film school. 
And in Hongkong, Tsui Hon Kwong 
denied sending money to Yunus at 
Chin's behest. “I have never met Chin. 1 
never was a CPM member. This new evi- 
dence is just more fabrication to hold up - 
preyous fabrications. But even if there . 
was any truth to it, Yunus has nothing to 
do with the people who have been re-ai 
rested.” — Margaret Sc 
Be 
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JAPAN 






By Kenneth Stier in New York 


Y: Kikumura seems a rather incauti- 
ous man, given his line of work, 


sam, Which appears to be illegally trans- | 
orting explosives for the Japanese 


Army (JRA) terrorist group. The 
New Jersey State policeman who stop- 
ped Kikumura’s car, because of Kiku- 
mura’s “suspicious” behaviour at a 
highway rest stop, said in a report that 
packaging with “gunpowder” written on 
it was visible on the back seat, as were 
j;red canisters which turned out to be 
| powerfulanti-personnel bombs. 

As transporter of this collection of 


explosives, Kikumura on 12 April be- | 


|. came the first suspected JRA mémber 
to be captured in the US. With * 


i 
i 


I 
i 





| Cadight red-handed 


Asuspected Japanese Red Army terrorist is indicted in the US 


sparked officials here to launch an “in- 
tensive investigation" aimed at un- 
covering others like Kikumura who 
might be part of a terrorist network 
in the US. Kikumura's US$3,649 in poc- 
ket money and documents indicating he 
had access to Swiss and West German 
bank accounts suggest he was well fi- 
nanced. 

The American terrorism specialist 


| Robert Kupperman, of Washington's 
| Centre for Strategic Studies, views JRA 
; members as little more than "terrorist 
groupies" who are usually doing the bid- 
ding of other terrorist groups between 
their own desperate operations to keep 





| JRA members as prime sus- 
pects in the Naples bombing 
Of an American serviceman's 
;club two days later, terrorism 
Specialists were left wonder- 
"ing why, after a long period of 
“silence, the JRA is suddenly 
active again — with Ameri- 
cans as the apparent new 
targets. 

. Although a 12-count fed- 
eral grand jury indictment 
against Kikumura, returned 
on 22 April, does not accuse 
him of being a terrorist, US 
Government sources have all 
but fingered him as a JRA 
associate. The charges laid in 
the indictment, including nine 
related to possession of explo- 
sives and three concerned 
with passport and visa viola- 
tions, carry total penalties of 
up to 90 years in prison. 

The New Jersey incident 
was not Kikumura's first 
; brush with the law. He was ar- 
‘rested in May 1986 at Amster- 
dam's Schipol Airport on his 
arrival from Athens after au- 





| Kikumura beíng 





to the federal courthouse. 











E: cause of 


















a mpy support in 
Japan. The terrorism specialists suggest 
that the group's recent activities might 
be aimed at scoring a major media coup 
in an effort to attract new recruits. 

"These are not hippY-dippy kids," | 
explained William Farrell, a retired 
US Air Force lieutenant-colonel who 
served as a counter-terrorist liaison with 
Japanese authorities for six years. 
"Thev have to be concerned with re- 
placing their ranks." 

Economic summits — the G-7 fi- 
nance ministers were meeting in Wash- 
ington at the time of Kikumura's arrest 
— are a favourite target of the group, 
and the Olympic Games in Seoul this 
September, with its worldwide TV audi- 
ence of hundreds of millions, already 
has officials there jittery. The JRA is 
known to have ties with North Korea. 


imp 





» Nigel Holloway writes from Tokyo: Po- 
lice sources and analysts in Tokyo have 
reacted sceptically to reports from Italy 
that the JRA was directly in- 
volved in the car bomb attack 
in Naples on 14 April in which 
five people were killed. 

Two leading members of 
the terrorist group, Junzo 
Okudaira and Fusako Shi- 
genobu, are wanted by Ita- 
lian police in connection with 
the bombing. But their iden- 
tification was based on 10- 
year-old photographs of the 
suspects, and members of the 
JRA made a statement in 
Beirut on 17 April denying re- 
sponsibility for the explosion. 

Reports in Tokyo suggest 
that the JRA may have split 
into a number of different fac- 
tions, some of which have 
given up the use of terrorism 
as a political tool. Others ap- 
pear to have joined other in- 
ternational ultra-leftist or- 
ganisations to carry out at- 
tacks in different parts of the 
world. These include the West 
German JRA Faction and the 
Italian Red Brigade. JRA 
members also are known to 
have ties with Palestinian 








thorities found 1 kg of TNT 
explosives and six fuses in his baggage. 
He escaped the consequences of that ar- 
rest on a legal technicality and was de- 
ported to Japan, where he came under 
police surveillance on his arrival at 
Narita Airport. However, he managed 
to slip away to Hongkong and from 
there went on to Singapore and Zurich 
(after being refused entry to Athens) 
before’ dropping out of sight in Yugo- 
slavia. 

The ease with which Kikumura was 
. able to find an American roomnpite, 
purchase a 1980 Mazda and get car in- 
surance — all within a few days of his 8 
March arrival in New York — before 
logging some 10.Q00 km,on his«ar, has 


| 
| 


| 


| 
| 


| 
| 
I 
| 
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themselves afloat. The JRA’s own 
ideology and terrorist objectives are 
somewhat obscure. 

Because Kikumura’s arrest and the 
Naples attack coincided with the second 
anniversary of the US bombing of Libya 
— which was billed by the Reagan ad- 
ministration as an assault on interna- 
tional terrorism — terrorism specialists 
speculate that the JRA may have been 
repaying debts owed to an unnamed 
Palestinian terrorist group with which 
the JRA is thought to have ties. 

The JRA, whose worldwide mem- 
bership is estimated at between 20 
and 50 people. has been forced to oper- 
ate overseas since the beginning of the 








42 


a? 
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groups and contacts within the 
communist New People’s Army of the 
Philippines. 

Kikumura is thought by analysts 
here to be a member of the Anti-Im- 
perialist International Brigade, an um- 
brella group with several people either 
supporting the JRA or belonging to 
it 


Japanese police have stepped up sec- 
urity measures in the light of the events 
in Italy and the US. They are particu- 
larly concerned about possible attempts 
either to disrupt the Seoul Olympics or 
to put pressure on Japan to release 
Osamu Marioka, a JRA leader who was |. 
arrested at Tokyo City air terminal five 
months ago (REVIEW, 17 Dec. 87). f 
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ast. Staying Westin. . 


Out of the plane and into The Westin Philippine Plaza. 

Into a spacious room overlooking Manila Bay and the most 
spectacular pool of any hotel in Asia. Out to my private lanai; feet up and drink 
in the beauty of another sensational sunset. No traffic jams or city 
hustle around here. Just the sea, the sky and the gentle whisper of the breeze 
through the trees. Hard to believe all this peace and quiet is just 
minutes from the business district of Makati. Don’t 
know about you. But whenever I’m in Manila, 

I’m staying Westin. 
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0.5km/h? 





20km/h? 





70km/h? 





We'll fly you to this summer paradise at over 800 km/h and with superb service. From 
then on, you can take life however slowly or quickly you like. Full details of the enormous 
variety of Swiss vacations are in our brochure “Switzerland and the K 7 W 
* „Alpine World”, availableefr®m Swissair or any IATA travel agent. SWASSCII gy 





FOREIGN RELATIONS 


The dragon’s long reach 


China flexes its muscles in the Spratlys at Hanoi’s expense 


By Jerry Cushing 

espite being located nearly 1,000 

km from the Chinese mainland, the 
Spratly Islands are assuming a growing 
importance in Peking’s thinking on for- 
eign and strategic affairs. China has 
hardened up its claim to the whole of the 
South China Sea archipelago, following 
a naval shootout between the Chinese 
and Vietnamese navies in mid-March. 

Peking has intensified its long-stand- 
ing propaganda campaign on the 
sovereignty issue by asserting that, be- 
fore 1975, Vietnam had recognised 
China's claim to the islands. Chinese 
Foreign Ministry officials have produc- 
ed past diplomatic communications be- 
tween Peking and Hanoi, and Vietnam- 
ese newspaper articles and maps which 
appear to affirm China's stance. 

The recently released materials in- 
clude a letter from former Vietnamese 
premier Phan Van Dong to his Chinese 
counterpart, Zhou Enlai, on 14 Sep- 
tember 1958 which said the Vietnamese 
Government “recognises and supports" 
a 1958 Chinese declaration of China’s 
rights over territorial waters that ex- 
pressly included the Spratlys and, in ad- 
dition, the Paracel Islands. However, in 
February 1959, Vietnamese naval ships 
forcibly evicted Chinese settlers from 
part of the Paracels. 

Vietnam, Malaysia and the Philip- 
pines — who, along with Taiwan, oc- 
cupy all the inhabitable islands of the 
Spratlys — took advantage “of China’s 
internal weakness caused by the Cul- 
tural Revolution” and consequent ina- 
bility to defend its national interests to 
move into the archipelago in the early 
1970s, a senior Chinese naval officer 
said. But now, China’s defence capa- 
bilities have developed sufficiently 
for such policymakers in Peking to con- 
sider military force as an option in resolv- 
ing the protracted dispute. 

These policymakers are increasingly 
concerned that the status quo in the 
Spratlys, which excludes China, is tak- 
ing on an unacceptable permanence. In 
an effort to reverse this situation, 
Chinese naval exercises in the area have 
gradually been stepped up. In June 
1987, a Chinese Foreign Ministry 
spokesman said China "reserves the 
right to recover" the islands at “an ap- 
propriate time." 

Peking's rejection of overtures by 
Hanoi to negotiate a peaceful resolu- 
tion to their bilateral dispute — 
the Chinese will accept nothing less 
than a complete Vietnamese climbdown 
— reflects its confidence that it is only 
a matter of time before it gains control 
of the islands, given Chinese military 
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preponderance over the Vietnamese. 

The sovereignty issue in the Spratlys 
has also pricked Peking's traditionally 
sensitive and short-tempered attitudes 
to the sovereignty question in general. 
Chinese leaders are not noted for enter- 
taining rival bids to territories it claims 
for itself, nor has Peking been reluctant 
to use military force to back its stance, 
as it did in the 1962 Sino-Indian border 
war and, more recently, its military- 
backed crackdown on separatist ele- 
ments in Tibet. China is also locked into 
a territorial dispute with the Soviet 


Chinese ships in the South China Sea. 





Union and maintains about | million 
troops along the Sino-Soviet border to 
bolster its stance. 


Peking’s actions regarding the Sprat- | 


lys, therefore, are consistent with its 
traditional approach in similar situa- 
tions. In past territorial disputes, China 
has sent warnings to its adversaries 
through displays of military strength, 
diplomatic exchanges and leaks of infor- 
mation pertaining to the state of China’s 
military preparedness to indicate the 





No, not another war: page 24 
The risk factor: page 24 


Taiwan could back China: page 26 











. 
seriousness PA intentions, before em- 
barking on war. 

At a press conference on & April, 
then vice-foreign minister (now Foréign 
Minister) Qian Oichen said: “We do not 
wish to see all-out war. We have exer- 
cised the utmost restraint. China has es- 
tablished scientific stations for scientific 
survey on the Nansha [Spratly] Islands 
for peaceful purposes . . . There will be 
no war if Vietnam refrains from provo- 
cation of China. Vietnam must [cease] 
its occupation and withdraw all its 
troops from islands and reefs." 

Although most Chinese and dip- 
lomatic analysts do not believe the con- 
flict will widen, at least in the short 
term, an escalation would pose serious 
tactical and logistical problems for both 
countries. The nearest recent parallel to 
the Spratly situation is the 1982 Falk- 
lands War, which Chinese planners 
have studied closely. 

As in the Falklands, air-support 
would be a crucial factor in any offen- 
sive in tffe Spratlys. Chinese H6 Badger 
bombers — Peking's only combat air- 
craft capable of reaching the Spratlys 
from mainland bases without in-flight 
refuelling — would be little match for 
Vietnam's MiG23 and Su22 fighters. In 
addition, China's navy lacks sophisti- 
cated anti-aircraft defences. 

But the area of likely combat would 
be near the maximum range of Viet- 
nam's fighters too. Without air cover, 
Vietnamese positions would be vulnera- 
ble to the Badgers, which are armed 
with potent C601 air-to-ship missiles. 

The likelihood of Soviet military in- 
tervention is minimal, say Chinese mili- 
tary sources (which tends to knock down 
theories of the Spratlys being used as a 
“fourth obstacle” — after Afghanistan, 
Cambodia and Soviet border force 
levels — to slow down Sino-Soviet rap- 
prochement). But should the Soviets in- 
terfere, it “would decisively tip the ba- 
lance” to Hanoi, noted a diplomat. 

In terms of present strategic trends in 
the Southeast Asian and South Asian 
maritime regimes, Chinese naval spe- 
cialists see the Spratlys as an increas- 
ingly important piece of real estate in a 
much broader system of strategic links 
that would ultimately allow China to ex- 
pand its maritime interests into the In- 
dian Ocean. 

“The Spratlys cannot be seen in iso- 
lation,” a Chinese naval officer said, “as 
not far away are the Straits of Malacca, 
then the Indian Ocean and, beyond, the 
Persian Gulf.” This region, he said, is of 
critical importance to China’s security 
“because an 
China’s trade passes through the area.” 

A major objective for naval planners 
in Peking is to build up adequate naval 
forces to secure China's interests all the 
Wayethrough to the Gulf from what is 
seen in Peking as a rising potential 
threat from India's navy and from what, 
is viewed af an ever-present Soviet 
threate uu 
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No, not another war! 


Hanoi calls for talks, but beats the drums of fear 


By Murray Hiebert in Bangkok 


ore than a month after China and 

Vietnam clashed in the Spratly Is- 
lands, there is still a high level of anxiety 
in Vietnam that war may break out. The 
army is using the hostilities to appeal to 
the patriotism of young men in the south 
to answer the draft, instead of dodging it 
as they often do. In the north, factories 
have put up signs about the conflict and 
called on workers to produce more for 
their country. 

Recent visitors to Hanoi say the ordi- 
nary Vietnamese remains worried that 
the dispute over the ownership of the 
Spratlys will escalate. Hanoi says China 
has increased its reconnaisance missions 
around 21 Vietnamese military outposts 
and claims that the Chinese plait to send 
an oceanographic team to the islands in 
mid-April is *a new scheme . . . to oc- 
cupy more Vietnamese territories in the 
Truong Sa [Vietnam's name for the 
Spratlys] archipelago." In turn, China 
says that Vietnam has increased its naval 
presence to about 30 ships since the clash 
on 14 March. 

Hanoi says tension in the Spratlys es- 
calated when China sent warships into 
the region in January and over the next 
few weeks occupied six coral reefs in the 
island group. It claims that last month's 
clash started when Chinese ships fired 
on three Vietnamese freighters on a 
routine supply mission to the islands. 
Three Vietnamese sailors were reported 
killed and 74 missing. 

Hanoi also says that the Chinese ships 
blocked Vietnamese boats from rescuing 
the survivors of two sunken vessels. Pe- 
king denies blocking the res- 
cue boats, and three weeks after the 
clash, China reported that its ships had 


picked nine Vietnamese sailors out of the 
sea. Hanoi has suggested talks to settle 
the Spratlys dispute but China has re- 
jected this. 

Vietnamese officials told a visiting US 
senator in early April that they thought 
the Chinese attack was a first step to- 
wards forcibly gaining control of the en- 
tire South China Sea and to keep Viet- 
nam off-balance. 

“The direct and immediate cause is 
China’s intention to undermine the 
trends towards a relaxation of tension 
between the US and the Soviet Union and 
the trend of dialogue in Southeast Asia in 
the settlement of the Cambodia prob- 
lem,” Vietnamese Foreign Minister 
Nguyen Co Thach told journalists. He 
was referring to the recent talks 





between Cambodian resistance leader 





Vietnamese soldiers training on Sinh Ton island in the Spratlys. 


| Vietnamese government 





Prince Norodom Sihanouk and Premier 
Hun Sen of the Vietnamese-backed gov- 
ernment in Phnom Penh. 

Vietnam insists that China never had 
a physical presence on the islands until 
January this year. In late February, 
Hanoi published what it claimed was evi- 
dence that Vietnam had controlled the 
Spratlys continuously since 1815 when 
one of its kings, Gia Long, sent a team to 
the islands to chart sea routes. During 
the French colonial period, Vietnam 
says, the French governor-general plant- 
ed flags and markers on the islands. 

Much of Hanoi’s claim to the islands 
is based on the decrees and actions 
in the 1950s and 1960s of the South 
which was 
eventually defeated by communist forces 
in 1975. Except for China’s seizure of 
another contested island group, the 
Paracels, from the South Vietnamese 
government in 1974, China’s claims 
were not disputed by Hanoi until 1975 
because it was then receiving crucial aid 
from Peking in its wars against France 


| and the US. 














Calculating the risk factor 


A Chinese invasion would imperil good Asean relations 


By Rodney Tasker in Jakarta 

f China attempts a full-scale military 

push against Vietnam in the Spratly Is- 
lands, it would be a calculated risking of 
its currently friendly relations with 
Asean countries. China could expect a 
* howl of protest particularly from In- 
donesia, Asean's largest country, with 
which Peking has shown a desire to nor- 
malise diplomatic relations, frozen 
since 1967. 

China could also expect an amgry 
reaction from the Philippines, which oc- 
cupies eight of the eastern Spratlys, and 
Malaysia, which controls three islands 
to the south. Vietnam recently secured 

. 
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an agreement with a visiting Philippine 


dispute between the two countries over 
the Spratlys should be resolved peace- 
fully. 

Thailand, which has the closest ties 
with China and is the only Asean coun- 
try which buys Chinese arms, might be 
so blinded by its hostility towards the 
Vietnamese over their occupation of 
Cambodia as to secretly egg on the 
Chinese. The Thais’ general view is that 
the more military pressure put on Viet- 
nam to persuade it to withdraw from 
Cambodia, the better. 





congressional defence group that any | 





Singapore, which closely supports 
Thailand on the Cambodian issue, 
might be torn between both. In any 
case, Singaporean diplomats tend to 
dismiss the possibility of a Chinese as- 
sault, and say the affair has been exag- 
gerated. 

Certainly, China would have to con- 
sider the prospect that Indonesia would 
put on hold any agreement to normalise 
relations. The Indonesians were upset 
enough by China’s “lesson” to Vietnam, 
the February 1979 land invasion, but the 
reaction then was muted because of 
Vietnam's invasion of Cambodia two 
months’ earlier. 

Senior officers in Indonesia’s armed 
forces view any Chinese activity in the 
region with deep suspicion. Some ob- 
servers saw a warning to China in the re- 
marks of Gen. Benny Murdani, In- 
donesia’s newly appointed defence 
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Ever heard of a full-service computer 
company that doesn’t sell computers? 

Talk to Computasia. Our expertise comes 
from a staff of more than 400 computer 
professionals plus years of experience 
developing large database transaction 
processing systems. 

As far back as 1967, for example, we 
provided the know-how for Hong Kong 
Telephone to begin automating so that it 
quickly became one of the most com- 
puterized telephone companies in the world. 

Today, you'll find us providing software 
solutions for everything from financial 
services to. public transport systems. 

Computasia’s complete turnkey capability 
means we can carefully assess your 
organization’s overall needs and then modify, 
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expand or replace your current system, or 
install a new one. 

What’s more, we can custom design and 
develop applications specific and unique to 
your business. Because, today more than 
ever before, even the best computer is 
useless to you without the right software. 

And we follow up with after-sales service 
that includes complete maintenance and 
staff training, or we can even go so far as 
running your entire computer operations for 
you. 

We can also help you evaluate and select 
the hardware most suitable for you from 
any major vendor. 

After all, at Computasia, we won’t sell 
you a computer. We'll provide the solutions 
that give you the knowledge to grow. 


Computasi 
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the Vietnamese islands. 


+ China an airstrip, if this is 





that time is running out for such a mili- 
“tary occupation. Because of its occupa- 





- did not intervene militarily on behalf of 














minister, at a recent Pe NM in 
Kuala Lumpur that the Spratlys issue 
was potentially dangerous because it in- 
volvéd more than the two antagonist 


Foreign Minister Tran Quang Co was in 
Jakarta recently, he had talks with Mur- 
dani and new armed forces chief Gen. 
Try Sutrisno. 

Jakarta had its own brief diplomatic 
tussle with Hanoi a few years ago when 
Vietnam raised a territorial claim to the 
islands just north of the Indonesian is- 
land of Natuna, northwest of Borneo. 
Indonesia flexed its muscles in the area 
and now has a military base on the 
island. To maintain what the Viet- 
namese consider to be a special bila- 
teral relationship with the Indone- 
sians, they have since played down the 
issue. | 

The majority view among diplomats 








countries. When Vietnamese Deputy | 








Taiwan indicates amilitary preparedness toba ck China : 
By Shim Jae Hoon in Taipei den : 


hen the Chinese and Vietnamese navies clashed: in mid-March over the 
Spratly Islands in the South China Sea, Taiwan troops seized a movie 


- camera, rather than guns, to record the rare battle-scene for high-level deci- _ 


sion-makers in Taipei. If this sort of reaction appeared incongruous for about 
S00 tough marines manning the largest Spratly islet of Taiping, the Taiwan mi- 
litary outpost, it nonetheless illustrated where Taipei's priorities rest. v 
Taiwan's policy on the Spratlys, Paracel and Pratas island groups has two 
objectives — to avoid getting involved in military clashes with China or in 
clashes between China and other countries with claims to the islands; and to de- 
fend its military outposts, especially Taiping, against a verd s, whether 








they come from China or any other country, said Che 

Ministry spokesman. ; SEN s 
Taiwan has garrisoned troops on Taiping (also called Itu Aba) 

speck of land — since 1946, well before the r ling Kuomintang (K 









and analysts here is that L 


China will prefer to simply 
keep military pressure on the 
Vietnamese in the Spratlys, 
without invading any of their 
islands. If it is a military pre- 
sence the Chinese are seek- 
ing, their warships and small 
military outposts on the six 
reefs they have so far sec- 
ured — some, reportedly, on 
raised platforms — could ef- 
fectively blockade some of 


But this would not give 


Peking’s concern. Vietnam 
has a small airstrip, about 
500 m long, on Spratly Island 
itself which can handle small 
aircraft such as the Soviet- 
built CN212 light transport, 
intelligence sources claim. 








Taiwan garrison: two objectives. 





to Taiwan from the mainland. Since then, their presence . 
] has symbolised Taiwan's sovereign claim : è 
lys, a chain of 104 islands, coral reefs and cays. — 
As far as Taiwan is concerned, the troops will remain 
there as long as it is necessary to ensure the claim. Three 
times a year, defence experts say, a convoy of three ships 
— usually one destroyer, a tanker and a supply ship — 
visits Taiping to replenish troop provisions and rotate mi- 
litary personnel. During festivals, these ships bring en- 
tertainers to cheer the KMT troops. The last such convoy 
was in February, just weeks before the Sino- Vietnamese 
clash. Qu E 
Taiwan maintains troops elsewhere in the South | 
China Sea, such as the military outpost on the main islet. 
of the Pratas Islands, some 200 nautical miles south of 
Kaohsiung, Taiwan's southernmost city, from where 
weathermen send regular reports to Taipei. A Foreign 
Ministry spokesman said the troops on the Pratas and 
Spratlys are instructed to avoid any conflict with vessels 
from other countries, including China. Defence and re- 
connaissance is suppose to be their sole role, which is the 
reason they kept their distance and merely filmed the bat- 
tle between China and Vietnam. | ^ o ae 
In a background briefing to Legislative Yuan mem- - 


















The Philippines also has a — 
similar runway on its biggest island, and 
Taiwan, which occupies the largest is- 
land, Taiping, also called Itu Aba, has 
not only an airstrip and an estimated 500 
troops, but the best anchorage of all the 
occupying countries. 

A less sanguine view of Chinese in- 
tentions here is that China might decide 


tion of Cambodia, Vietnam is diploma- 
tically isolated, and thus any sympathy 
for it will be guarded. But Hanoi has an- 
nounced it will withdraw its troops from 
Cambodia by 1990, and if that happens itis 
likely to come in from the diplomatic cold. 

How the Soviets view the current 
situation is another question. Moscow 


Vietnam when its ally was invaded by 
China in 1979. But intelligence sources 
say Soviet reconnaisance aircraft 
operating out of Vietnam's Cam Ranh 
Bay are closely watching developments 
in the Spratlys, and the information 
they gather, together with satellite ob- 
servation, undoubtedly help Vietnam's 
military tacticians. e 
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bers shortly after the clash, Defence Minister Cheng Wei-yuan reportedly said 
that Taiwan, if asked by China to help it defend the island group from a third — 


party, would do so. Theoretically, if Vietnamese troops tried to seize oneofthe 


islets held by China, and if the Chinese navy requested help, Taiwan troops 
Taiping would respond affirmatively. ; Eu 
“But a situation like that would not arise,” Cheng is said to have remarked 


adding: “Even if the clash with the Vietnamese intensified, China was fully cap- sus] 


able of dealing with the situation there." This statement, reported by The China. 
News newspaper on 24 March, was confirmed by the Foreign Ministry. 

What then is the likelihood of Chinese troops landing on Taiping to dislodge 
the Taiwanese? That would mean a war between Peking and Taipei. Cheng, at 
the Legislative Yuan on 23 March said: “The ROC [Republic of China] soldiers * 
will fight desperately to safeguard the Nansha [the Spratlys, as they are called in 
Chinese] if Peking or Vietnam dared to invade them. Our officers and men will 
fight to the end to safeguard the territory." DIR M ld Ue 

But would that happen? Peter Yu Kien-hong, a professor from Sun Yat-sen 
University in Kaohsiung and Taiwan's foremost authority on the Spratlys dis- 
pute, said that the likelihood is “very small.” He commented to the REVIEW: 
“China espouses a ‘one country, two systems” principle and a good place to test. 


that is in the Spratlys.” If China attacked Taiwan on Taiping Island, that would — 


be tantamount to giving up that principle. DUIS 
Far from waging war against Taiwan, or for that matter any of the other — 
countries which claim sovereignty over the island, Yu believes China would be . 
prepared to work with some Ásean countries to begin prospecting for oil and 
other mineral resources. China needs capital and technology to do this, and 


- presently it does not have the naval capability to cruise around the Spratlys, he 
Said. —- : XE c e ae 
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A telling example of Swiss perfection. y 





This typical 

clock is a 
distinctive feature 
of Swissôtel: 
Hotel Interna- 
tional Zurich, 
Hotel Président 
Geneva, Hotel 
Bellevue Palace 
Berne, Hotel 

Le Plaza Basle, 
Le Lausanne 
Palace, 

Le Montreux 
Palace, 
Amsterdam Ascot 
Hotel, Hotel 

| Le Belson Brussels, 
7 The Bosphorus 
Swissótel Istanbul 
(opening summer 
1990), The Drake 
Hotel New York, 
The Lafayette 
Hotel Boston, 
The Swiss Grand 
Hotel Chicago 
(opening August 
1988), The Swiss 
Grand Hotel 
Beijing (opening 
end of 1989), The 
Crystal Palace 
Hotel Tianjin/PR 
of China, 

The Swiss Grand 
Hotel Seoul, 

For information 
and reservations 
please contact the 
hotel directly, your 
travel agent or 
Swissair/HORIS. 
Swissótel - 

Swiss precision in 
hospitality. 








William Tell with his son Walter (oil, by Ernst Stiickelberg) 


When William Tell decided to shoot an arrow through the apple sitting atop his son’s head, he 
made sure his aim was perfect. And although satisfying guests at Swissótel might be a little . .-- 


less risky, it certainly demands the same degree of accuracy. Whether it's orchestrating a xd 


convention of hundreds, or meeting the special tastes of a connoisseur, each unique Swissótel 
offers the sensitivity and wherewithal to make sure everything is just right. So if you're looking 
for a place to spend the night, entertain guests or just enjoy a delicious dinner, zero in on 


Swissótel. It’s the perfect choice. e j swissôtel £7 p. 
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quus director Wong Souk Yee 
was one of 22 young professionals 
detained under Singapore’s Internal Sec- 
urity Act (ISA) last year for alleged in- 
volvement in a Marxist conspiracy to 
subvert the Singapore Government. 
Twenty-one were released after making 
televised confessions. Wong was among 
nine ex-detainees to sign the 18 April 
Statement retracting their confessions, 
which they claimed had been extracted 
by coercion and trickery. Apart from 
one who was overseas, they were ar- 
rested on 19 April. 

Some weeks before this statement, 
Wong wrote a detailed account of her de- 
tention which was circulated inftde Sin- 
gapore. A copy of this, which came to the | 
REVIEW from a third party before the 18 
April statement, is published in abridged 
form below. The REVIEW has advised 
the Singapore Home Ministry that if the 
Internal Security Department (ISD), or 
the persons involved in the interrogation 
and televised confession, wish to reply 
to Wong's allegations, the REVIEW un- 
dertakes to provide equal space as soon 
as hearers The REVIEW will also 
make available the full text of Wong’s ac- 
count to the commission of inquiry 
which the Singapore Government has 
said it will establish to investigate the alle- 
gations of the nine ex-detainees. 





























































21 May 1987: the longest and the 
most harrowing day in my entire life. 
Three policemen and a policewoman 
came to my flat at Telok Blangah Drive 
Jo at about 5 a.m. and arrested me under 

“the Internal Security Act. This state- 
ment is my account of four months and 
one week of detention without trial at 
the Whitley Road Detention Centre. 

Taken to their car after a search of 
the flat and confiscation of some books, 
notes and my address book, I was 
blindfolded throughout the journey. 
“We reached Whitley Road Detention 
Centre about 8:45 a.m. Fingerprints 
and photographs were taken as if I was a 
| criminal. Then, they asked me to 
change into prisoner's clothes. When I 
“resisted, a woman police constable 

threatened to use force if I continued to 

be difficult. 

After the change of clothes and re- 
moval of my sandals (they made me 
walk barefooted for the first three 
days), I was blindfolded again and 
brought to a room normally used for 
family visits (and which therefore 
looked quite friendly). I was told later 
that all the “proper” interrogation 

rooms were being used.” 
I was allowed to sit throughoyt the 
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A cold room with the 
‘devil’ for company 


interrogation and when the air-con got 
too cold at one point, I turned it off. My 
case officer let me warm up a bit before 
he turned it on again. He looked very 
harmless and did not appear to be in- 
timidating. Some months later, he told 
me his strategy was the “professional” 
approach: he did not believe in tricking 
detainees into confession through coer- 
cion, intimidation, false promises and 
p assault. That, of course, was a 

loody lie. While he himself truly did 


not use any of these tactics on me, | 


others definitely did. Our case officers 
played the angel while certain hatchet 
men played the devil. They did not keep 
me waiting for the devil. 

That day after dinner, I was brought 








SKETCHES by Morgan Chua 


Wong: harrowing. l 





to a much more deadening room com- 
plete with a high-power air-conditioner 
directly over my head and two high-wat- 
tage spotlamps on my face. A second 
shift officer had taken over. This is 
when the terror began. At about 8 p.m., 
several men marched into the room. Ex- 
cept for the night officer and the ISD di- 
rector, the rest all stood round me. 

Sim Poh Heng, the deputy director 
of ISD, stood next to me and glared at 
me. I glared back, not knowing who he 
was. He started to smoke and I showed 
some irritation and discomfort. The di- 
rector started off with some questions 
about Kuo Pao-kun [a Singapore 
dramatist once detained under the 
ISA]. Sim interrupted and shouted 


| questions at me. I told him to mind his 
| manners and he swung his right hand 
and hit me on the back of my head with 
his spectacle case. I screamed and as he 
moved to hit me again I blocked him 
with my left hand. I jumped out of my 
chair and ran next to the director (not 
knowing he was the director). I 
screamed at all the men for standing 
around and letting Sim hit me. 

Only then did Sim stop. He then 
took away my chair and made me stand 
under the lights and the director con- 
tinued with his questions as if nothing 
had happened. 

About an hour later they left the 
room. S. K, Tan, number four in the 
ISD and case officer of Vincent [Cheng, 
who was also arrested and dubbed the 
mastermind of the Marxist plot], 
stormed into the room, banging doors 
and tables and shouted questions at me 
about my subscription to Highlights, [a 
newsletter] published by the Catholic 
Justice and Peace Commission. He 
shouted a few more questions at me and 
left the room saying, "Don't let me 
abuse you." He did not hit me but his 
thunderous roar was as alarming as 
Sim's whacking. 

About midnight, Benny Lim, number 
three in ISD, came in and told me that if 
I didn't want to talk, he could always 
lock me up and throw away the key. I 
could then become “Lady Chia Thye 
Poh." (Chia Thye Poh has been detained 
without trial in Singapore for 22 years.) 
My mind quickly conjured up d 
of myself growing grey and mad behind 
bars in a squalid dungeon infested with 
rats and centipedes. My heart sank. 


T interrogation continued for 56 
hours before I was sent to a small cell 
to sleep on the afternoon of 23 May. 
During these two-and-a-half days of in- 
terrogation, I was put inside a freezing 
cold room and was allowed to catch 
some sleep twice: once on the first night 
for about half an hour on the table. 

The cell where we slept every night 
for the first three weeks was terror it- 
self. It was about 10 ft by 12 ft with two 
small barred windows high up on the 
walls, giving ventilation but no view. 
The first moment of stepping into the 
cell was the most shattering as it was 
then that it began to dawn on me that 
the arrest and detention were for real. 
When my case officer told me I could 
“go back and rest," I had thought I was 
going to some nice warm bedroom with 
aclean, fresh bedsheet and pillow cases. 

After the warder locked me behind a 
heavy iron door, I could only find, 
within the four grey walls, two wooden 
bunks without any mattresses, pillows 
or blankets. I was told that I have to 
earn these things by being cooperative. 
By around the fourth day, they gave me 
a pillow and blanket and then on the 
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| the courtyard without 


.| cept a low parapet. 





| room. was spacious and 


<<| volved around my con- 
-Lonection with Vincent 


Who fled Singapore for 





fifth day, they gave me a mattress and a 


straw mat. I thanked God for little mer- 
cies. They must have found me 
“cooperative.” 

The rest of the interrogation was car- 
tied out in a more civilised manner. My 
case officer, nicknamed Penguin, would 
try to punctuate his sentences with some 
boring jokes which surprisingly had the 
effect of me smiling weakly at him. He 
complained that I was always pulling a 
long face especially when the big guns 
came into the room. I should try to look 
friendly or else other people will con- 
strue this as being uncooperative. I 
thought what gross perversion this is — 
that a wounded prey has to smile at the 
predator who is inflicting torment upon 
it. 

After two-and-a-half weeks in the 
small cell, I was upgraded to stay in a 
"suite." The cell was five times bigger 
and had the floor space equivalent to 
that of a HDB [Housing Development 
Board] three-room flat. I had a open- 
top courtyard where the sun shone 
through and I could do my jogging and 
morning exercises there. 








probably would have liked to see more 
people going for useful drama training 
in whichever country. He may even 
have talked to PETA people to invite 
more Singaporeans to attend their 
workshop. This is only expected of any- 
one who is concerned for the well-being 
of one’s country. Yet, the ISD chose to 
interpret this as a sinister act of “talent 
spotting” someone to use drama for 
subversive purposes. 


n several occasions, Benny Lim and 

my case officer had instigated me 
[to be against Vincent, saying that I 
should blame Vincent for getting me 
into this mess and I had been made use 
of by him without even knowing it my- 
self. 

In my moments of confusion, plus 
the fact that I did not know Vincent 
well, I was swayed to believe that Vin- 
cent was in some kind of network in- 
volving me but without even informin 
me. However, as my working [contact] 
with Vincent was minimal, they could 


know the PETA organisers and he 
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use of such Kms and demanded me to. 
write it in my statements. This was o 
course later used for my TV “interview” 
and blown a million times out of propor- - 
tion. From that statement, both BC. 
[the Singapore Broadcasting Corp:] and 
The Straits Times misreported that after - 
my discussion with Wah Piow, I came 
back to re-write the script of Esperanza 
[a play about the treatment of Filipina 
maids written by Wong and produced 
by Third Stage]. 

The truth of the matter is that Wah 
Piow is but one of the many people 
who had “influenced” the scripting of 
Esperanza. Besides Wah Piow, I had 
talked to many people about the script 
and had also read up articles and books 
about the maid problem in Singapore. 
Moreover, my talk with Wah Piow on 
the maid issue was not pertaining speci- | 
fically to the script of the play but as a. | 
social problem existing in Singapore 
then. 

Like in Vincent’s case, they also told 1 
me that®Vah Piow was a very manipula- 
tive person and that he did not want to 
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It also had an attached 
bathroom and toilet and 
running tap. The bed- 


“airy since it opened onto 
any wall in between ex- 


My interrogation re- 


Cheng, Tan Wah Piow [a 
former student leader 


Britain], ex-activists of 
Fuemsso [the Federation 
of United Kingdom and 
Eire Malaysia-Singapore 
Students’ Organisations] 
and the objectives of set- 
ting up Third Stage [an 
amateur dramatic com- 








AT. 
| Tan Wah Piow; Cheng: alleged conspirators. 





pany]. They said Vincent 
sent me to the Philippines to attend a 
drama workshop organised by PETA 
(Philippine Educational Theatrical As- 
sociation) in the hope of my coming 
back and setting up Third Stage for his 
purpose. 

To this [accusation] I refuted vehe- 
mently as the facts are that it was not 
Vincent who sent me to the workshop 
but another friend who recommended 
me to PETA, and Vincent has [had] no 
hand at all in the setting up of Third 
Stage. I think after about a week of 
Statements and counter-statements, the 
ISD officers believed my story, but as 
they had already published [the allega- 
tion about] the Marxist network in the 
press and Vincent was already made out 
to be the “ringleader,” they insisted on 
Vincent having intentions on Third 
Stage and that he had tried to use me for 
his *network," though unsuccessfully. 

To be sure, Vincent did certainly 


e. 





not make me write anything to incrimi- 
nate him. 

On Tan Wah Piow, though I met him 
only for two days in Oxford and one af- 
ternoon in London and nothing else be- 
fore and after it, they grilled me on the 
things he was supposed to have in- 
structed me to do. For a few nights be- 
fore I was sent back to sleep, they re- 
minded me to think of anything else 
Wah Piow had told me and to tell them 
the next morning. 

Much as I tried to remember, I could 
only think of his brief and casual talk 
with me about the Singapore situation 
at that time of our meeting at his Oxford 
house. I mentioned to him about the 
[house-]maid abuse problem in Singa- 
pore and he gave a very crisp as well as 
cryptic analysis to the problem saying 
that it was a problem of “power strug- 

le." 
j My case officer was delighted at the 
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appear too eager to give. 
his comments on the 
script and therefore he 
did it subtly through a. 
casual conversation. 
This time, they had to try 
harder to convince me of 
their story. 

Because of my scepti- 
cism, Benny Lim and my 
case officers had spent 
several sessions showing: 
me “evidence” (in the | 
form of letters and scrib- | 
bled notes) and the in- | 
triguing story of "The 
Great Escape of Tan. 
Wah Piow" in 1975 to. 
convince me about the | 
“mastermind” and his 
“Marxist Network.” The 
stories they wove were 
rather interesting and 
had the making of an in- 
ternational espionage novel. It also pro- 
vided me with a brief respite from the 
continuous statement-writing. E 

To give them due credit, they looked. 
very earnest in their belief about the | 
Marxist conspiracy and they used ali 
sorts of persuasive methods to make me 
accept the story. Not wanting to pro- 
voke them and also due to my own con- 
fusion and lack of personal knowledge 
about Vincent and Wah Piow, I did not 
argue excessively with them over the 
network. I even appeared compliant. 

When it came to the ex-Fuemsso ac- 
tivists, I had to wrack my brain to recall 
all the gatherings I had attended with 
them and the things that we talked 
about and who were the more vocal and | 
opinionated ones. After a while, I could” 
sense that they were trying to pin down 
[Lim] Li Kok [another detainee] from 
my statements. 
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I cguld not but say the fact that Li | ; 
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| tives of Third Stage, 
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Kok was the one who wa isailiy very 
conscious about getting ex-Fuemsso 
and ex-USSU [the University of Singa- 
pore Students’ Union] students to- 
gether and held social gatherings at her 
house. This bit was then used on my TV 
interview. 

The last and the toughest subject was 
on the objectives of Third Stage and its 
productions. Until the TV “interview,” 
my case officer had accepted my state- 
ments about the objectives of Third 
Stage and the meanings behind each of 
our plays. 

However, a few hours before the TV 
"interview," S. K. Tan came into my 
room to rehearse my lines with me. 
When I read out the lines about Third 
Stage being set up to promote social 
awareness, to get people to be more 


"critical and evaluate their lives and as- 


sumptions, etc., he blasted at me to "cut 
out all this crap" and come down to the 
bottom line; that is, in his words, 
Third Stage was set up with the final 
objective of advocating a “Classless 
society! 
I was quite shattered, for after sev- 
eral days of memorising my lines which 
.my case officer had approved, here 
came this person who changed all my 
lines just hours before my TV appear- 
ance and worse, he had made it much 
more incriminating to myself and Third 
Stage. When I showed reluctance to use 
«the words “classless,” S. K. Tan and my 
case officer began - 








that I did not know if Suan Tze was 
“progressive” or not. After much ding- 
donging and delay, they let me off on 
Suan Tze and Į was allowed to return to 
Whitley Centre. 

Those few hours before and during 
the TV filming were murderous. I was 
made to believe that I could go home 
after the TV job [so] that I had become 
careless with the writing of my state- 
ments. Also, the high tension had made 
me suggestible to their wild allegations 
about Third 





belief in] Marxist ideology but I could 


only say that since I knew her only sup- 
erficially, I would not know if she had 
Marxist ideology. 

The blow finally came on 19 June. 7 
p.m.: I was to be detained for a year! 
The shock and the rage sent me into a 
deluge of tears and tirade of abuse to- 
wards my case officer who had to bring 
in Benny Lim to calm me down. Quite 
overwhelmed by my crying and despon- 
dency, they told me that they would 
fight very hard 





Stage. Fortunate- 
ly, besides the 
objectives of 
Third Stage, they 
did not fix me up 


hideously wea 


on other subjects. conspiracy s 
Nevertheless, of untrue and I 
what I had said c ic] 


which were true 
were finally dis- 


statements be. 


lines into one v 









for me to be re- 
leased after three 
months. 

The following 
month was a 
mental holocaust 
for me. I was left 
alone most of the 
time in my cell 
with nothing to 








torted, — misrep- 
resented and quoted out of context, 
thanks to shameless editing. 

One example was Kenneth Liang's 
commentary that when I went to Eng- 
land, I “made it a point to see Tan Wah 
Piow to discuss with him about the script 


of Esperanza." Another was when he | 


said: "Al Santos, a member of the Com- 
munist Party of Philippines, came down 
regularly to direct Third Stage in their 


plays." This was said immediately be- | 


fore my lines about Third Stage inviting 
PETA members to di- 
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i E A k gee 
to intimidate and 


"threaten [me], saying 
that “my life is in my 
own hand." In addi- 
tion, S. K. Tan also 
gave me the impres- 
sion that I was to be re- 
leased soon after the 
TV appearance and it 
now all depended on 
my performance on 


I did play into their 
hands but not com- 
pletely. When [SBC 
interviewer] Kenneth 
Liang asked me on 
“TV about the objec- 


I just could not utter | 
the word "classless" 
and changed it to a 
"more equal" society 








Seow: outspoken critic. - 


rect our plays. The 
member who did come 
down to direct us 
was another PETA 
member and not Al 
Santos. 

The TV program- 
me was given a bloody 
and violent undertone 
with the use of foot- 
age on the 60s and 
70s student rioting 
and demonstrations. 
SBC together with the 
ISD had hideously 
woven our disparate 
lines into one whole 
consistent conspiracy 
story, through the use 
of untrue and provoca- 
tive linking statements 
before and after our 
parts. 








- instead. 

After my filming, which lasted about 
three hours, was almost over, Kenneth 
Liang stole a look at the ISD director to 
check if he was happy with my and his 
performance. The blinking director 
then stood up and asked Kenneth to ask 
me about [Chng] Suan Tze [one of the 
22 detainees, also re-arrested with 
Wong] and then he turned to mesand 
asked me to say something to the effect 
thatSuan Tze was "progressive." Know- 
ing the ISD's connotation with the 
word "progressive," I told the derector 





P After the TV farce, 
which was filmed on 11-14 June, 
three weeks after our arrest, I had al- 
most finished my statements and I was 
only left to wait for my “sentence” due 
on 19 June. My case officer had to think 


| of all sorts of ways — chess, quizzes, rid- 


dles — to put my mind off the detention 
question. 

But he kept coming back to me on 
my knowledge of [Teo] Soh Lung [a 
lawyer, one of the 22 detainees, also 
now re-arrested]. My heart sank for her. 
They kept asking me if Soh Lung had [a 


| 








do except to read 
the books which my husband Kheng 
Sun brought me weekly. The only relief 
was the weekly family visit and my case 
officer’s twice-weekly visits, which also 
meant tasty food. Usually, mornings 
and evenings were easier to pass but af- 
ternoons were long hot hours and time 
seemed to drag on, listlessly and aim- 
lessly. I even got angry with the sight of 
thick books, for they seemed to be tell- 
ing me I would be staying in there for a 
long while, so I would have ample time 
to read them. 

I had my third and the last lawyer's 
visit by Francis Seow [former president 
of the Singapore Law Society and an 
outspoken critic of the government] on 
the second week of July. When the ISD 
officers knew that I was still keeping a 
lawyer, they had tried many times to 
dissuade me from engaging him, giving 
reasons like he will slit my throat with 
his fees and that keeping a lawyer could 
be misconstrued by the government as a 
sign of obstinacy and non-repentance. 
Moreover, they told me I would very 
likely be out in three months so there 
was no need for a lawyer to aggravate 
things for me. 

For these reasons, they also told me 
not to appeal against my detention 
order. They further gave the reason that 
even if the Appeal Board were to decide 
that I could be released earlier, that 
would take them about three months to 
make that recommendation. What 
could be worse, they added, was that if 
the Appeal Board recommended six 
months for me while the ISD said three, 
then I would be in a fix. 

Having lost all faith in the system, I 
had no choice but to give up any hope of 
appealing. At that time, my state of 
mind was only preoccupied with going 
home as soon as possible. The fact that 
an appeal in an open court would have 
given me a chance to refute the lies the 
ISD had conjured up never crossed my 
mind. Thus, for the second time, I had 
played into the ISD's hands. o 
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1988: Alcatel E10 


Alcatel E10: all set for ISDN. Alcatel CIT has delivered 
the first Alcatel E10 exchange fully equipped for ISDN 
Installed in Brittany, it is part of the RENAN operation, an 
ambitious PTT-program aimed at offering ISDN to the Paris 
area in 1988 and extending the service to all French 
subscribers in 1990. Alcatel E10 is fully featured for ISDN. Its 
CSN, the subscriber digital access unit that will be gradually 
incorporated to the exchanges already in operation, offers 
plug to plug compatibility for analog and ISDN line modules 
CSN supports all ISDN access interfaces. It is equipped with 
CCITT No.7 signaling, a guaranty of flexibility for further 
requirements. Apart from the Brittany exchange, 200.000 CSN 
lines have been installed @ different countries and over one 
million have been ordered by the French Telecommunications 
to support the RENAN implementation 





Alcatel E10: evolution-designed. ISDN is but one 
example to the Alcatel E10 system's constant capacity to evolve 

In order to constantly offer the best solution to the ever- 
increasing requirements of users and network operators, Alca- 
tel CIT conceived its Alcatel E10 system on the basis of an open 
architecture in which each function is handled by independent 
software and hardware modules. New functionalities are 
introduced at any time by simply adding complementary 
modules to meet whatever need is expressed 

Throughout the years, Alcatel CIT has built up an extensive 
software library while installing Alcatel E10 in 59 countries 
worldwide so far. This is an exceptional asset. The living proof 
of the quality and maturity of Alcatel E10's software is given by 
1300 exchanges in operation in the world gerving 21,000,000 
subscriber lines and trunk circuits. 
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ISDN a reality in France. 


Alcatel E10: ISDN backed by experience. Each of 

these exchanges is serving an average of either 13,000 transit 

trunks or 20,000 subscriber lines with capacities of over 50,000 

lines largest ones. 

Long before the ISDN development, Alcatel CIT has gained 

unequaled experience in supplying new services. 

Alcatel CIT has delivered the newark infrastructure of the A L C À T E L 
French Videotex, which now serves more than 3,000,000 

subscribers, who can get access to over 4,000 services. 

With 800 Alcatel E10 digital switching systems in service, over 

half the French network is digital. Consequently, 64 kbit/s 

switched bearer service has been made available by the 

French Telecommunications throughout the territory. Alcatel CIT e 

also provides data and store and forward message networks Alcatel CIT - 33, rue Emewav - 75725 Paris cedex 15 
serving tens of thousands customers. France - Tél. (33-1) 45711010 -fax: (1) 4577 4492 - Télex: 250927 F 


If Deutschmark investments are part 
-of your pension fund strategy, you are 
familiar with the variety of DM instru- 

ments available. 
But, there are subtle differences 
in yields, liquidity, maturity, and depth 


© ofthe market. Thereare yetothe[ *. 


‘considerations which mav require 


tailor-made solutions. Our experts 
would like to talk to you about them. 

WestLB is one of the leading Ger- 
man banks issuing DM bonds. After 
all, we have over DM 60 billion in 
circulation worldwide. When the future 
of young people is at stake, make sure 
vour plans include WestLB. 
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By Suhaini Aznam in Kuala Lumpur 


ollowing incidents where Christian 
| missionary work among Muslims 
has caused Malay unrest and inter-re- 
. |.-ligious tension, some Malaysian state 
governments have enacted protective 
legislation against anything that could 
be construed as influencing a Muslim to 
give up his religion — even the use by 
non-Muslims of certain words 
phrases in common usage. 
| Because some terms in Bahasa 
Malaysia are the same for both Christ- 
ian and Islamic concepts, the state gov- 
ernments fear that missionary workers 
could lure Muslims by invoking Allah's 

“name or referring to religious practices 
(or. officials normally associated with 
Islam though they are actually discuss- 
ing Christian churches. 

Four states so far have passed the 
Non-Islamic Religions (Control of 
Propagation Amongst Muslims) Enact- 
ment 1988 — the two religiously conser- 
ive east coast states of Kelantan and 
rengganu, followed more recently by 
Selangor and Malacca. Other states are 
expected to follow suit. 

In the Selangor law, the first offence 
i$ states that a person who influences or 

| incites a Muslim to be inclined towards, 
or become a member of, any non-Is- 
lamic religion, or to give up Islam, could 
be jailed for up to a year or fined a 
maximum of MS10.0 J0 (US$3,900). 
That the Muslim was not affected by 
anything said to him shall not constitute 
a defence. 

The schedule to the law lists 25 
Muslim words and 10 expressions 
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Mum's the word 


Non-Muslims forbidden to use words that may confuse Malays 


| which non-Muslims are now forbidden 
| — on pain of a fine of up to M$1,000 
— to utter in public as descriptions of 
any aspects of any non-Islamic reli- 
i 
| 
i 


gion. These include words like nabi | 


(prophet) and iman (faith). Malaysian 
Islamic authorities believe that the lan- 
guage of Islam is meant for Muslims, 
at least when it comes to missionary 
work. 

Ironically, the specific problem of 
terminology emerged with the spread of 
| Bahasa Malaysia as the national lan- 
guage in the late 1970s and 1980s. Bibles 
were translated into Bahasa Malaysia 
for the benefit of that generation of child- 
ren whose medium of instruction was 
entirely in that language. In Sabah and 
Sarawak, Bahasa Malaysia is the lingua 
franca of many of the non-Muslim indi- 













genous peoples and much of the Chri 
ian missionary activity there is carried 
out in the national language — with the 
help of Bibles and pamphlets printed in 
neighbouring Indonesia. + 

In late 1986 police seized Bibles and 
pamphlets from Indonesia. “We don't 
want Muslims confused into buying a 
book called A/-Kitab [Arabic for "The 
Book' when it is not," said Datuk 
Abdul Hamid Othman. the director- 
general of the Islamic Centre in Kuala. | 
Lumpur. To a Muslim, the Kirab invari=. 
ably refers to the Koran, but if the Bible 
is also called the AI-Kitab, this could 
lead to confusion. ; 

The irony lies in the twin desires for 
Islamisation and nationalism. — and 
therefore a national language. Because — 
of the great overlap in the Malay and 
Muslim identities, however, the Malay | 
language has absorbed a number ¢ 
Arabic terms and forms: of gre 
which even non-Muslims | no 
as Malay, instead of strictly | 
terms. E 

But the new laws are not targi 
such social contexts. "I don: 
Malays take offence ¥ 
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Double jeopardy? 


of subsequent freedom. 


e 


MP claims re-arrest a contempt of court 


O pposition member of parliament Karpal Singh, fighting 
re-arrest and detention under the Internal Security Act 
(ISA) after being freed on a court order on 9 March, claims 
that the police were in contempt of that order when they re- 
arrested him. Lawyer Karpal told the High Court on 21 
April that “I could not possibly have done anything to merit 
re-arrest, detention and interrogation,” during the four 
months in which he was first detained and in his nine hours 


Karpal, of the Democratic Action Party, was among 106 
people arrested in October 1987 for being, according to po- 
lice, a threat to national security. He subsequently applied 
for a writ of habeas corpus claiming unlawful detention, and 
Justice Peh Swee Chin released him when he found the sixth 

-. charge in Karpal’s detention order — that he had addressed 
a gathering last October on a Chinese education issue which 
was alleged to be raising racial emotions — to be factually 

= wrong. Karpal was not even at the gathering. The entire 
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Muslims leave a mosque after prayer: Christianity off limits. 
Yes nt a tee UE 


detention had therefore been made in bad faith, Peh said. 

The police hastily amended the sixth charge and, on Kar- 
pal’s way home to Penang, his car was stopped and he was 
re-arrested. A week later, the home minister issued a second 
preventive detention order on him. 

Arguing against his re-arrest, Karpal said that he could 
not be arrested twice under the same section of the ISA, 
which allows for detention without trial, since once a verdict 
is given on a matter it cannot be brought up for retrial. 
There would be no end to proceedings if each time an irregu- 
larity was discovered, the respondents could just make a 
correction and re-arrest a person, he said. 

The counsel for the government, Ng Aik Guan, argued 
that the police had the powers to invoke that same section of 
the ISA if they had reason to believe that a person was still a 
threat to national security. Similarly, the home minister had 
issued the second order after having made further inquiries 
and studying the information afresh. The second order car- 
ried modifications in two of the six grounds for detention. — 
There was no intention to flout or disregard Peh's decision, 
said Ng. Judgment has been reserved for 26 May. 



















































— Suhaini Aznam 





*| be with you] by their Chinese and In- 

















greeted with Assalamualaikum [Peace 


dian friends," said Hamid. But should 
they ridicule these phrases, say by un- 
corking bottles of wine with shouts of 
Allahu akbar (God is great), that would 
be derisive and therefore punishable 
under existing laws. 

The new laws are thus still large- 
ly precautionary, rather than reac- 
tive, in nature. They are to guard 
"against outsiders trying to stir this 
[communal and religious) calm," said 
Hamid. Islam is Malaysia’s official reli- 
gion but because of the division be- 
tween state and federal powers, religion 
. is a state responsibility. 

Hamid says Malaysians have always 
respected each other's religions, "with 
everyone staying within their own [re- 
ligious] borders." But, he added. "only 
lately, there are signs that things are be- 
coming chaotic." 

Muslims converting to Christianity is 
an emotional subject at the best of times 
among the almost entirely *Muslim 
Malays who make up 53% of the popu- 
lation. Last June, the issue of conver- 
sions exploded into the headlines when 
two Malay Christian converts, Kamalud- 
din Tahir and Salleh Omar, spoke pub- 
licly of their successful missionary work 
among Muslims. 





Ove Parti Islam president 
usof Rawa further stunned Mus- 
lims when he claimed that 60,000 
Malays in the country were not Mus- 
lims, though he later clarified that he 
had included non-practising Muslims in 
that number. Then in September, police 
arrested both Kamaluddin and Salleh 


under the Internal Security Act for in- | 


citing religious tension. 

Although freedom of religion is 
guaranteed in the constitution, the only 
conversion encouraged by the govern- 








PAPUA NEW GUINEA 





Statesmen unstuck 


Wingti and Somare call off proposed coalition government 


By Bailey Ericson in Port Moresby 


B: Papua New Guinea (PNG) 
appeared headed for a government 
of national unity in the confused after- 


math of Prime Minister Paias Wingti's | 


11 April adjournment P cata for 
two-and-a-half months. Wingti’s move 
bought him time to prepare for an oppo- 
sition no-confidence motion, but his de- 
cision to shore up his seven-party coali- 
tion by readmitting People’s Action 
Party (PAP) leader Ted Diro to his 
cabinet — despite corruption allega- 
tions hanging over him — brought a new 
crisis. 

Combining expediency with states- 
manship, Wingti and opposition leader 
Michael Somare on 20 April announced 
agreement in principle to form a na- 
tional coalition. And for 45 hours, it 
seemed the embattled prime minister, 
who formed his current government 
only last August, might have thus 
gathered the numbers he needed to 
change the constitution to discourage 
the destabilising no-confidence motions 
which have beset past administrations. 

With four words on 22 April, how- 
ever, Somare again illustrated the ever- 
fluid barriers of PNG politics. “The deal 
is off,” he said, blaming Wingti for the 
collapse of negotiations. Wingti was re- 
luctant to comment — because of his re- 
spect for Somare, he said. 

Wingti had set in motion the chain of 
events when he telephoned Somare a 
week earlier and told him, “it’s time we 
talked.” But in retrospect, the seeds of 


| dissent were already evident even as the 


ment is to Islam. Non-Muslims have not | 


ublicly objected to this, but a carpenter 
in Kelantan created a furore in 1986 
when he filed a writ of habeas corpus 
seeking the release from the state religi- 
ous council's hands of his 16-year-old 
daughter, Ng Yee Kuan, who had been 
converted to Islam without his know- 
ledge. A few days later, a labourer filed 
a similar application for his 17-year-old 
daughter. 

"We know we are not supposed to 
preach to Muslims," concurred the 
Archbishop Emeritus of Kuala Lumpur 
Tan Sri Dominic Vendargon. But fun- 
damentalist Christian groups from the 
US "are the people who disturb the 
Muslims because they do not know our 
history," he said. 

Allah, for instance, is Arabic for 
God and is used by Arab-speaking 
Christians as well. "Since there is only 
one God, how can we just play with 
names?" he asked. Similarly, Christians 
using Bahasa Malaysia editions of the 
Bible could not avoid referring to nabi 
or uman. e B 


A 


two made their initial coalition an- 
nouncement. 

Despite their apparent sincerity. 
neither man was able to overcome the 
opposition of his backbench and the 
minor parties in their respective coali- 
tions. 

The deal would have got Wingti off 
the hook of his embarrassing depen- 
dence on Diro, whose 15-strong PAP 
bloc has stuck with him since he was ac- 
cused last August in a judicial inquiry of 
involvement in an alleged export price- 
transfer scheme while forests minister 
Diro has denied the allegations. 

Without the PAP, Wingti could 
count only on the 36 members in his 
own People's Democratic Movement 
(PDM) and the eight MPs of Finance 
Minister Sir Julius Chan's People's 
Progress Party. To make a majority in 
the 109-member house, he would have 
to attract and hold fickle minority 
groups. 

For his part. Somare was probably 
trying to ensure his beloved Pangu Party 
— which he helped to form in 1967, 
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| Wingti: embattled. 


eight years before PNG gained indepen- 
dence — was again returned to govern- 
ment before he retired from active poli- 
tics as its leader. Somare’s heir-appar- 
ent, Rabbie Namaliu, would most likely 
have been deputy prime minister under 
the coalition agreement. 

After the agreement broke down, 
Somare said Wingti had wanted only to 
join his PDM with Somare’s Pangu 
Party, the dominant party in the opposi- 
tion. This was unacceptable, said So- 
mare, leaving himself open to later 
claims he had simply been testing the 
waters in a bid to assess the govern- 





ment’s strength for when the opposi- 
tion’s held-over no-confidence motion 
comes up for debate on 27 June. 

According to Somare, Wingti had 
also rejected his demands for a code of 
conduct whereby ministers under inves- 
tigation or facing charges would be 
excluded from office. This was an indi- 
rect reference to Diro. 

The Wingti camp argues that Somare 
was "putting the cart before the horse" 
in making a break with Diro a pre-con- 
dition of the coalition. Nor was the com- 
mitment of the Pangu rank-and-file be- 
hind Somare to the coalition. made 
clear. Only after a partnership between 
the Pangu and the PDM was forged 
would it be possible for Wingti to push 
Diro out. 

Wingti's soft words about Somare, 
however, could offer some hope that 
all is not lost. "They were made in the 
spirit of salvaging whatever chances re- 
main down the line,” said one govern- 
ment official. Meanwhile, Wingti can be 
expected to try to go around Diro to 
make direct contacts with the PAP 
members, with the aim of winning them 
away. ü 
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HongKongTelecom sz:tz: 


HONG KONG TELECOM SETS THE PACE 
FOR GLOBAL TELECOMMUNICATIONS 


“Hong Kong lelecommunications Limited re- 
presents a major commitment to the continuing 
development of the telecommünications 
infrastructure of Hong Kong and its ole in. 
the regional and global telecommun. 
network. E 


It gives Hong Kong people the opi ort 


This new company brings together the 
\ expertise of over 16,000 staff who are 
dedicated to providing the very best: 
telecommunications services and 
facilities for Hong Kong." 


Sir Eric Sharp, cat : 
Chairman 


Hong Kong Telecommunications Limited 


A member of the Cable and Wireless Worldwide Communications Group = 


^... World Leader in Telecommunications" 


New Mercury House, 22 Fenwick Street, Hong Kong, Tel: 5-8621111 TP: 73240 CWADM:-HX . Fax: 
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PHILIPPINES 





` By James Clad in Manila 


Des the Philippines intend to en- 
force its constitutionally mandated 
nuclear weapons-free policy? Or is it 
just for show, a declaration of good but 
deferrable intentions? A lot rides on the 
© answers to these questions, including 
the future of US military bases here. 
The issue surfaced anew at the end of 
April as the bicameral Philippine Con- 
gress pondered various bills to enforce 
the ban, set out as a key state policy in a 
© constitution ratified in February 1987. 
"The constitutional provision proscrib- 
ing nuclear weapons has also been ta- 
bled for discussion at the current bila- 
_ teral talks reviewing the Philippjne-US 
military bases agreement. 

The constitutional provision itself is 
seen as equivocal. “The Philippines,” 
says Section 8, Article IT, "consistent 
with the national interest, adopts and 
pursues a policy of freedom from nu- 
clear weapons in its territory." Most 
members of the constitutional commis- 
sion drafting this clause in 1986 in- 
tended the word "consistent" to mean 
"subject to." 

.. However, to ensure that the ban is 
accepted as absolute, legislators of a 
more nationalist persuasion have filed 
six different bills since last year that 
would define the reach of the prohibi- 
tion and establish the government's en- 
forcement duties and various penalties 
for those found in violation of nuclear- 
weapons legislation. 

The 23-member senate has moved 
more quickly than the legislature's 197- 
member house of representatives. On 
- 25 April, the senate received back from 
two of its select committees a composite 
draft law incorporating most of three 
earlier bills variously sponsored by 12 
| senators. By contrast, the lower house's 
]::35-member select committee on na- 
“tional defence had yet to schedule hear- 
ings for anti-nuclear bills filed months 
ago by three members. 

The joint senate bill coming back 
from the upper house's national defence 
and security committee and its foreign 
relations committee carries the title 
"Freedom from Nuclear Weapons Act." 
Íntroduced by Sen. Wigberto Tanada, 
the bill contains a broad definition of 
"prohibited acts" in relation to broadly 
defined "nuclear weapons." It aims to 
create a “nuclear weapons monitoring 
. commission" empowered to keep the 

public informed while keeping nuclear 
arms out of the Philippines. 
The senate bill would: 
» Prohibit storage of nuclear weapons 
— defined as “any device or weapon or 
1 any of its parts or components" ®— in 


* 











| Tough talk on the bomb 


| The senate considers giving teeth to anti-nuclear policy 


Philippine territory “including the exist- 
ing military facilities of the United 
States.” 

» Prohibit the “transit, port calls, sta- 
tioning and servicing" of “nuclear- 
armed, nuclear-powered and nuclear- 
capable" ships, submarines, "overland 
transporters" and aircraft. 

» Empower the monitoring commis- 
sion to “conduct an inspection" of visit- 
ing vessels or other craft; to de- 
mand that these visitors “warrant 
or guarantee the absence of 
any nuclear weapons or any parts 
or components 
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going to the president for signing into 
law. Since convening in July last year, 
the lower house has shown itself gener- 
ally more conservative and parochial 
than the senate. This political reality 
prompts cynical speculation that the se- 
nate is indulging in a nationalist display, 
knowing that its bill has no chance of be- 
coming law. 

Lower-house bills similar to the se- 
nate’s have come from congresswoman 
Anna Dominique Coseteng and con- 
gressmen Juanito Camasura and 
Florencio Abad. These bills have won 
much less press attention here than 
those in the senate. To date, only the 
lower-house subcommittee on interna- 
tional relations has examined their 
drafts. The national defence commit- 
tee, headed by powerful Tarlac con- 
gressman Jose Yap, shows little interest 
in scheduling hearings. 

Although confident of the outcome, 
the US Embassy is 





thereof" and to 
deny entry to any 
vessel or craft "that 
refuses and resists 
verification of the 
presence of nuclear 
weapons." 

The only excep- 
tions to an absolute 
ban, Tanada told 
the senate on 25 
April, would be for 
ships in distress — 
and only then after 
presidential dispen- 
sation. Besides 
Tanada, the sena- 
tors sponsoring va- 
rious bills now 
supervened by the 
joint committee's 
draft are: Heherson 
Alvarez,Teofisto 
Guingona,Ernesto 
Maceda,Alberto 
Romulo,Orlando 
Mercado, Aquilino 








Cloud over future of US bases. 


watching the legis- 
lative manoeuvr- 
ings carefully. If it 
becomes accepted 
that a presidential 
determination of 
the "national in- 
terest” tempers an 
otherwise absolute 
nuclear ban, the 
^ outcome will favour 
the status quo. 
With a type of man- 
aged ambiguity, the 
US bases can con- 
tinue to operate 
without hindrance. 

However, mea- 
'sures like the senate 
bill, which Tanada 
said “seeks to effec- 
tively implement 
and enforce the 
constitutional ban 
on nuclear weapons 
on Philippine terri- 
tory," would strip 





Pimentel, Santanina 
Rasul, Victor Ziga. 
and Jose Lina. 


Agapito Aquino 


S enate president Jovito Salonga, who 
also had sponsored an anti-nuclear 
bill, told the REVIEW on 25 April that 
the new joint bill *may be passed by the 
senate in substantially the same form" 
as it took on 25 April. Sen. Joseph Es- 
trada, a movie star and former Manila 
municipality boss, may add his name to 
the list of 12 senators likely to vote for 
the joint senate bill. Estrada surprised 
his colleagues in mid-April by delivering 
an anti-US bases speech. Another two 
senators may also vote for the measure. 

Even if the bill passes in the senate, 
its fate in the house of representatives is 
even less certain. Under the Philip- 
pines’ US-style congressional system, 
any senate measure must also win ap- 
proval from the lower house before 
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= away this- uncer- 
tainty. This or other legislation curbing 
Aquino’s discretion — and thus reduc- 
ing ambiguity — would therefore not be 
welcomed by the US. 

Neither would it be welcomed by 
Filipino negotiators, who want leverage 
from the constitutional clause to force a 
higher level of Philippine operational 
control at the bases and who do not 
want an equivocal ban to become an ab- 
solute prohibition. This type of thinking 
extends into the presidential palace. 
Some advisers to President Corazon 
Aquino think she might even veto a 
strong anti-nuclear bill, arguing that it 
would infringe on executive discretion. 

On 23 April, Foreign Secretary Raul 
Manglapus said he had “made it clear” 
to the US side that the constitutional 
provision banning nuclear weapons 
“would be implemented” but he gave ne | 





further details. 
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| REFUGEES | 


"| A change of heart 


Thailand agrees to allow Vietnamese boat people to land again 


By Murray Hiebert in Bangkok 


hailand has again agreed to grant 
asylum to Vietnamese boat people, 
but new arrivals will not be eligible for 
resettlement abroad, Thai officials said 
after signing an agreement with the UN 
High Commissioner for Refugees 


(UNHCR) on 20 April. Instead, offi- 


cials said, new refugees will be sent to a 
holding centre along the Cambodian 
border. 

In January, Thailand closed its doors 
to new Vietnamese refugees, and boats 
reaching the coast were pushed back to 
sea — prompting protests from UN 
agencies, the US and private relief or- 
ganisations.. The new agreement with 
the UNHCR suggests that Bangkok has 


| softened its pushback policy and has 
j partially reopened its shores to new 


Vietnamese arrivals. 
Under the agreement, Thailand will 


; allow: boat-arrivals to land but, as a de- 


-to new: Vietnamese refugees, 
they will no longer be eligible to be in- 
terviewed by third countries for over- 


seas resettlement, Thai officials said. 





The Sensible Compromise Between Risk And Reward | - 


HERE IS A SENSIBLE COMPROMISE BETWEEN RISK AND 

REWARD — the Geofund Convertible Bonds, managed by 
Manufacturers Hanover Investment Management Group who 
manage assets worldwide of US$8 billion. Convertibles provide 
investors with defensive qualities in a falling market, while maintaining 
the potential for profit in a rising market. The Fund provides the 
additional layer of professional day to day management to maximise 


gains from this sector. 


Geofund Convertible Bonds was launched in 1984 and is a mixture 





The new arrivals will be sent to a | 
holding centre — which is being built for 
8,000 refugees with help from the 
UNHCR — next to a camp for Cambo- 
dians along the Thai-Cambodian border 
known as Site 2. Officials say the ref- 
ugees will be kept there until arrange- 
ments can be made for them to be 
"safely repatriated." Vietnam so far has 
shown little interest in discussing ref- 
ugee repatriation. 

"We must wait to see if the new pol- 
icy is actually implemented on the 
coastline," an international refugee of- 
ficial said. *Right now it's still a mixed 
| Scene. We hear some reports of boats 
landing, but we hear other reports of 
boats being towed away or shown the di- 
rection to Malaysia," he said. 

About 900 Vietnamese who have ar- | 
rived since January have already been 
moved to Site 2, which is a crowded 
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camp with 160,000 Cambodian ref 


i Thai officials became a 


| Thai and Cambodian smuggle 


Investors should note that between the period October to December 
1987, during which the world stockmarkets crashed; the Geofund 
Convertible Bonds declined by only 7.7%. We see this as a strong. 
endorsement of the fund manager's skill at asset allocation. Investors. 
will also be interested to know that since Ist January 1988 the fund has 
risen by 6.1% (figures from SCMP, bid to bid). x 





















ugees, most of whom are loyal to th 
Khmer People's National Liberatio: 
Front, a non-communist: resistanc 
group fighting the Vietnamese army in 
Cambodia. Another 1,800 new arrivals | 
are to be moved from eastern Thailand 
tothenewadjoiningcentre. o ooo 
Some refugee workers warn about 
mixing Vietnamese with Cambodian. 
refugees and fear an increase in cam 
violence if more are added. “Site 2 is a 
timebomb ticking away," an official 
said. Relief workers say the camp is 
nerable to shelling from Cambodia, 
the Vietnamese could face discrimin 
tion because of centuries-old ethni 
animosity between Cambodians and 
Vietnamese. The centre will be rui 
the Thai military but, official 
UNHCR will “provide prote 
the refugees. Up e 
Thailand clamped down | 
namese boat people in . 





den increase in arrival: 

(REVIEW, 11 Feb.). Mo 
Vietnamese refugees ente 
last year, three times thi 
1986. More than 75% of t 
arrivals travelled overlan. 
nam across Cambodia t 
port city of Kompong 
they chartered: boats. — o 











of currencies, equities, convertibles and cash. The fund size is currently 
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US$15M. Dealing oceurs daily with the minimum investment being | 
US$2,000. We strongly recommend the Geofund Convertible | 
Bonds to those investors who are seeking risk diversification, or those | 
not yet involved in the convertibles sector. We would remind investors ! 
however that the price of units and the income from them may go | 
down as well as up and that there may be circumstances where dealing 
in the fund may be restricted from time to time. i 
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for the. short trip to eastern Thailand. 

Suwit Suthanukul, secretary-general 
of the- Thai National Security Council, 
said in. late March that Thailand 
adopted the tough measures out of con- 





‘cern that it would be stuck with hun- 


‚dreds of thousands of refugees because 
‘many Western resettlement countries 
are reducing their intake. Nearly 1 mil- 
lion Indochinese refugees, including 
about 130,000 boat people, have fled to 
Thailand since the Vietnam war ended 
13 years ago. 

Thai officials believe the new arrivals 
are "economic migrants" rather than 
refugees from persecution. "Refugees 


". are those who go out of their country be- 


cause of a fear of persecution — these 
come for a better life," Suwit said. 

But relief workers who interviewed 
new arrivals last year found that two- 
thirds said they faced discrimination in 
Vietnam because they or family mem- 
bers spent time in “re-education camps" 
set up for officials of the formeg South 


| Vietnamese government. 


Retugee officials estimate that more 


- than 100 refugees died, mostly from 


drowning when their boats were pushed 


voff after the blockade was first set up. 
. Although violence against the boat people 


stopped after the first few weeks, the 


` pushback policy caused a sharp drop in 


new arrivals. Officials in Thailand’s 
eastern provinces report that fewer than 
40 refugees landed in March, down 
from more than 2,000 in January. a 








Beware the exodus _ 


Malaysia serves notice that boat people’s camps will be closed 


By Suhaini Aznam in Kuala Lumpur 


A rocky island off the Trengganu 
coast, and temporary home to some 
230,000 Vietnamese refugees at some 
point or other since 1978, may stop 
being a rough, if welcome, haven for the 
boat people in a year’s time, if the 
Malaysian Government has its way. Dep- 
uty Foreign Minister Datuk Abdul- 
lah Fadzil Che Wan said on 22 April that 
refugees arriving after next April 
“should expect to be shooed away.” 

Two days later, Prime Minister 
Datuk Seri Mahathir Mohamad tem- 
pered these words by saying Malaysia 
would seek alternative solutions before 
closing the camp. The Foreign Ministry 
has been directed to begin talks with 
Vietnam, third countries and the 
United Nations High Commissioner for 
Refugees (UNHCR) to help to resettle 
the refugees. 


In the 10 years that Pulau Bidong has | 


served as a transit camp, this is the first 
time that Malaysia has set an actual 
deadline for its “return” to Trengganu. 


“The local people have had enough | 


of the Vietnamese presence on the is- 
land," local newspapers quoted Minis- 
ter in the Prime Minister's Department, 
Datuk Mohamed Yusof Nor, as saying 


| on 21 April. "We are serving the one- 
year notice so that we will not be re- 
| garded as inhumane." ; 
| Together with Thailand, Malaysia 
| feels it has borne the brunt of the Viet- 

namese refugee problem. The first wave 
| of refugees arrived in Malaysia in May 
| 1975, about a month after the com- 

munists took Saigon. Pulau Bidong be- 
came a transit camp in 1978 on the un- 
derstanding that the refugees would be 
quickly resettled in third countries. 

Since then, the Trengganu state gov- 
ernment has asked that the camp be 
closed, saying the rich fishing grounds 
around the island can be exploited or 
that it can be turned into a drug rehabili- 
tation centre, though this idea seems to 
| have been abandoned of late. Tradi- 
tionally, fishermen have used Pulau 
| Bidong as a shelter when seas get rough. 
They cannot do so now because the is- 
land is off-limits to the public. Town 
folk of this east coast state also say the 
prices of basic goods rose steeply after 
the refugees landed and a black market 
sprang up. 
Malaysia’s sudden tough stand may 

only be echoing Thailand’s own deci- 
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DEFENCE 


The security scenario 


India blames Pakistan for increased regional tension 


By Salamat Ali in New Delhi 


he Indian Defence Ministry's latest 
annual report to parliament high- 


lights the deterioration of the security | 
environment in South Asia and expect- 


edly singles out Pakistan as the main 
cause, while mentioning China's im- 
proved military position in Tibet. How- 


ever, in contrast to earlier reports, it also 


points to the Iran-Iraq War and argues 
that India has “high stakes" in its peace- 
ful resolution — more so in view of the 
superpowers' naval escalation in the 
Gulf. 

On its part, India has continued its 
weapons modernisation and recently 


-| leased from the Soviets its first nuclear- 











powered submarine as part of an expan- 
sion of naval forces which has caused dis- 
quiet among some regional analysts. 
The report argued that, along with a 
quantitative increase in its armed forces, 
Pakistan had sought to gain a technologi- 
cal edge over India. Affecting regional 
security was the enhancement of the 





Pakistan Air Force's electronic counter- 
measure and precision-strike capability. 
The report claimed that such acquisi- 
tions and the quest for Airborne Warn- 
ing and Control Systems, were far 
beyond Pakistan's genuine defence 
needs. Islamabad has justified its arms 
purchases on defensive needs arising 
from the Soviet-Afghan threat. 

The report also accused Pakistan of 
continuing to pursue a weapons-oriented 
nuclear programme but did not mention 
India's own likely response. Islamabad, 
however, has maintained that its nuclear 
programme is for peaceful purposes 
only. Further charges against Pakistan 
included hostile activities in the disputed 
Siachen glacier area in Kashmir; in- 
volvement in Sikh separatist activities in 
Punjab, and other unspecified "negative 
actions" that prevented normalisation in 
the wake of de-escalation of last year’s 
border tension. Late last year, Indian 
troops carried out large-scale man- 


oeuvres along Pakistan's borders, re- 
sulting in counter measures by Pakistan 
and the crisis had to be defused through 
high-level negotiations. 

On Indo-Bangladesh relations, the 
defence report said the presence in Tri- 
pura state of 49,000 refugees from 
Bangladesh's Chittagong Hill Tracts 
“complicates relations between the two 
countries." It accused Dhaka also of 
meddling in India's affairs by continuing 
| to support insurgent groups in the north- 
eastern states. The Indian military 
operations in Sri Lanka were described 
as aimed at preserving the island na- 
tion's unity and integrity and securing 
India's major strategic interests, though 
the latter were not spelled out. 


oO: the Sino-Indian border, the re- 
port noted some improvement in the 
two countries’ relations but added that 
China was continuing to upgrade its 
logistical and communications network 
and improve military airfields in Tibet. 
Moreover, China increased its troop 
levels along the border with India last 
year. However, both sides in the course 
of their annual bilateral talks had agreed 
to avoid confrontation. 

On India's own preparedness, the re- 
port stated that during 1987-88 the army 
inducted new weapons and modernised 
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sion in January to turn away the boat | 





* 








people. By March this year alone there 
were 2,921 new arrivals in Malaysia. 
Now with Thailand virtually closed, 
Malaysia fears that the entire burden of 

roviding first asylum would fall on 

ulau Bidong and the Sungei Besi pro- 
cessing camp just outside Kuala Lum- 
pur, where refugées who have been ac- 
cepted by third countries are sent. Pulau 
Bidong currently holds 8,104 refugees, 
the Sugei Besi camp about 2,400. 

The numbers worry Malaysia. For 
the first time since the 1979-80 refugee 
exodus, arrivals are on the rise — from 
7,400 in 1986 to 8,382 in 1987. Of these 
7,011 were resettled in 1986 and 8,196in 
1987. This is a good rate by interna- 
tional standards but leaves behind 200- 
300 refugees each year who are refused 
entry to third countries. 


S» 500 of the 10,000 Vietnamese 
refugees now in Malaysia have been 
categorised as long-stayers, defined as 
those who have been here more than 
three years, said UNHCR commis- 
sioner Jean Pierre Hocke on a visit here 
from 7-9 April. 

Most are without family links in the 
countries they would like to resettle, he 
said. And it is not true that recipient 
countries refuse the handicapped, he 
added. 

The US, Canada and Australia re- 
main the three main recipients of Viet- 
namese refugees from Malaysia, with the 
US having taken in 127,810 since 1975, 





existing ones. The improvements in- 
cluded induction of new tanks like the 
Soviet-built T-72, the upgrading of arm- 
ament and fire-control equipment on 
existing armoured vehicles, replacement 
of old field artillery with 155-mm guns, 
introduction of new radar and induction 
of the latest equipment for high-altitude 
warfare, mine-laying, mine-clearing 
and signalling. 

In the past year, in addition to its 
nuclear-powered submarine, the navy 
commissioned two conventional sub- 
marines, two minesweepers, one missile 
destroyer and one British-built aircraft 
carrier. Two conventional submarines 
being built at Bombay under licence 
were to be ready by 1990. Four missile 
corvettes and an unspecified number of 
guided-missile frigates were also being 
built under licence. 

New projects in hand include a naval 
base at Karwar on the western coast, a 
naval-air station at Arkonam on the east- 
ern coast and a very low frequency com- 
munication station worth Rs 1.2 billion 
(US$91.6 million) on the same coast. 
Last year the Indian Air Force acquired 
MiG29s and local manufacture of 
MiG27s began. The replacement of old 
transports with AN32 and IL76 aircraft 
continued and the fleet of MI26 and 
MII17 helicopters was expanded. 
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Canada 28,000 and Australia 40,000. 
Memories of the Vietnam War are 
fast fading in these countries and there 
is growing domestic pressure to take in 
fewer refugees. Malaysia recognises 
that these countries are suffering from 
compassion fatigue. "Questions start to 
appear as to how long it will go on," said 
ocke earlier of resettlement problems 
in general. 

The fact that the refugee profile itself 
is changing does not help. While the 
first waves consisted of those obviously 
seeking political asylum, recipient 
countries are increasingly wary that re- 
cent boatloads may be filled with no- 
thing more than economic migrants. 

Voluntary repatriation may not 
work. Any refugee who has survived the 
journey on the high seas, defying inhos- 
pitable government patrol boats and pi- 
rates, is not likely to want to return. In 
any case, Vietnam has refused to give an 
assurance in principle that it would take 
them back if the refugees were willing. 

Vietnamese Vice-Foreign Minister 
Tran Quang Co's non-committal refer- 
ence to the "delicate matter" at a press 
conference at the end of his four-day 
visit here on 20 April, was not very reas- 
suring to Malaysia. 

If, however, that message was aimed 
at Vietnam, it will almost surely back- 
fire because refugees will now rush to 
beat the deadline, sources told the 
REVIEW. Malaysia should expect an 
exodus, they added. 
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CHINA 


Hands 
in the till 


Bureaucrats held responsible 
for many economic crimes 


By Ellen Salem in Hongkong 


i n late 1987, the disciplinary committee 
of China's Liaoning province took a 
hard look at 10 cases of major economic 
crimes committed since 1986 in provin- 
cial industrial and commercial banks 
and in agricultural banks. Provincial 
bureaucrats, the committee decided, 
were as much to blame for the crimes as 
the criminals themselves. 

What emerged from the committee's 
study is the existence of an environment 
conducjye to those seeking fast money 
through illegal sleight of hand. The 
banking system is chaotic, the study 
found, and supervision is either lax or 
non-existent. 

Many of the province's more than 
6,400 savings and loans and trust com- 
panies are one- or two-employee opera- 
tions in small rural towns. Unsophisti- 
cated customers are easily misled by 
fast-talking financiers who offer new 
schemes to make easy profits, the com- 
mittee found. 

Add to this a bureaucracy that either 
ignores criminal activities or offers ap- 
peasement or even protec- 
tion to criminal elements. 
Regulations are routinely 
ignored and, when infrac- 
tions occur, often the 
are not investigated. If 
they are investigated, and 
the law-breaker caught, 
punishment rarely fits the 
crime. 

As a result of all this, 
the committee discovered, 
young employees — some- 
times husband and wife 
teams — who handle credit 
and deposits were embold- 
ened to embezzle large 
sums of money. The 10 
cases together involved 
more than Rmb 740,000 
(US$198,925). 

The ill-gotten gains 
invariably were spent 
on “a life of luxury, win- 
ing and dining and squan- 
derin money without 
any limit," the committee 
said. 

A high degree of cadre 
complicity was uncovered 
in the six cases which have 
been settled to date. A 
total of 16 people have 
been implicated as bearing 
direct responsibility for the 
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crimes. They were all cadres employed 
at local, county or city banks. 


Punishment has been light. Three of 


those found responsible were dismissed 
from theif jobs, two were fined and 
three were subjected to disciplinary 
sanctions. Four others were repri- 
manded by the party and three 
lost their party memberships. Only one 
is being investigated for criminal activi- 
ly. 

Cadre involvement in economic 
crimes is hardly unique to Liaoning, or 
China at large. According to Xie 
Baogui, director of China's Economic 
Crime Prosecution Bureau, of the 
49,657 cases of economic crime in 1986, 
80% related to corruption and bribery. 
More than half the offenders in these 
cases were state personnel, including 
high-ranking officials, he said. 

Equally widespread is the number of 
bank employees involved in embezzl- 
ing. A report issued on economic crimes 
committed in 1986 and 1987 b 
Guangdong  province's com- 
munist party notes that in "rare, 
special cases involving huge 
sums of money," bank employ- 
ees predominate. For example, 
a bank accountant in Shantou 
was discovered to have misap- 
propriated Rmb 3.8 million in 
collaboration with cohorts out- 
side the bank, the report said. 
In another case, a Dongguan 
bank bookkeeper was said to 
have embezzled Rmb 1.26 mil- 
lion. 

The report also noted that 
"intellectual offences" had oc- 
curred for the first time in the 
province during the report 

eriod. Offenders were said to 

ave used computers to create 
false savings deposits, with some 
30 offenders taking off with the 
money after engineering the 
transactions. 

The belief that amoral cadres ulti- 
mately are responsible for the perceived 
growth in corruption is widespread. In a 
speech to the recent seventh Chinese 
People's Political Consultative Confer- 
ence, conference vice-chairman Qian 
Jiaju did not mince words when it 
came to cadre culpability in economic 
crime. 

Qian, in his late 70s, said: "Social 
ethics are deteriorating and have be- 
come an issue among the people today 

. A number of party members and 
government cadres use the power at 
their disposal to engage in malpractice 
for selfish gain, embezzle public funds 
or to commit even more grave economic 
crime. 

"It has become common knowledge 
that one can do almost nothing without 
giving a dinner party or sending gifts to 
those people involved. Although the 
number of people acting in this way is 
not large, their influence could shake 
the country's foundations." e D 
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Rebels in the way 
Border problems cloud improving Thai-Burmese relations 


By Bertil Lintner in Bangkok. 


fter centuries of mutual distrust, there are at last clear indications that rela- 

tions between Thailand and Burma are in the process of improving. But the 
stumbling block remains different interpretations on how to resolve the issue of 
anti-Rangoon rebels based along the Thai-Burmese border. 

On 21 April, the commander-in-chief of the Thai army, Gen. Chaovalit 
Yongchaiyut, headed a high-powered, 150-man delegation to Rangoon which 
included officers from the armed forces, the pote the National Security Coun- 
cil, anti-narcotics personnel and Foreign Ministry offi 

Chaovalit’s Burmese counterpart, Gen. Saw Maung, received the Thai dele- 

gation, and reports from Rangoon said that apart from expected talks on bor- 
der issues and bilateral trade the Thais also suggested that the two countries 
should jointly construct a number of dams on the Salween, the Moei and some 
other border rivers. 
Perhaps not surprisingly, nothing came out of this proposal other than a 
vague assertion from the Burmese that they **ac- 
cepted it for consideration.” Fanciful as it may 
seem, the proposal nevertheless highlighted the 
main problem which mars the efforts at the gov- 
ernmental level to improve Thai-Burmese rela- 
tions. The areas along these border rivers for dec- 
ades have been sanctuaries for various ethnic, anti- 
Rangoon insurgents. 

In the past, the Thai military authorities en- 
couraged these groups to settle along the bor- 
der to act as a buffer against the Burmese — 
Thailand's traditional rival in the region — and 
to prevent a link-up between the Thai and Bur- 
mese communist parties which until less than 10 
years ago were supported by China, to Burma's 
north. 

But with friendly relations having been estab- 
lished between Thailand and China, and the near 
demise of the Communist Party of Thailand, this 
concept of “border buffers" in the west is becoming 
increasingly anachronistic, according to Thai offi- 
cials. Above all, the new threat along Thailand's 
eastern borders with Laos and Cambodia has added 
a new and different perception of the Burmese 
neighbours by the officials, who now argue that a 
safe and stable western border is essential for the country's national security. 

But these insurgent groups remain and their presence there has hampered 
recent attempts to establish official cross-border trade in timber. In the first 
such deal between Thailand and Burma in decades, a Thai timber company, 
Boonsawad & Friends Co., won a contract in March to buy 12,828 teak logs, 
equivalent to 8,822 tonnes, "directly from the state-controlled Burmese Timber 
Corp. But so far, no logs have crossed the border, due to rebel attacks against 
the trade route from Punghpakyem in Burma's Shan State to Chiang Dao in 
northern Thailand. 

Unofficial “tax” on timber smuggling is a major source of income for the 
rebel groups, which clearly saw the official trade as an attempt to undermine 
the financial basis of their own operations. 

Thai journalists accompanying Chaovalit's party to Rangoon raised the 
question of whether the Burmese Government was willing to hold peace talks 
with the ethnic insurgents — a prerequisite many Thai officials privately con- 
cede is necessary for a complete normalisation of bilateral relations. 

Saw Maung told them that the Burmese Government was not interested in 
such negotiations and reiterated the official line that the rebels have to surren- 
der unconditionally — a rhetorical stance which might irritate the Thais who 
are eager to see bilateral relations further improve. 

“It's all very obvious — Thailand and Burma are gradually moving much 
closer to one another," said one Bangkok-based analyst. “But different in- 
terpretations of how the border insurgency should be settled remains the main 
stumbling-block for a significant breakthrough in [their] relations." 
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For hundreds of years, the Great Wall of China 
has been a part of ancient Chinese civilization. 


It has stood as a symbol for intruders, 
keeping them at bay. 


‘Today, it stands as a symbol of peace, friendship 
and goodwill, bringing nations together 
for the XI Asian Games. 
Northern Telecom has been chosen to keep _ 
the people of the Games in touch with - VE 
one another, and with the world. 


In an agreement recently signed with the UD 
Organising Committee of the XI Asian Games, __ 
Northern Telecom is donating a DMS-100 | 

digital telecommunications switching system 
to the Games. 


This equipment will form part of the _ 
Beijing Telephone Network and will serve as _ 

the hub for telephone and data communications 
during the Games, and long after. 


.. At Northern Telecom, we're proud of our 
association in bringing nations together - 
in the spirit of the XI Asian Games. 


northern 
telecom 


: The Official Telephone Communications System Supplier for the XI Asian Games in the Petible's Republic of China. 


€ 1986 BAGOC AX rigtits respcved 


_ Thai Airways joins forces 
with Thai International to create the 
fastest growing airline in the world. 





“Thank you for flying 


_-— Thai Airways.” “Welcome on board 
Thai International.” ~ 


With the bringing together of 
Thailand’s domestic and international 
airlines, Thai’s famous Royal Orchid 
Service now extends to twenty new 
destinations, making a grand total of 


seventy destinations throughout 





the world. 

Visitors to Asia’s booming tourism 
and business destinations arrive in 
style at Bangkok’s new International 
; Terminal. 

x You can now take advantage of 
the conveniently linked shuttle services 
around Thailand, including the new 
A300 services to Chiang Mai, Phuket 
and Hat Yai. 

Bangkoks strategic position as 
the hub of Asia is further enhanced 
by this exciting development which 
firmly establishes Thai as the fastest 


growing airline in the world. 


. = 
€ Thai 
We reach for the sky. 
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(TRAVELLER'S TALES - 


.| -© THE quote of the month came when 
Hongkong recently welcomed Philip- 
pine President Cory Aquino on a 
stopover on her way back to Manila 
from a visit to China (including the 
home village of her family). The major- 
| ity of people in Hongkong who had re- 
sponded favourably to London's 1984 
| promise to proceed immediately with 
<| the process of setting up a representa- 
tive government had just been told that 
they won't have it and must wait until 
1991 to find out how far short of Lon- 
don's pledges the very limited degree 
of democracy allowed would fall. 
Nevertheless, Hongkong's version of 
the Iron Lady, Executive Councillor 
and Trade Development boss Lydia 
Dunn, blandly told her guest : “You 
. | may have even noticed that seeds, from 
| the blossoming of democracy you have 
inspired, have been carried by the breezes 
of the South China Sea to our shores.” 
^. Cory (who was gracious enough pri- 
vately to thank the REVIEW for the com- 
fort her late husband had received from 
its ma during his years in exile in the 



































US) made a strong pitch for her country 
and its economic recovery, citing its re- 
.|.; cent economic growth rates, low infla- 

tion and increased foreign investment. 
However, in her later speech, she 
took on the media in general, claiming 
that such realities were ignored in their 
projection of a damaging image of 
the Philippines today. “Where there's 
smoke, iere e fire," she said. "What I 
am saying is that there has been al- 
together too much smoke for the small 
fires I have put out." 

She admitted there were still some 
large burning issues but argued that the 
Philippines could reasonably be ex- 
pected to become Asia's next economic 
miracle. A couple of months ago I com- 
mented in these columns that it was 
right and proper for the media to record 
the falterings of Cory's government as 
long as they were placed “within the 
context of a country that needs much 
time to recover fromtwo decades of cor- 
| rupt misrule". Evidently, Cory agrees. 

€ ONE of the fires the Aquino admin- 
istration has tried to put out is the abuse 
of human rights by the military. The 
head of the armed forces, Gen. Renato 
de Villa, recently responded by attack- 
ing the politicians’ constant inquiries 
into allegations that soldiers mistreated 
their prisoners, which damaged the mi- 
litary’s efforts to defeat the com- 
munists. Over in Riyadh, this resulted 
in a headline in the Saudi Gazette: 


Philippines 
army chief 
Says torture 































€ THE Manila Star also carried an un- 
fortunate headline when reporting that 
all action had been held up on about 700 
cases involving the violation of human 
tights because it was difficult to recruit 
members for the commission supposed 
to deal with them: 


700 rights cases 
left hanging 


€ THE activities of Philippine Cardi- 
nal Jaime Sin has resulted in many 
hilarious headlines, but none better 
than one in the Manila daily Malaya on 
the cardinal’s visit to Peking late last 
year: 








Church reaches 
out to China 

through Sin 
hes bead euni O a d 


his camera ready for funny signs. One 
was a theologically rich bookshop: 














Another, a butchers, which pre- 
sented an unusual sandwich, with the 
meat outside a bread filling: 





In Los Banos, Ian Gill photographed 
another shop for those not self-con- 
scious about their clothes: 





Perhaps the tailor could offer his ser- 
vices to the police on the island resort of 
Cebu, whose airport signboard was 
photographed by W. P. Quinn: 








€ THE collector of a couple of the shop 

















probe hurts 





notices above, Alan SyCip, also gets 
some laughs by combing through the 
Yellow Pages of Manila's telephone di- 








rectory, where he finds advertisements. 
for an escort service which combines as- 
sets with liabilities, a cleansing service 
with an X-rated film title asa slogan and 
a firm of cobblers with a macabre idea 
about foot comfort: 


Webster defines an ASSET as 
“a valuable or desirable thing to ka 
(charm is her chi 
















































€ AND there's always the odd mis-. | 
print to liven up ads, as did this from the 
Manila publication Expat. 





ERLY M 
KANGAROO TRAVEL CORPORATION. FM 
Anywhere, Anytime, Best Priced Rickets, 00° - 
Visas Packages 


But for an even better misprint, I 
can't resist this from the old London 
Times in the last phrase of an obituary 
devoted to the former Australian prime 
minister, Sir William MeMahon, who 
died recently: 


McMahon was a friendly, 
approachable man, who spoke 
with a quavering, sing-song 
voice. He walked the corridors 
of Parliament House giving 
his familiar greeting, *G'day". 
He was certainly an odd 
mixture — the large, rather 
comic ears (a cartoonist's 
delight. and one of which was 
amputated in 1985); the 
fanaticism for physical fitness; 
the rather gossipy optimism; | — 
and his almost embarrassing | 
pubic display of devotion to 


his wife, Sonia, and his three 
Ghildren. | 


































































THE SAAB 9000 CD. 


SHEDDING NEW LIGHT 
ON A CLASSIC DESIGN. 


In the last 40 years Saab engineers have created 
innovative cars for driving enthusiasts. 

When they began on a luxury sedan, they were 
determined to introduce a car that combined the 
classic design and comfort features of this model 
with the extraordinary driveability that has 

* 


become a trademark of our cars. 

The results of the latest expression of our engin- 
eering philosophy is the Saab 9000 CD. 

The Saab 3000 CD has more interior space than 
other sedans in its class. 

It is equipped with the refinements you expect 
from a luxury sedan and extra sophistications that 
make it uniquely a Saab: Front-wheel drive, 
orthopedically-shaped heated front seats, an 
aeronautically-inspired cockpit and a heating and 
ventilation system developed for the extremes of 
the Swedish climate. 





Like all Saabs, the 9000 CD is first and foremost 
a driver’s car. 
Powered by our renowned 16-valve turbo- 


charged engine the 9000 CD is a genuine perform- 
ance car. 

Its fast response and superb handling make the 
Saab 9000 CD a pleasure to drive. And Saab’s 
concern with practicality and safety makes it a 
smart car to own. 

To experience our sedan in a far more moving 
fashion, we encourage you to visit your nearest 
Saab dealer. Where an illuminating new driv ing 
experience awaits you. 

The new Saab 9000 CD. 
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ARTS & SOCIETY 


An international squabble 
over a Slab of stone 


By Paisal Sricharatchanya in Bangkok 


V isitors to any of Thailand's histori- 
cal and archaeological sites are 
struck by the extent of rampant pillag- 
ing. Buddha statutes are beheaded, 
valuable sculptures are deformed. A 
thriving antiques trade to satisfy the 
craving of art lovers both in Thailand 
and overseas has contributed to the 
plundering of the past 20 years. 

For much of the past three months, a 
well-orchestrated media campaign has 
seemingly succeeded in raising national 
attention about the importance of pre- 
serving the country's artistic and cul- 
tural treasures. The rallying point has 
been the demand, echoed by popular 
support, for the return of a carved 
sandstone lintel, a horizontal slab of 
stone above a doorway, believed to 
have been stolen from ancient Khmer- 
style ruins in northeast Thailand in the 
early 1960s and now on display at the 
Art Institute of Chicago. 

Backed by a broad array of politi- 
cians, journalists, government officials 
and residents of Buriram province, the 
site of the Prasart Phnom Rung ruins 
from which the lintel disappeared, the 
efforts in seeking its return — and the 
accompanying publicity — are unpre- 
cedented. But questions remain about 
whether this new-found awareness is 
simply the product of a politicised cam- 
paign or reflects a serious concern for 
broader and more genuine preserva- 
tion. 

The destructive spree SE er years, 
which started with small Buddha heads 
but later extended to larger pieces such 
as stone lintels, is partly blamed on of- 
ficialdom’s lack of responsibility. Sil- 
pues (Fine Arts) University professor 

risakra Vallibhotama, a respected, au- 
thority in the field of arts and culfure, 
commented: “Fine Arts Department 
[FAD] officials knew the whereabouts 
of the missing lintel for a long time but 
they failed to take concerted measures 
to get itback. Government agencies and 
officials in general do. not fully ap- 
preciate our own cultural heritage." 

Critics like Srisakra see the lintel 
controversy as only the beginning. They 
say a new approach to educating the 
public, for instance, is needed to instil a 
genuine concern for preservation. Writ- 
ing in the quarterly cultural journal 
Muang Boran which he edits, Srisakra 
stated: "Thai governments have been 
lax in educating the public in such a way 
that they might be informed of and ap- 
preciate our cultural heritage. 

"When everyone knows the oper 





value and meaning of 
our nation's artistic 
and cultural trea- 
sures, the power of 
recognition and sense 
of pride will lead to 
their preservation and 
protection against theft 
and destruction. Then, 
there will be no need 
to reclaim them from 
foreign collectors . . ." 

The missing Narai 
Banthomsin lintel — 
measuring 75 cm high 
and 150 cm long and 
depicting the birth of 
Brahma with Reclin- 
ing Vishnu (Khmer 
dynasty, AD  805- 
1250 — was originally 
discovered and photo- 
graphed in 1960 by Srisakra's (late) 
father, Manit, who conducted the first 
survey of the Phnom Rung ruins at the 
time. Believed to have naturally fallen 
off the eastern entrance to the Hindu tem- 
ple's main shrine, it is in fact the larger 
of two pieces which broke off from the 
same lintel. The smaller piece was confis- 
cated from a Bangkok antiques dealer in 
1965 and has now been restored to thesite. 

The photograph is the Thais’ only 
conclusive proof to back up their claim 
for its return. Although the exact cir- 
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Prasart Phnom Rung. 


ARCHAEOLOGY |} : 


cumstances remain unclear, the lintel 
was understood to have disappeared be- 
tween 1961 and 1966 and was spirited to 
the US. It was subsequently bought by 
American collector James Alsdorf from 
a New York antiques dealer, put on dis- 
play at the Art Institute of Chicago and 
later donated to the 
institute by the Als- 
dorf Foundation. 

Its appearance in 
Chicago was spotted 
in 1973 by Prince 
Supatradis — Diskul, 
then dean of Sil- 
pakorn University's 
archaeology faculty, 
who alerted the FAD 
to request its return. 
But efforts by the 
Thai ministries of for- 
eign affairs and edu- 
cation in the following 
years were not posi- 
tively received by the 
American side, and the 
issue was forgotten. 

FAD director-gen- 
eral Taveesak Sena- 
narong claims he tried 
to draw media attention to the subject 
late last year, following Supatradis' sug- 
gestion that Thailand should follow the 
example of India which had just suc- 
ceeded, through media pressure, in re- 
covering an art object from Britain. 

Then, in early February this year 
things changed when almost all the 
major Bangkok newspapers simul- 
taneously published a provocative ad- 
vertisement which sought the lintel's 
return. The subject has since attract- 
ed extensive press coverage here plus 


Everyone's at the temple 


By Paisal Sricharatchanya at Prasart Phnom Rung 


hese days there are throngs of visit- 


ors, drawn by all the publicity, 
climbing up the five tiers of sandstone 
steps at the early 12th century Khmer 
ruins. When they reach the top and 
enter the mountaintop sanctuary com- 
pound, their usual question is: where is 
that missing lintel supposed to be? 

Such interest in an archaeological 
site is extraordinary. Thousands of 
Buriram provincial residents staged a 
mass rally in February to support gov- 
ernment efforts to repatriate the miss- 
ing lintel. To keep up the public pres- 


sure, the FAD put up a signboard near 


the eastern entrance to the main shrine 
saying the lintel was on display in 
Chicago. The wording was later 


changed to highlight it was stolen. And 


finally, after negotiations with Chicago 


took a positive turn, the signboard was 
removed. 

Officials say more than 100,000 
people have visited Phnom Rung in 
April alone. This was mainly because 
of the local custom of an annual moun- 
taintop pilgrimage on 1 April and a 
rumoured visit Princess Maha 
Chakri Sirindhorn the following day — 
which did not happen. 

However, apart from being awe- 
struck by the magnificence of the now 
restored Hindu temple, few of the vis- 
itors seem to appreciate its historical 
and religious . Built about 
the same time as the famous Angkor 
Wat in Cambodia, Phnom Rung is pos- 
sibly the most complete and most beau- 
tiful Khmer-style architectural struc- 
ture in Thailand. 


















some media attention in the US. 
The advertisement, signed by 
“The People of Thailand” but be- 
lieved to be the handiwork of a 
group of journalists dedicated to 
arts and culture, alluded to the 
US military presence in South- 
east Asia during the Vietnam 
War as a kind of cultural coloni- 
sation of countries in the region. 
Reflecting a widely held belief 
here, it charged that the missing 
lintel was removed from Phnom 
Rung “with the use of US mili- 
tary equipment and spirited 
abroad without let or hindrance, 
thanks to the special privileges 
enjoyed by the US forces . . .” 
ot surprisingly, the news- 
paper advertisement prompted a 
statement by the US Embassy 
here denying any official Ameri- 
can complicity. 


Apparently well-coordinated, 
the media blitz was followed 
up by a late February visit to the 
Chicago Institute by a Thai par- 
liamentary delegation represent- 
ing the House of Representa- 
tives’ sub-committee on arts, cul- 
ture and tourism. The Chicago 
meeting successfully paved the v 
way for subsequent negotiations 
between the Thai Government 
and the institute over the lintel’s pros- 
pective return. 

The campaign so far has been 
marked by an element of urgency as the 
Thais wanted the lintel back in time for 
the restored Phnom Rung’s official 
opening, scheduled around the end of 
April and to be presided over by Prin- 
cess Maha Chakri Sirindhorn. The re- 
novations, which started in 1972 at a 
cost of Baht 38 million (US$1.5 mil- 





It is the larger of a collection of 
Angkor-influenced Hindu religious 
monuments dotting several mountain- 
ous areas in TL nM 
ancient geomancy, the mountain- 
tops formed by volcanic eruptions 
offered the ideal sites for a reli- 
gious abode, with eruption holes serv- 
ing as natural reserviors holding suffi- 
ves water all wn T for drink- 

and religious ablution. By contrast, 
the northeast valley grounds which 
were subject to a lower degree of 
Angkor control were influenced by 
Mahayana Buddhism, as evidenced at 
Prasart Hin Phimai about 100 km west 
of here. 

The proliferation of smaller religi- 
ous ruins within Phnom Rung's radius 
suggested a strong cultural linkage 
with Angkor. Traces of man-made re- 
serviors around tw below the moun- 
taintop suggest that there were pros- 
barred agricultural communities. But 
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Visitors 





is perhaps 
cle in the quarterly arts and culture 
journal Muang Boran which states: 
"[It] reflects the development of 
Khmer art and civilisation at its apogee 


look at the gap in the lintel, 





lion), are now completed. Although 
two other lintels atop the northern and 
southern entrances to the main shrine 
are also missing, and their disappear- 
ance remains a mystery, the Narai 
Banthomsin in particular is regarded as 
an integral part of the Hindu sanctuary 
due to its position beneath the promi- 
nent feature of the Dancing Shiva on the 
main eastern entrance. 

Thailand stands a good chance of 





Te 
archaeologists have yet to establish a 
clear-cut political connection with the 
Khmer empire. 


The main shrine at Phnom Rung 


was constructed in the early 12th cen- 
tury, or about the same time as King 
Suryavarman II who built Angkor 
Wat. Phnom Rung’s exact founder re- 
mains unclear though 
chaeologists, backed by stone inscrip- 
tions found here, believe it was built by 
Narendarathis, thought to have been 
Suryavarman’s cousin who might have 
fled here after a conflict in the Angkor 
court. 


many ar- 


The significance of the missing lintel 
best summed up by an arti- 


- + This lintel has great significance 


from the point of view of architectural 
design and religious belief.” 
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etting Narai Banthomsin back, 

ut much depends on what Bang- 
kok has to offer in return. FAD 
officials maintain that Phnom 
Rung's opening, the exact date of 
which was being finalised, will go 
ahead even if Narai Banthomsin 
is not returned in time. 

The Chicago Institute's open- 
ing position was to seek the 
straight exchange of a compara- 
ble gift. That was rejected by 
Bangkok on grounds that à 
straight exchange for something 
that is commonly believed to be 
stolen from Thailand is unaccept- 
able to the Thai public. Accord- 
ing to Pornthep Tejapaibul, a 
Buriram MP who spearheaded 
the February talks in Chicago, 
the institute has since unofficially 
modified its stance to accept the 
principle of a Thai proposal that 
any arts object chosen as a re- 
niscemen; for Narai Banthomsin 

ould be sent to Chicago as a 
five-year loan, to be renewed at a 
later stage. 


B: mid-April, Bangkok had 
sent a list of photographs of 
various Khmer-style pieces after 
Chicago rejected the choices of a 
previous Thai offer. 

Once it is settled, Pornthep 
and FAD officials hope to use the Narai 
Banthomsin affair as a model case to 
pursue the return of other important ar- 
tifacts known to have been spirited out 
of Thailand. The government keeps no 
record of such "lost" items but many are 
said to be on display in public museums 
and private collections in several West- 
ern countries. 

According to official sources and 
published newspaper accounts, a 
sandstone sema (boundary marker) 
from the Muang Far Daed Sungyang 
historical site in the northeastern Kala- 
sin province has found its way to a 
British museum. Another collection of 
four to five Hindu statues from the 11- 
12th centuries which were originally un- 
earthed in Ban Fai village in Buriram 
have reportedly been on display at a pri- 
vate gallery in New York and a museum 
in San Francisco. Several Buddha 
statues and images have also been spot- 
ted at other US museums. 

The origin of most of the others in 
question is difficult to prove. The gov- 
ernment has been reluctant to join the 
1970 Unesco Convention on the Means 
of Prohibiting and Preventing the Illicit 
Import, Export and Transfer of Owner- 
ship of Cultural Property — on grounds 
that it can ill afford to ‘buy back’ any 
stolen objects. 

So the only way to get these other 
items back would be through a combi- 
nation of media pressure and "friendly" 
negotiations — a path which has been 
carved out by the Narai Banthomsin 
case,e 
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A matter of degree 


By Nick Seaward in Kuala Lumpur 


1 Tiga of British universities 
and polytechnics is believed to be 
close to agreement with the Malaysian 
Government on the block booking of 
places for Malaysian students. The deal, 
which is expected to be worth several 
million pounds a year, implies a major 
shift away from the US as the most 
popular destination for government- 
sponsored students. It could also offset 
some of the expected decline in Bri- 
tain’s 1988 intake from Malaysia due to 
the appreciation of sterling against the 
local currency. 

Details of the agreement are still 
sketchy but educationalists at the re- 
cent British Education '88 exhibition in 
Kuala Lumpur suggested that it in- 
volves the quasi-government& Mara 
Foundation and the Public Services De- 
partment (JPA), which will offer degree 
courses linked with those of the British 
consortium. Malaysian students will be 
able to complete the first part of their 
courses at Institut Teknologi Mara be- 
fore going on to their respective institu- 
tions in Britain for the final two years, 
thus saving considerably on tuition fees, 
living expenses and air Des. 

Britain is making a strong bid to win 
back its share of the Malaysian higher- 
education market, which shrank from 
approximately 15,000 to less than 6,000 
students after the decision by the 
Thatcher government to withdraw sub- 
sidies on tuition fees for foreign stu- 
dents in the academic year 1980-81. 

This figure has slowly built up again 
to the 10,000 level but the US has taken 
the lead with around 22,000 enrolled 
and Australia — with 10,000 — is mak- 
ing rapid strides with its opportunities 
for permanent residence to overseas 
students completing full-fee courses. 
Over the past year, there have been in- 
stances of Malaysian students turning 
down Australian Government — sub- 
sidised places in favour of full-fee 
places, because they will not have to 
wait two years to acquire permanent re- 
sidence after the completion of their 
course. 

Malaysian students are estimated to 
contribute some £75 million (US$141.8 
million) a year to Britain's invisibles 
surplus with Malaysia. 

e staging of "British Education 
88" in Kuala Lumpur, Penang, Kuching 
and Kota Kinabalu — together with the 
Malaysian Education Fair a few weeks 
earlier — are the most obvious indica- 
tions yet that education has become big 
business. 

The universities and other institu- 
tions of higher learning that partici- 
pated considered it good value for 
money. "If I get one student enroged as 
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a result of this show, I’ve covered our 
costs," said University of Kent at Can- 
terbury senior lecturer Andrew Gray. 

In addition to selling directly to the 
public and competing for state-spon- 
sored intake, universities and institu- 
tions in Britain, Australia and Canada 
are now trying to assure themselves of a 
steady stream of students by establish- 
in A ronem with private 
colleges in Malaysia. Sunway College, 
for instance, was set up (i the Sungei 
Way publicly listed group last year and 
immediately established twin-degree 
programmes with Curtin University in 
Australia, Leicester University in Bri- 
tain and Western Michigan University 
of the US. Curtin 
has since pulled 
out. 

In return for 
lending its name 
to Sunway, Lei- 
cester University 
stands to gain a 
maximum of 300 
students a year 
alone. As it cur- 
rently only has 
about 500 over- 
seas students — 
many of whom al- 
ready come from 
Malaysia — 
Leicester will ex- 
perience a sud- 
den increase in 
income and a 
heavy imbalance 
in its student 
make-up. 

This could 
cause problems. Five American univer- 
sities — Southern Illinois at Carbon- 
dale, Southwestern Louisiana, Toledo, 
Indiana State and Oklahoma State — 
became known as "kampong univer- 
sities" a few years ago because of their 
high Malaysian student population. 


ji m position is better now, due to de- 
termined efforts to disperse Malay- 
sian students evenly across the US. 
Leicester’s director of studies at Sun- 
way, Leslie Booth, said he was aware of 
the same thing happening in Britain but 
said that “Leicester has decided to go 
down that road.” 

The twinning arrangements were re- 
cently criticised for the first time by the 
Ministry of Education. Speaking at the 
opening of the Malaysian Education 
Fair on 31 March, director-general 
Datuk Wira Abdul Rahman urged cau- 
tion before negotiating twinning agree- 
ments. “We do not want local institu- 
tions to be just recruiting agents or 
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feeder institutions for foreign univer- 
sities,” he was reported as having said. 

And though the JPA refused to dis- 
cuss the matter with the REVIEW, it is 
understood that the department has just 
ruled that twin-degree programmes will 
no longer be recognised by the govern- 
ment. 

The motive behind the ruling is not 
clear but the government appears to be 
trying to tighten its grip on access to de- 
gree courses in Malaysia. The private 
twinning arrangements are threatening 
this monopoly by opening foreign de- 
grees to middle-class Malaysians who 
cannot get a local place and are refused 
a government sponsorship to study 
abroad. 

There also seems to be a political ele- 
ment at work here. Most of the private 
colleges’ intake are Chinese and Indian 
Malaysians, as around 75% of the pub- 
licly funded tertiary education places 
are held by bumiputras (indigenous 
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‘British Education '88' exhibition in Kuala Lumpur. 


Malaysians, mainly Malays), who enjoy 
lower entrance requirements. 

If twinning is banned, not only will it 
remove one escape hatch but also take 
away what little pressure there is on the 
plethora of other private colleges in 
Malaysia to improve their standards to 
compete for students. Some of these 
colleges are less than discriminating in 
their choice of teaching staff. 

The profitable Stamford Group, for 
instance, employs a disbarred lawyer as 
head of its legal studies. Another col- 
lege, Accountancy Tutorial Centre, has 
as its director of legal studies one Siva 
Ananthan Vivekenanden, who was ar- 
rested in Britain in 1985 for criminal de- 
ception and failed to answer his bail. 
According to Siva, his students know 
that he is a wanted fugitive but are loyal 
to him because of his high standard 
of teaching. “Private education in this 
country is in such a deplorable state that 
it’s not going to worry itself about me,” 
he told the REVIEW. oO 
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Caution the catchword as markets pause for breath 


Balancing the chequebook 


By Anthony Rowley in London 


ith the massive securitisation of debt in recent 
W years, round one of the contest between banking 

and securities institutions to dominate international 
finance went decisively to the securities houses. Round two 
appears to have gone equally decisively to the banks because 
1987 saw a sharp revival in international banking flows — 
syndicated loans especially — and an accompanying down- 
turn in long-term bond issuance. 

In fact, the swings between demand for straight bank 
loans and for capital-market issues are becoming so pro- 
nounced and pendulum-like that it is difficult to predict 
which form of financing will ultimately gain ascendancy. 

This phenomenon is not simply a result 
of last October’s stockmarket crash balanc- 
ing which sent the international capital mar- 
kets scurrying for cover: the revival in bank 
lending, at the expense of bonds and other 
securities, was well under way before the 
crash. 

An obvious irony is that this revival in 
bank borrowing coincides with strenuous 
efforts by banks to break down the barriers 
preventing them from doing securities busi- 
ness. In the US, the Glass-Steagall Act, 
which forbids commercial banks to under- 
write securities, is rapidly being eroded and 
Japan is likely to go down a similar road to- 
wards reform before very long. In the City 
of London — third leg of the tripod of inter- 
national finance — banks have already 
moved heavily into securities business. 

What is happening now in the interna- 
tional banking and securities markets paral- 


Japan 
China 
Hongkong 
Australia 
Malaysia 
Thailand 
India 
Bangladesh 
Indonesia 
Sri Lanka 
Philippines 
Taiwan 
Pakistan 
New Zealand 
Nepal 
Singapore 
South Korea 


FAR EASTERN ECONOMIC REVIEW e 5 MAY 1988 





ON OTHER PAGES 





lels what has happened already in the foreign exchange mar- 
kets. Given free and relatively sudden access to a wealth of 
securitised instruments, both borrowers and lenders have be- 
come confused and cautious in their approach to the market, 
in the same way that users and providers of foreign exchange 
(not to mention national governments) became alarmed at 
the implications of exchange control freedoms and floating 
exchange rates. 

The hankering after managed (if not yet fixed) exchange 
rates evident nowadays among members of the US adminis- 
tration, as much as among members of the (more conserva- 
tive) French Government, is a defensive reaction to the free- 
doms which have taken hold in the 1980s. 
Likewise the apparent desire among bor- 
rowers and lenders as much as among reg- 
ulators to restore traditional links with 
banks is a reaction to securitisation and de- 
regulation. 

Just where all this will end is hard to say. 
It could end in tears if there were to be a re- 
peat of last October's stockmarket crash, 
further undermining investors' confidence 
in paper securities. This cannot be ruled 
out, though the hope must be for a softer 
landing where banking and capital markets 
find a happy accommodation with one 
another and where banks and securities 
houses learn to co-exist happily, though not 
necessarily under one roof. 

It was inevitable sooner or later that 
capital markets should pause in their 
breathtaking advance. According to the 
Washing@n-based International Monetary 
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Fund (IMF), flows through international capital markets in- 
creased by two-and-a-half times between 1976 and 1986 — 
which was faster than the growth in (nominal) nationalincome | their claims on non-residents in the year to 30 June 
in major industrial countries. At the same time, foreign ex- | 1987 — more than double the rate in the previous 
change turnover in the three major markets of London, New | year. . 
York and Tokyo rose to an astonishing US$200 billion a day. Why this sudden swing back to international bank bor- 
So rapid is the pace of change in the international financial rowing? To some extent, according to the OECD, it reflects 
markets nowadays — itself a factor for potential instability — an "exceptionally strong" advance in interbank transactions. 





that even the likes of the 
IMF appears to get left behind at 
times. 

In March of this year, one IMF 
official remarked in an article that 
"syndicated loans have been dis- 
placed to a large degree by issues 
of international bonds, by the 
issue of note-issuance facilities 
(NIFs) and by issues of Euro com- 
| mercial paper." 

Around the same time, the 
Paris-based Organisation for Eco- 
| nomic Cooperation and Develop- 

ment (OECD) observed that 
there had been a “sharp recovery 
of international banking flows” 
| and a “significant downturn of 
new business volumes in the long- 
| term bond markets in the face of 
spreading bearish sentiment and a 
| withdrawal of market support by 
| investors." 
| In fact, concluded OECD, the 
"end of the three year boom in 
Eurobond market activity is not 
only having an evident impact on 
the pattern of borrowing on the 
various segments of the interna- 
tional market: it carries potential 
longer-term implications for the 
| overall strategies of market par- 
ticipants including the securities 
industry, which had counted on 
the continued expansion of new 
issue activity as a factor support- 
| ing the globalisation of securities 
business.” 
| These two p conflict- 
| ing trends can be reconciled to 
some extent by the fact that the 
surge in banking flows was partly 
a reflection of banks themselves 
| becoming more heavily involved 
| in supplving liquidity to the sec- 
i 
$ 
| 
| 
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urities markets. But that is not the 
whole story. There has been 
something of a swing back to what 
the Japanese could call “indirect” 
financing (via banks) and away 
from “direct” financing (via capi- 
tal market instruments). 





| Data issued by the Bank for In- 
ternational Settlements (BIS) in 
| Basle, Switzerland, around this 
| time confirmed the trend. The fig- Fasern Europe 
| ures showed a further sharp accel- 
| eration in international bank 
| lending, to the point where, at the 
end of June 1987, total outstand- 
ing international bank claims 
amounted to a staggering 
| US$4.4 trillion. Banks report- 
| ing to the BIS (which means all of 
the -world’s major ones) record- 
| ed an overall increase of 22% in 
L 























This phenomenon is in turn due to 
the fact that banks themselves are 
becoming increasingly involved in 
purchasing securities {as noted 
above) and funding the purchases 
in the interbank market. 

But it also reflects widening 
current account balances in many 
countries and the fact that these 
are often financed through inter- 
bank borrowings as well as the 
fact that the interbank market is 
being used increasingly for hedg- 
ing or speculation on interest-rate. 
and currency exposures...” 

However, the banking revival 
is not simply a function of inter- 
Wank activity. Again as the OECD 
notes: “The protracted decline of 
the international syndicated loans 
market appears to have come to.a 
halt.” (In the first nine months of 
1987, the volume of new loans 
rose by 56% to US$48 billion.) 

Part of this represented a large 
volume of “managed” loans — 
new money provided to develop- 
ing countries under the umbrella 
of restructuring packages. But 
even excluding this, new syndi- 
cated lending rose by 25% in the 
first nine months of 1987 and is es- 
timated to have totalled US$70 
billion for the year. n 

Corporate borrowers have re- 
turned to the syndicated loan mar- 
ket, supplementing (nowadays 
modest) demand by sovereign 
borrowers — a trend which was 
accelerated after last October’s 
stockmarket crash when cor- 

orates had to resort to bank. 
inancing in the absence of invest- © 
ors willing to fund rights issues 
and other equity issues. A good 
deal of this business is expected to 
be transferred to the Euro- 
bond market during 1988, pro- 
vided investor confidence re- 
turns. 

Confidence in international 
capital markets was eroded by the 
collapse of the floating rate note 
(FRN) market in 1986. This in 
turn led to a dramatic fall in new 
issues in 1987, to the point where 
"this market is no longer a viable 
source of international financ- 
ing," according to OECD. But it 
is not only in the FRN sector that 
confidence and interest has 
waned. ; 

In practically all sectors of the 
long-term securities markets (in- 
cluding straight bonds, though 
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sues eae rate in 1987. Generally where investors were 
prepared to purchase capital-market instruments they pre- 
ferred to stay at the short end and to stick to the most 
. liquid forms of paper. 

The OECD observed that: *Although the decline is not 
particularly large in relation to the recorded volume of busi- 
ness, it IS an important pointer to a deterioration in 
market climate after a long period of uninterrupted ex- 
ew and development of new instruments and mar- 

ets." 

Then, as if to confound all that the OECD and some 
analysts had said about trends during 1987, the organisation's 
own statistics published in March this year showed that in 
February, borrowing on international capital markets had re- 
covered sharply compared with January and with a year pre- 
viously. 

Borrowings on external bond markets surged, and for the 
first time since the October 

| stockmarket plunge the market 
absorbed a large volume of 
| equity-related bonds. However, 
this mini-revival in the capital 
markets was not achieved at the 
expense of bank lending. 
In the market for syndicated 
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convertibles and other equity-related instruments), new is- - 
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ciding where to deploy human resources and capital for op- 
timum effect very difficult. 

Such shifts also make life more difficult for regulators 
striving vainly to keep up with the implications of securitisa- 
tion for prudential supervision, or for legislators trying to de- 
cide where the demarcation line between banking and sec- 
urities business should lie. 

Nowhere is this conflict more apparent at the moment 
than in the US, where Senator William Proxmire’s attempts 
to have the Glass-Steagall Act repealed have met so far with 
only limited success. The Senate is sympathetic to his cause, 
and would be willing to see US banks given powers to begin 
underwriting debt instruments sometime this year and 
equities by 1991. The House of Representatives is taking a 
much more cautious and anti-bank line however, wanting to 
allow the banks only incremental excursions into securities 

business. QU a 

Permitting banks to under- 
write only asset and mort- 
gage-backed ..securit 





commercial paper is about as 
far as the House is willing to 
fo. In any case, little is lik: 





credits, the volume of newly 
signed loans rose from US$6.3 


| Net international 


| bank lending 85 
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billion in January to US$17.3 
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105 








to happen in a presidentia 
tion year other perhaps than . 
agreement to set up à joint con- 


165 





billion in February, largely re- 
flecting the completion of a 
number of jumbo loans con- 
nected with international mer- 
gers. OECD observed in March 
that, "during the past three 
months new syndicated loans 
have been running an annual rate of some US$135 billion — 
which represents a new all-time high." 


Minus: double 
counting 





tive levels of capital market activity reflect nothing so 

much as the fact that the various segments of the inter- 
national financial markets have yet to find their place in the 
overall scheme of things. 

It is doubtful whether the power of banks in the total in- 
ternational financing equation has been materially affected 
by these swings. The banks have remained the pillar behind 
capital market activity, providing the essential liquidity and 
funding it both through the interbank market and via syndi- 
cated loans. 

But this is not to say that the shifting balance between 
straight debt and securitised financing is not providing 
headaches for the banks. It makes the managerial task of de- 


T: swings, almost from month to month, in the rela- 
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it to the REVIEW: *No bell will 
go off to say that Glass-Steagall ` 
has been repealed. Legislation 
of this sort is never killed off: it is evolved into extinction." In: 
other words, Glass-Steagall will go, but it will not go suddenly. 
Nevertheless, the fact that this long-standing piec 
of protectionist legislation is finally on the way out 
something which has clear implications for Japan's 
valent law, commonly known as Article 65; That too is lil 
ly to go before long, though it is doubtful whether the Ja- 
panese authorities any more than those in the twish 
to see a resultant free-for-all among banks and ritie 
houses, so they too will likely adopt an incremental ap 
proach. ; 
London has never had a law keeping both kinds of busi 
ness apart though they were separated by custom until the 
Big Bang in the autumn of 1986. Post-Big Bang experience 
has been generally positive, though there has been a realisa- 
tion of the need to put securities activities in London (includ- | 
ing those of the City-based Euromarkets) on a regulatory par | 
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BANKING ’88 





with banking activities. And there is growing unease over po- 
tential conflicts of interest in so-called “universal” banking. 

The types of potential conflict of interest are too numer- 
ous to list — but essentially they arise out of the combining of 
deposit business, underwriting activities, fund management, 
corporate credit business, securities trading and so on. 

Three types of public policy concern are identified in this 
context: investor protection considerations, questions of sta- 
bility, and questions of soundness and efficiency. Banking as 
well as securities regulators all over the world will have to 
give increasing attention to all three areas in future. 

Such questions are only now beginning to surface be- 
cause, alone among the major groups of countries, Continen- 
tal Europe is the one area to have practised universal banking 
for decades, albeit with a largely undeveloped securities sec- 
tor. The issue is as novel (and important) for Tokyo as it is for 
New York and London. Most Asian countries beyond Japan 
separate banking and securities business by custom if not 
law. So these are issues which they too will have to face up to 
eventually. 

For banks, the major issue they will have to resolve in the 
next few years will be how far they should venture into tra- 
ditional forms of securities business, given the uncertainties 
over how far securitisation is goimg to progress. 

There appears to be a need for a period of consolidation to 
allow markets to settle down and for existing institutions to 
strengthen their capital ratios in the light of obvious strains 
which have appeared in the system, not least because of 
“cross-border” exposure to Third World countries and be- 
cause of banks’ growing involvement in securities markets. 
Whether banks and regulators will be permitted the luxury of 
such a breathing space before another financial crisis erupts 
is very much a moot point. u 
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full-time correspondents and journalists located in 
every country in the region, the Heview is consi- 
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Over 85% of the Review's circulation is on pre- 
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Rising yen: industry leadership. 
JAPAN 


Right at the 
top and 
nowhere to go 


By Nigel Holloway in Tokyo 
T: past few years have been momentous ones for 





Japan’s banks, but the next few will be even more im- 

portant. These financial institutions have become the 
biggest in the world and dominate the banking-asset league 
in a way no country’s financial institutions have done before. 
Yet this has come about largely as a result of the rising yen, 
and they have therefore attained their present position less 
by their own efforts than as a result of the relative decline of 
the US economy and with it, the dollar. 

What will the Japanese banks do with their new power? 
One thing is certain. They will grow even bigger if the yen 
continues to rise against most other currencies, but this will 
not make much difference to their relative position in the 
world. The die is already cast: not even Japan can climb 
above first place. Is the banking world in for a long period of 
consolidation as the Japanese accustom themselves to 
leadership of the industry? Or will this era of strong yen and 
strong Japanese banks prove short-lived? 

They start with six advantages over their rivals, three big 
and three small. Take the biggest advantages first: 

» Banks are rarely better or worse than the economy they 
grow up in. If Japan continues to outperform other de- 
veloped countries, its financial institutions have a good 
chance of staying on top. Granted, the Asian newly industria- 
lised countries are growing faster, but they are still a long wa 

behind in a financial sense and are too small to knock Japan o 

its perch. And China? Ask that question again in 100 years. 

» One important reason for this economic success is Japan- 
ese thriftiness. They are sitting on a vast pool of savings — 
¥638 trillion (US$5.1 trillion) at last count in September 
1987 — of which 28% is placed in only 155 banks. The con- 
trast could not be sharper with US’ big banks, which have 
never had a massive domestic deposit base, because until re- 
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cently they were forbidden by law from operating in more 
than one US state. 
» The Japanese banks work in the most protected of the 
world's large financial markets. Foreign competition has 
come late and remains small. Article 65 of the Securities and 
Exchange Law forbids stockbrokers from engaging in bank- 
ing business (and vice versa) and, until a few years ago, in- 
terest rates were tightly regulated. 
> These three big advantages are eroding, however. Cor- 
rate Japan has grown so strong that manufacturers are no 
onger so dependent on the banks for day-to-day credit, even 
for financing long-term investment. Some like Toyota have a 
better credit rating than the banks and have such à large pool 
of cash that their own treasuries are larger than those of many 
institutions. A looser relationship with corporate clients 
might help the banks, though. One of the reasons why their 
return on assets is so low is because they have had to nurse 
many problem companies back to health. 

As Japanese society grows older, the ratio of savings to in- 
come will fall and with it, the country's current-account 
surplus on which the banks' overseas expansion is based. But 
this process will probably take 10-15 years to undermine the 
pre-eminence of Japan's banks, more than enough time to 
consolidate. 

That huge deposit base of the banks is no longer as secure 
as it once was. On | April 1988, the government abolished 
long-standing tax exemptions on the interest earned from 
¥295 trillion-worth of bank deposits and other saving ac- 
counts. All things being equal, this change will cause a shift in 
the marginal preference of savers in favour of instruments of- 
fering a higher (pre- and post-tax) return. Even if investors 
do not put more money into stocks and bonds, deposits pay- 
ing higher interest will become popular and will push up the 
average cost of funds for the banks. 

Competition in financial services is hotting up for another 
reason. Interest rates are being liberalised on an ever- 
wider array of financial instruments and the old barriers 
to entry into domestic banking are crumbling. Stockbrokers 
can now offer many of the facilities which were formerly 
available only from the banks, such as automatic teller 
machines and certain depository instruments. And foreign 
banks are invading some of the most lucrative reaches of 
Tokyo's commercial banking, including currency trading and 
swaps. 

Three small advantages will help to soften the impact of a 
harsher market. Japanese banks have a higher credit rating 
than their biggest rivals, enabling them to guarantee debt is- 
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sues by public corporations and local governments. In 
theory, it should also enable them to borrow on finer terms, 
too. The second edge reflects the balance of power within Ja- 
panese firms and which results in shareholders having less of 
à say in bank strategy than in the West. There is no fixation 
with quarterly profit figures in Japanese banks, enabling 
them to concentrate on long-term growth even at the expense 
of short-term profits. 

This attitude will benefit the banks for many years. Not so 
their third smaller advantage — lower capital-adequacy 
ratios, which will have to be raised to a common worldwide 
level by 1992, following an agreement made by members of 
the Bank for International Settlements. The Japanese com- 
mercial banks now hold assets to a level roughly 25-30 times 
their capital base, compared with 16 times or less for US and 
most European institutions. Now all international banks will 
have to adopt the same ratio within four years: a capital 
base o 8% of risk-weighted assets (assets 12.5 times their 
capital). 


ment than their adversaries, but even then they have two 
things to help them. The cost of expanding their capital 

is far lower than in the Wêst, because the price-earnings 
ratios of Japanese bank shares are at least three times as high 
as their competitors abroad. The new rule will make them 
more pron cout but not dramatically so. The second 
bit of help is that they will be allowed to include 45% of the 
unrealised gains on their undisclosed reserves as part of their 
capital base. Because their hidden treasure of shares and 
bonds is so big, this will help a lot to meet the new guideline. 
What will all this mean for the Japanese share of the bank- 
ing market? The country’s banks hold 35% of all cross-bor- 


J apanese banks have further to go to meet this require- 





WHY do so many people keep their savings in 
SWITZERLAND? 
— Because the Swiss Franc is one of the 
strongest currencies in the world 
— Because our authorities respect the 
famous "Swiss Bank Secrecy" 


— Because we have political stability and a 
sound economy 


WHY do so many people keep their savings with 
BANCO EXTERIOR (SUIZA) SA? 
— Because we are a SWISS bank owned 
indirectly by a common market country 
— Because we are big enough to be experts 
in portfolio management as well as in any 
other banking business 
— Because we are small enough to be able to 
establish a PERSONAL RELATIONSHIP 
with any of our clients 


IF you have any more questions please do not 
hesitate to ask our Mr. Balz Eggenschwiler, 
Vice Director, at 


BANCO EXTERIOR (SUIZA) SA 
Hafnerstrasse 10, P.O.Box 315 
8021 Zurich, Switzerland 

Tel.: 44 05 44 or 42 96 33 

Telex: 823 190 bex ch 

Telefax: 44 98 85 


" a 
et 









































- - NN 


der assets and 97% of those within Japan. Many people say 
that the size of a bank’s assets is no longer the main criterion 
by which to judge the competitiveness of the industry. The 
‘trouble is that this reasoning reflects a view taken from the 
perspective of the US, which is completely different from 
that in Japan. 

Across the Pacific, the biggest American banks are not 
among the most profitable. The conventional US wisdom is 
that deregulation and the imminent dismantling of the Glass- 
Steagall Act dividing banks and securities firms will give the 
initiative to the super-regional institutions like the Bank of 
New England and Sun Trust in the American South. They 
will develop niches rather than attempt to be all things to all 
depositors. In contrast, the money centre banks like Chase 
Manhattan and Chemical have been almost crippled by their 
excessive lending to wobbly developing countries and will 
take several more years to regroup for another assault on 
world markets. 

All this may be true for the US, but it does not help to ex- 

plain the way Japan works. The big Japanese banks are 
< heavily exposed to Third 
World countries, but they 
have massive hidden reserves 
to cover potential defaults 
and non-performing loans. 
The large American institu- 
tions are not allowed to carry 
big securities portfolios, dis- 
closed or undisclosed. In ad- 
dition, the 13 Japanese city 
banks are misnamed, be- 
cause they all have nation- 
< wide branch networks. 
The US is only now open- 
ing up to its own banks, and 
‘slowly at that. California, the 
richest state, will not allow 
“nationwide reciprocal bank- 
ing until 1991. And unlike 
Japan, there are almost no 
barriers, cultural or other- 
wise, to foreign entry into this 
growing playing field. In ad- 
dition, stated profits for Ja- 
panese banks are a poor 
guide to performance, be- 
cause profits from share sales 
(which are accounted as operating income) can be turned on 
and off like a tap. 





n Japan itself, there are some strong regional banks in the 
i pe but nobody is suggesting that they will steal the lime- 

ight from the main players — the city banks, the seven 
trust banks and three long-term credit banks. If anything, the 
: reverse is likely to occur. The Financial System Research 
Council, a finance ministry advisory group, recommended 
last December that the barriers within the banking industry 
ought to be dismantled. This will eventually lead to a shake- 
.. out among the regional banks and the scandal-tainted sogo 
< (mutual) banks. Their numbers will fall — several of them 

‘into the arms of the city banks. 

If Glass-Steagall disappears in US, Article 65 can hardly 
avoid following suit in Japan. If it did not, Japan would find 
that too much of its financial business would drain away to 
the US, and to Europe where barriers between banking and 
securities dealings have all but disappeared already. Such a 
change in vios is likely to give the banks more business than 
they would have to give up to the stockbrokers, because of 
the so-called securitisation of financial markets. Since the 
October crash, the trend away from loan-financing and in 
favour of security issues has slowed, but the tide is still mov- 
ing in the same direction as beforeg 








TOTAL ASSETS OF COMMERCIAL BANKS | 
BY COUNTRY END-1986 : 


* excluding 68 sogo banks. — X end-85. ; 
Source: Bank of Japan, Bank of England. 











The banks will be. p agatos formidable adversaries in the 
shape of Japan’s big four stockbrokers and the other large 
foreign-investment houses, but the banks should be capable 
of taking the heat. For one thing, at least 15 banks have been 
tightening their links with Japanese securities firms. The 
have been buying more shares and sending large numbers o 
their staff to learn the ropes and to strengthen the manage- 
ment. Some like Industrial Bank of Japan have acquired in- 
vestment houses overseas to extend their reach into foreign 
stockmarkets. But the traffic will not all be one way. Nomura 
Securities and its ilk may also tie up with a Japanese bank or 
two. 

Bonds and shares are not the only new areas that are likely 
to open up to the commercial banks. At the moment, pen- 
sion-fund management is the exclusive preserve of the trust 
banks and life-insurance companies. The pension mono- 
poly’s days are numbered and the city banks’ unrivalled retail 
network will put them in the best position to enter the field. 
The funding privileges of the long-term banks are also likely 
to be swept away, giving the city banks access to credit for 
periods longer than three years. In each case, the banks will 
be expected to give up some of their turf in return for pas- 
tures new, but the net result 
will probably produce stronger 
and more profitable Japanese 
banks. 

These financial institu- 
tions are likely to remain big. 
They may even become more 
profitable, But this does not 
mean they are going to gob- 
ble up everything else in 
sight. Like their manufactur- 
ing counterparts, they have 
built up a commanding mar- 
ket share by selling their ser- 
vices in bulk at low cost, for 
example, lending large sums 
to municipal authorities in 
the US and Britain. They are 
following the growing band 
of Japanese multinationals 
wherever the high yen leads 
them. Corporate relation- 
ships at home stand them in 
good stead overseas. 

Adding value is the more 
difficult part. Although 
know-how is much easier to 
pick up in finance than in manufacturing, Japanese banks 
continue to lag in technology and in the establishment of 
close ties with non-Japanese firms in foreign lands. But the 
gap is closing. 

All this suggests that the formidable bulk of Japan's sumo 
banks is likely to look even fiercer a few years from now. Sev- 
eral elements could change that. They may over-reach them- 
selves in their drive to crush the opposition, perhaps by ex- 
tending too far into Third World lending or by chasing riskier 
securities business in New York or Tokyo. Somehow, this 
does not seem very likely. Japan's banks are too stolid for 
that and they tend to hunt in a pack. Consensus-building 
among the banks usually means moving at the speed of the 
slowest common denominator. 

The stockmarket could prove their Achilles heel. Their 
hidden reserves rest on inflated share values and if they all 
had to sell some of their stocks at once — say, to cover a 
Third World default — this would drive the sharemarket 
downwards. The Japanese banks have lent too much to local 
property Ta too, so upheavals in domestic real 
estate could be very bad for some banks. Another oil 
crisis could send the yen sharply lower. Any of these 
things might happen. But in their absence, Japanese domina- 
tion of the banking industry looks set to last for many years to 
come. 
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Financial strength and consistency. 

With consistent attention to asset quality, 
First Hawaiian Bank has posted 23 consecutive 
years of record earnings. 

The record speaks for itself. 


Stability that spans 130 years. 

We've seen our clients through the best 
of times and the worst of times and come out 
stronger for all the challenges. Whatever the 
economic winds may bring, as the oldest bank 
in Hawaii, we will continue to be a positive force 
for another 130 years. 


- Matches made in Paradise. 

By providing high quality international 
banking services, we draw a very distinguished 
clientele. Upon request, we are able to bring 
quality businesses together for successful 








For further information on our International Banking Services, contact: 


FAX: 813-215-0066 





Telex: (Hong Kong} 80812 FHBHX / FAX: 651 810-1969 
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ventures in Hawaii. If you're an investor in can 
of the right project or a developer in search of the 
right investors, you want to deal with the same - 
level of excellence, as well. 


A wide range of International Banking services. 
Whatever your business is with Hawaii, 
you need an international banker with strong 
Pacific connections. 
First Hawaiian Bank can provide sophis- 
ticated trade financing, letters of credit, foreign 
currency trading and Eurodeposit services. 


24-hour banking. No matter when your day begins. 
With offices strategically located across 

the Pacific, the business day never ends at First 

Hawaiian. Our strength is available at any time 

from any office, which means your financial 

strength is enhanced as well. 





MEMBER FEDERAL DEPOSIT | 
INSURANCE CORPORATION E 

With offices in Hawaii, Guam, Tokyo,- 

Hong Kong, Grand Cayman. < 
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Reforms fuel 
a thirst 
for credit 


By Elizabeth Cheng in Hongkong 

ompetition within China’s domestic banking system is 

accelerating amid continuing banking reforms in the 

country. Over the past 15 months, traditional special- 
ised banks — the Agricultural Bank of China, People’s Con- 
struction Bank of China (PCBC), Industrial and Commercial 
Bank of China (ICBC), Bank of China (BoC) — found they 
- not only had to concede part of their turf to one another, they 
also had to compete for customers against non-banks, such as 
the securities exchanges mushsooming in various coastal 
cities. 

The banks may well get carte blanche to develop their 
business this year under the much-promoted contract re- 
sponsibility system whereby financial institutions and state 
enterprises are to be made accountable for their own profits 
and losses. A national drive to increase production for export 
and to better housing and infrastructural facilities, particu- 
larly in coastal regions, all call out for more credit to be made 
available. 

The thirst for funds coupled with the new banking free- 
dom may create havoc in the banking system if the People's 
Bank of China (PBoC, the central bank) fails to provide 
adequate direction, as well as regulation and supervision. 
The PBoC has been fighting a losing battle against an in- 
flationary money supply expansion — estimated at an aver- 
age 21% a year since 1984 — while the country's gross value 
of industrial and agricultural output was growing at only 
around 10% a year. The failure to balance monetary growth 
with economic expansion has reportedly led to a breakdown 
in relations between PBoC chief Chen Muhua and party gen- 
eral secretary Zhao Ziyang. Chen has called repeatedly for a 
tightening of credit, but her plans for curbing supply growth 
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appeared to have been sabotaged by excessive government 
expenditure. 

Unlike many central banks elsewhere in the world, the 
PBoC is directly reponsible to the ruling State Council and 
not to the Ministry of Finance. This, in the view of Wan 
Huaging of the PBoC's Shanghai branch, makes the bank 
vulnerable to government interference and a money machine 
for its economic growth programme. A solution is to make 
the bank directly accountable to the standing committee of 
the National People's Congress which should fix targets for 
monetary and credit growth each year and stick to them, 
Wang pp 

But the PBoC's cry for more independence may go un- 
heeded with the replacement of Chen by Li Guixian, an en- 
gineer by training and party chief of backward Anhui pro- 
vince who has no banking cu Liisconsidered by many 
foreign analysts to be a political lightweight who does not 
enjoy as high a status as Chen in the government. Although 
the official reason for Chen's stepdown was retirement, some 
analysts believe that the real reason was her fallout with 
Zhao. Although Zhao may have a more malleable colleague 
in Li, he will still have to contend with Yao Yilin, vice-pre- 
mier and head of the powerful State Planning Commission. 
Yao, too, hails from Anhui. Yao and Premier Li Peng are 
widely known to want to slow down the pace of reforms and 
are seen as counterpoints to Zhao. 

Although the PBoC has announced its resolve to trim 
money Sp by 3096 this year and to reduce credit growth 
to only 1076, analysts are sceptical that it will succeed. Al- 
ready, the Ministry of Finance is muscling into the PBoC's 
territory with the setting up of a Debt Management Office. 
The PBoC has until now been in charge of managing the 
country's foreign debt, which is estimated to have risen to 
nearly US$30 billion at end-1987, or close to 2076 of export 
earnings. While the level is still considered safe by foreign 
bankers, many Chinese economists have raised doubts about 
the PBoC's ability to manage the debt. 

Meanwhile, domestic banks are busily opening new outlets 
and service counters. For example, the Shanghai-based Bank 
of Communications — the country's first multi-purpose bank 
and one that is not completely state-owned — reincorporated 
a year ago as ps of China's banking reform efforts, has al- 
ready established eight branches and 19 sub-branches in key 
economic centres throughout the country. It plans to open 15 
more sub-branches in major cities this year. The bank now 
employs about 2,000 people inside China, said Wu Zhicheng, 
a deputy director at the bank. Bank of Communications has a 
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Shanghai stock exchange: competition for the banks. 
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officials that foreign banks 
may be allowed to establish 
full bank branches this year 
brought a flood of inquiries 
from foreign bank represen- 
tatives in the city, a PBoC 
Shanghai official told the 
REVIEW. The official said it 
was likely that once a deci- 
sion was made — either at the 
end of this year or early next 
ear — to allow foreign 
ank participation, Shanghai 
would have none of the re- 
strictions now governing for- 
eign bank branch operations 
in the SEZs. 

No city can hope to be- 
come a financial centre — 
which Shanghai aims to be — 
if it does not allow full foreign 





branch in Hongkong which has long been active within the 
BoC group in the colony. The reactivation of its Shanghai 
parent has called into question its relationship with the BoC, 
which until recently monopolised China's foreign exchange 
activity. 

The reforms have severely strained BoC resources. 
“Every bank in the country now wants to do foreign ex- 
change and since they don't have the expertise, they look to 
us for help," said Weng Shifan, a senior economist with the 
Shanghai branch of the BoC. Many retired BoC officials now 
help to run the foreign exchange operations of other Chinese 
banks and a growing number of foreign exchange adjustment 
centres in the re B 

Weng said that other pressures on the BoC included: 

» Shortage of renminbi capital — traditionally, banks were 
allocated funds by the PBoC to onlend to various state enter- 
rises, but now only 50-60% of their cash needs are sourced 
om the PBoC. “The rest we have to raise ourselves," says 
Weng. This is problematic for a bank like the BoC which has 
lenty of foreign exchange but little renminbi. To meet the 
bsc: of its renminbi needs, the BoC makes use of the for- 
eign exchange centres and seeks to establish a sizeable 
branch network but Weng says it is constrained by the short- 
age of staff and appropriate office space. In Shanghai, it has 
three sub-branches and plans to open three more this 
year. In contrast, the ICBC — because it used to monopo- 
lise urban business — has 200-300 outlets in Shanghai 
alone. 
» Diversification — the proliferation of banks and financial 
institutions offering foreign exchange services meant the ero- 
sion of the BoC's traditional business base. BoC-trained 
managers who work for other financial institutions now use 
their knowhow to compete against the BoC, laments Weng. 
He estimates that in less than a year, the BoC's share of the 
Shanghai foreign-exchange market, for example, has fallen 
to 70-80% . More institutions are now allowed to raise foreign 
funds directly. In Shanghai, there are now six windows 
charged with raising funds overseas, including the BoC. The 
others are the Bank of Communications, PCBC, A J Finance 
Corp. (a private company run by former Shanghai 
capitalists), Shanghai Investment and Trust Corp. and the 
ICBC. Of these, the BoC has the most established interna- 
tional network. 

There are now more than 80 foreign banks with some 150 
representative offices and branches operating in Peking, 
Shanghai, Xiamen, Canton and the four special economic 
zones (SEZs). None are believed to be making any money 
but all are hanging on in hope of being allowed to go into full 
banking eventually. That day may not be long in coming. Re- 
cent statements by a couple of senior Shanghai government 
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bank participation, the offi- 
cial said. Shanghai has 35 fareign banks with representative 
offices and branches, but only four of them, for historical 
reasons, are allowed to operate branches but these are still 
restricted from doing renminbi business. 


ne view that is being considered calls for gradual ent 

of foreign bank branches, starting with those whic 

had roots in veis such as the Kincheng Banking 
Corp., a member of the BoC group in Hongkong, the official 


said. 

Shanghai's domestic banks are reported to be up in arms 
against the Posee to allow foreign banks in, citing the im- 
maturity of the local system — interbank relations were 
started only last year — and the lack of infrastructural sup- 

rt as reasons for their objections. Undoubtedly, local 

anks are afraid of being taken to the cleaners by foreign 
banks with their sophisticated knowhow and efficient man- 
agement if the situation were to become free for all. For now, 
foreign banks in China will have to take the bits of trade 
financing that come their way — the BoC has most of the 
trade financing business — and hone their contacts. 

China's foreign exchange centres, now supervised by the 
State Administration of Exchange Control, a State Council 
organ, are set for further expansion. There are now a number 
of currency adjustment centres in the country — the cities of 
Canton and Shanghai each have a currency adjustment 
centre, the SEZs each have one and Peking, Fuzhou and 
Quanzhou are each about to set up one. 

Apart from Shenzhen, only foreign-invested enterprises 
are allowed to use these centres, but plans are afoot to allow 
state enterprises in as well. Shenzhen already allows all en- 
terprises registered in the SEZ to use its centre. The Shang- 
hai foreign exchange centre has reported a turnover of 
US$20 million since its inception in November 1986 while 
Shenzhen is estimated to have more than double that vol- 
ume. 

The centres provide a place where foreign enterprises 
match their currency needs with one another or with a 
selected number of state institutions. The enterprises are re- 
quired to find a matching partner themselves or with the aid 
of the centre. At the Shanghai centre, the US$-renminbi rate 
has eased to Rmb 5.7:US$1 compared with the official rate of 
Rmb 3.7, the manager of the centre said. 

There are thriving currency blackmarkets in various 
cities, the most active of which is in Shenzhen where the 
Hongkong dollar is widely used as a second currency. In 
many cases — from taking a taxi to buying from a street ven- 
dor — the Hongkong dollar is the preferred currency. Being 
paid in renminbi is no longgr an inconvenience, say many for- 
eign businessmen. o 
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Bankers get 
ready for 
tougher rules 


By Pauline Loong in Hongkong 


anking in Hongkong has come out of the turbulence 

B ofthe past six months remarkably unscathed. A vibrant 

economy has absorbed much of the shockwaves from 

October's stockmarket crash, and early fears of widespread 
bad debts and bankruptcies have faded. _ 

Much more of an issue now is the negative interest rates 
introduced in the wake of speculative pressure on the Hong- 
kong dollar at the turn of the year. The rules, requiring banks 
to levy a charge on large Hongk@ng dollar deposits, were put 
in place to defend the local currency’s link with the US dollar. 
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Japanese banks and DTCs in Hongkong protested strongly 
against the new requirements. They will be the hardest hit 
because Japanese financial institutions traditionally operate ' 
on much lower ratios at home. Further, many DTCs use 
Hongkong mainly as a loans booking centre, and they argue 
that higher ratios would unjustifiably increase costs. 

Many banks and DTCs have now stopped protesting and 
turned to seeking ways of coping with the rules. One Japan- 
ese banker commented: *We don't like it, but we are learn- 
ing to deal with it. There are basically three waysof coping — 
we can increase capital, be more cautious with balance-sheet 
growth or shift assets from high risk to low risk." 

Another area the authorities are looking at is problem 


~ 


loans to Third World countries. At the end of 1987 the Bank- 


ing Commission asked bankers for details of their exposure, 
and sought their opinions on how much provisioning they 
would consider adequate for various exposures. Different 
formulas used in Britain and by Canada in calculating such 
provisions are being studied, and bankers have again been 
asked to comment. 

Said Lau: “Recently there has been a lot of crossing of 
ideas among prudential supervisors. Approach to supervi- 
sion is changing in many countries.” 

Hongkong’s present approach — similar to that adopted 
by US authorities — is to send examiners to a bank to observe 
its operations, inspect records and speak to management. 





However, bankers are upset 
over several points. They are un- 
happy at having to shoulder the 
work and ap involving in col- 
lecting the charge should the rules 


r 


irate customers who would have to 
pay for the privilege of keeping 
money with the bank. Moreover, 
there are worries that a negative in- 
terest rate system would place an 
intolerable burden on computer 
function. 

Said one Hongkong banker: 
“Computer programmes would run 
amok. We will continue to fight the 
plan. If the government wants 
negative interest rates, it should do 
it through legislation and collect the 
charge itself instead of doing it 
through the Hongkong Association 
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of Banks and asking us to collect it." e 

The real impact on banking this year will come from a 
much more mundane quarter. Hongkong's banking reg- 
ulators have been quietly experimenting with new supervi- 
sory approaches and techniques. The result could well mean 
more stringent regulations as the authorities seek to bring 
Hongkong regulations in line with the highest international 
standards. 

In the pipeline are proposals for even tougher capital- 
adequacy requirements for financial institutions after Sep- 
tember 1988, methods to standardise provisioning for trou- 
bled Third World loans, and the incorporation of new pru- 
dential tools used by other regulators. Said Hongkong's dep- 
: uty Commissioner of Banking C. W. Lau: “It’s our intention 
: to push through requirements of the Basle Committee after 

September." The Basle Committee is an international group 

of bank supervisors chaired by Peter Cooke of the Bank of 

England. Its proposals, announced by the Bank of Interna- 

tional Settlements, envisage a minimum capital-to-assets 

ratio of 8% by 1992 (with an interim target of 7.25% by 1990) 
* for banks in the Group of Ten industrial nations, plus Swit- 
zerland and Luxembourg. 

Hongkong's own requirements on capital adequacy will 
come into force in September. All banks and deposit-taking 
companies (DTCs) must then comply with a minimum capi- 
tal ratio of 5% . Individual institutions may be asked to meet 
, higher standards — up to 8% for Banks and 10% for DTCs. 








Such on-site inspections, which can last up to two months for 
a single bank, are intensive and expensive. 

The authorities are now looking to incorporate other 
supervisory tools — from prudential interviews favoured by 
the Bank of England, to financial analysis as an aid to on-site 
examiners. Lau said: "We have an in-house working group 
developing ideas along those lines." 

Despite the turbulence of the past year, the banking sec- 
tor has held up well. Loan assets of banks and DTCs rose 
more than 55% to HK$779 billion (US$99.9 billion) in 1987 
— with banks marking even more impressive growth of 70%. 
Hongkong dollar loans rose 23.6%, one of the highest per- 
centage increases in recent years. Foreign-currency loans 
shot up by 87.5%. The most dramatic increase was in 
offshore loans, which rocketed by 93.3%. In contrast, loans 
to finance Hongkong’s visible trade rose by 24.7% and other 
loans for use in Hongkong by 30.3%. 

Foreign banks continued to be attracted to Hongkong. Six 
new licences were issued in 1987, three of them to Italian 
banks, and one licence was issued early this year. Hongkong 
offers bankers opportunities in trade financing, a convenient 
location for business with China, a listening post for those 
dealing in the capital and syndicated loans market in the re- 
gion and, more recently, a base for tapping the private bank- 
ing market. 

Westdeutsche Landesbank, for example, is setting up a 
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THE BRITISH BANK OF THE MIDDLE EAST 
LOOKS AHEAD WITH CONFIDENCE. - 


For more than ninety years now, The British Bank of the Middle East has 
been both proud and privileged to play its part in the continued economic 
development of the Arab world. 

It’s a period that has seen us develop 
an unrivalled range of financial services to 
meet the needs of the region. And invest in 
some of the most sophisticated information 
and communication systems in the world 
today. 

Staffed by highly motivated banking 
professionals, our comprehensive Middle 
East branch network is perfectly placed to 
help solve your banking problems both now 
and for the future. 

Backed by the vast resources of the 
HongkongBank group, we also offer you 
direct links to more than 1,300 bank offices 


in 55 countries. 





Not forgetting, of course, the full benefits of almost a century's 


professionalism, integrity and trust. 


The British Bank of the Middle Fast 
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member: HongkongBank group 


Bahrain India Jordan Lebanon Oman Qatar Switzerland United Arab Emirates United Kingdom 


London Branch: Falcon House, INC Curzon Street, London WIY BAA Tel: 01-493-8331-7 




















Make Daiwa 


the Keystone of Your Business. 


To succeed in today’s business world, it’s important to begin with a sound 
financial base. 

And that’s where Daiwa Bank can help. 

We're the only city bank in Japan to combine banking and trust businesses. 
Which means we can offer you a fully integrated range of services. General 
Banking. International Financing. Real Estate. Trust. And Pension Trust — where 
our share is No. 1 in Japan. 

What's more, we're never very far when needed. Throughout Japan we're 
doing business out of more than 190 offices, with headquarters in Osaka and 
full activities in Tokyo. Internationally you'll find our branches and representative - 
offices in key cities throughout the world. 

So if you're interested in building business, come to Daiwa Bank. 

It's a solid place to start. 


a fully integrated banking service 


DAIWA BANK 


Head Office: 56, Bingomachi 2-chome, Higashi-ku, Osaka 541, Japan 
International Banking Headquarters (Tokyo Office): 1-1, Otemachi 2-chome, Chiyoda-ku, Tokyo 100, Japan 
Overseas Branches & Agency: London, New York, Los Angeles, Frankfurt, Singapore, Hong Kong & Chicago 
Overseas. Representative Offices: Sydney, Sao Paulo. Houston, Paris, Panama, Bahrain, Mexico, 
Vancouver, Jakarta, Seoul, Beijing, Kuala Lumpur, Zurich, Shanghai & Bangkok 
Subsidiaries: Daiwa Bank Trust Company, New York; Daiwa Finanz AG, Zürich: Daiwa Overseas Finance Ltd., Hong Kong: 
Daiwa Bank (Capital Management) Ltd., London: Daiwa BK Financial Futures Singapore Pte. Ltd., Singapore: 
Daiwa Finance Australia Ltd., Sydney; Daiwa Bank Canada, Toronto 
Affiliates: PT, Bank Perdania, Jakarta; P.T. Daiwa Lippo Leasing Corp., Jakarta 
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sian network to sell its deutschemark capabilities to 
Hongkong general manager Richard McDonald 
ere 1$.a lot of money in Asia and we feel we have 
enough products in the deutschemark range to enable us to 
s ompete." 
Private banking, which had been growing rapidly in 
Hongkong before the October crash, now seems to be grow- 
ing even faster. It appears that investors, disenchanted with 
the equity markets, want help in diversifying their portfolios 
and are turning much more to private bankers for advice. 

. Hongkong headhunter Philippe Delhaise, who specialises 
in the financial services sector, said demand for private bank- 






| ing staff had risen substantially since the crash — especially 


for executives who could advise on non-equity investment. 


. | “There is definitely a need for private bankers, but good ones 


are hard to find;" he said. "Financial instruments are created 
in New York and London and executives who are familiar 
with them tend to come from there." 

Private bankers are not the only ones in demand. Execu- 
tives are also needed to monitor corporate credit. With grow- 
ing protectionism worldwide, the outlook for exporters is un- 
certain. More banks are hiring credit analysts and credit 
managers as a new mood of caution sets in. 


.. A manpower shortage has plagued Hongkong banking for 


some time. Banks complain of losing experienced executives 
to emigration, and the explosive growth in the unit trust in- 
dustry early last year lured many managers away from tradi- 


AUSTRALIA 


Secure at home, 
private banks 





push overseas 


By Andrew McCathie in Sydney 


IM 


ore than two years after the entry of 16 new foreign 
banks into Australia, the country's Big Four domes- 
tic banks have confidently met the challenge of in- 
creased competition, tightening their grip on the local bank- 
ing market, streamlining their operations to weed out un- 
economic business and shifting overseas. 

Indeed, deregulation of the Australian banking system 
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tional banking services. Now, according to an. accounting 
firm which also handles staff placements for financial institu- 
tions, staff are returning in droves, though good people re- 
main hard to come by. a 

Mortgage loans are a major money-spinner for Hongkong 
banks. In 1987, loans for home purchases rose by 3596 to 
HK$65 billion. Among the most active banks in this field 
were those from mainland China. These Chinese banks have 
been visibly more aggressive in the past year. They have been 
modernising their approach to business and no longer con- 
fine themselves to canvassing from China-related businesses. 
Chinese bank executives now talk of fighting for market 
share. Ws 

One Hongkong Chinese banker said: *We must all be on 
our toes now. Some of the communist banks have been mak- 
ing large capital injections and seem poised for growth. We 
can no longer take them for granted. When all the results for 
the year are in, you will probably find that their deposit a 
loan growth has been above market average." : 

What of the future? According to Bank of 
David Li: "The outlook for the banking indust remai 
healthy, though one must still be cautious. The slowdown o 
securitisation is a good thing as people go back to the basics. 
Chis will remain an important market for Hongkong's 

anks." s : 


up considerable liquidity, freeing funds for both ho 
corporate lending, and as a consequence drawing ini 
tomers well before the new arrivals had even started 

Of the 16 new entries to the Australian market, only 
National Mutual Royal Bank Ltd (a consortium of one 
Australia's largest investment houses, the National Mutu 
Life Association, and Royal Bank of Canada), and Citiban 
(Australian offshoot of the international US bank), have 
managed to make any real impression on the tough Austra 
lian market, in part because they have attempted to carve out 
a slice of the market by focusing on housing finance. ; 

With their positions at home strengthened and remarka 
bly secure, the three private banks — Westpac, ANZ and 
NAB — spurred on by the deregulation of Australian finan: 
cial markets, have sought to spread their wings and move int 
foreign markets in pursuit of new business opportuniti 
created by Australian businessmen who have been leaving. 
increasingly mature Australian markets in search of growt 
overseas. 

While their new foreign competitors in Australia have - 
been badly bruised by low returns and have been forced 









has helped the big Four — r 
Westpac Banking Group, ANZ |. 
Banking Group, Commonwealth 
Banking Corp. and National 
Australia Bank Ltd (NAB) — to 
claw back some of the ground 
they lost over the previous 30 
years. 

According to Australian 
Government statistics, the Aus- 
tralian banks’ share of total fi- 
nancial assets climbed to 49% in 
1966. By 1976, this had fallen to 
43%, plunging in 1983 to 38%. 
However, by 1986, a year after 
the government opened the local 
market to foreign-owned com- 
petitors, the Australian banks 
were fighting back, lifting their 
share of total financial assets to 
4196. 

The. particularly favourable |$ 


market conditions in 1985 allow- |= 





rationalise and cut back their op- 
erations, the three private bank 
have been splashing out to build 
a global network in the world's: 
major financial centres. The 
NAB has been the latest to take 
the plunge into the world of for- 
eign banking. Earlier this year it 
made an audacious raid on the 
dealing room of McCaughan 
Dyson Capel-Cure, the London 
stockbroking arm of NAB's 
competitor, ANZ. 

In this swoop, NAB picked 
up the brokers 12-member 
fixed-interest team and as a re- 
sult dramatically lifted its ability 
to tackle both Westpac and 
ANZ head-on in European fi- 
nancial markets, including the 
Eurobond market and future 
and options contracts. 3 

The expansion of NAB's. 





in the wind. 





ed the domestic banks to build [Commonwealth Bank, Sydney: c 


9 erations in London follow 








FAR EASTERN ECONOMIC REVIEW 5 MAY 1988 

























































BANKING '88 


A$986 million (US$730 million) acquisition last year of the 
Scottish-based Clydesdale Bank plc and the Dublin-based 
* Northern (Ireland) group and Belfast's Northern Bank Ltd. 
The NAB is also in the process of revamping and enlarging 
the treasury dealing room at the bank’s Tockenhouse Yard 
-Beadquarters in London to accommodate its new interna- 
tional corporate strategy. 

Group managing director Nobby Clark said the initiatives 
were a significant part of the bank's plan to establish a global 
presence in Australian securities. Its move overseas would 
reduce the group's vulnerability to fluctuations in the Austra- 
lian economy and provide a platform for further expansion in 
Britain and Europe. 

The ANZ already has a strong international presence 
after its A$282 million acquisition in 1987 of the rambling 
empire of British-based Grindlays banking group. 

While Westpac has yet to undertake a large scale foreign 
acquisition, it has been painstakingly putting together an 
offshore operation in both Britain and the US, buying the 
- London bullion and foreign-exchange dealer Johnson 
Matthey Bankers Ltd in 1985 and the New York government 
securities dealers William E. Pollock Government Securities 
Inc. and Werco Holdings Co. Ing., both in 1986. 

As a result of these moves, the ANZ now has 43% of its 
assets outside Australia, with operations in more than 40 
countries, and NAB has around 38% of its assets offshore, 
with Britain and Europe accounting for 23.9% of total group 
assets. Westpac has pursued its global interests to the point 
where operating income from offshore sources reached 4876 
of total corporate and international income last year, and is 
represented in 23 countries. 

As the private banks flee, they leave behind the Austra- 
lian government-owned Commonwealth Banking Corp., in 
dire need of additional capital and facing a debate about its 
future which could lead to privatisation. The Commonwealth 
has been trying to put up a brave front by maintaining that its 
strategy is to concentrate on the Australian domestic market. 
But with a capital deficiency of about A$1 billion, a static 




















: High costs and 
bad debts 
to overcome 


By Nick Seaward in Kuala Lumpur 
| t hardly seems yesterday that the Malaysian banking sys- 





tem was groaning under a loans:deposit ratio in excess of 

100% and inter-bank overnight rates of 55%. In fact, 

both phenomena occurred nearly two years ago, but the way 

- the banks have been crying for relief ever since, anyone 
‘would imagine that the squeeze was still being applied. 

The truth is very different. By the end of 1987, according 
to the latest report of the central bank, Bank Negara (BN), 
the overnight money market rate had come down to 2% and 

: the loans:deposit ratio had dropped to 89%. Furthermore, 
X commercial banks enjoyed an average interest rate margin of 
:. p 6.196 in December — the highest on record this decade. 
With the economy rebounding strongly — real GDP 
growth is forecast at 5.3% this year — the conditions for 
strong growth in banking services are now in place, yet the 
banks are still reluctant to reduce their margins. As a result, 


is loans growth has only m begun to climb out of negative ter- 
Se'l) ritory, achieving 0.2% 








% growth over the course of last year. 








market share and with 
its profits in reverse, 
the bank’s scope for 
moving forward, let 
alone into foreign 
markets, is very limit- 
ed. 

The Common- 
wealth is not necessar- 
ily unhappy about the 
prospect of privatisa- 
tion. In March, Labor 
Prime Minister Bob 
Hawke included the 
Commonwealth in his 
list of government au- 
thorities he would like [3 
privatised, and even | ANZ: overseas strength. TASSO TARABOULS! 
suggested that the 
Commonwealth might be merged with another bank. Unfor- 
tunately for the Commonwealth, it now finds the issue of its 
shortage of capital increasingly linked with the politically 
sensitive privatisation debate and its financial future resting 
on the ability of Hawke to overcome the strong opposition 
within his party to privatisation and open up the Common- 
wealth and other instrumentalities, including one inter- 
national and one domestic airline, to private owner- 








ship. 
The Commonwealth’s capital difficulties would even in- 
tensify if Australia’s central bank, the Reserve Bank, should 
roceed with its proposals, which are based on the Bank of 
nternational Settlements paper on capital adequacy. Aus- 
tralian banking analysts estimate that some of the private 
banks would need about 20% more capital to meet the new 
requirements. Without a resolution of its financial problems 
the Commonwealth is facing a bleak future where it will have 
to face up to the possibility of cutting back part of its opera- 
tions. 
One of the intriguing results of the fight by the domestic 
banks to hold their ground against the new foreign competi- 


What is holding the banks back: are they being too greedy? 
The answer, according to the central bank, is not greed, 
but inefficiency. BN rejects the banks’ argument that they 
are still suffering from the high interest, long-term fixed de- 
posit rates they were forced to offer in 1986. Most of those 
deposits have matured; the real reason, according to BN, is a 
combination of continuing heavy provisions for non-per- 
forming loans and high staff costs and overheads. In short, 
the banks are now paying the price of earlier indiscriminate 
salary bonuses and insufficient creditworthiness assessment. 

It is estimated that out of the average spread of 5.4% en- 
joyed by the commercial banks over 1987, 2.8 percentage 
points were gobbled up by overheads, including staff costs 
and a further 2.8 percentage points on bad debt provisions 
and interest-in-suspense on loans that had not been perform- 
ing for 12 months or more. Indeed, it was only the non-loan 
income of an estimated 1.2% a year that enabled the com- 
mercial banking sector to turn a profit in 1987 at all. 

Figures compiled by BN show that the banking system ac- 
cumulated losses of M$288 million (US$112.5 million) in the 
recessionary years 1985 and 1986. In 1987 the combined pre- 
tax profit was put at M$565 million — still way below the 
peak of nearly M$1 billion‘achieved in the halcyon days of 
1984 


Better profitability should be achieved in 1988 — partly 
as a result of a BN initiative to restrict staff costs growth 
throughout the banking sector. As a result of a 
moratorium on wage increases instituted in January 1987, 
staff salaries may be increased only on the basis of merit 
— especially in terms of increased productivity — and even 
then, subject to a maximum rate of 5% of the existing 
salary. Bonuses are also restricted to one month's salary, d 
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tion has been that it 
has led to a new carve- 
up of the Australian 
banking market, with 
Australia's largest 
bank, Westpac, con- 
sistently losing ground 
to the NAB and 
ANZ. Between Octo- 
ber 1985-December 
1987, Westpac's share 
of bank deposits slip- 
per from 32.6% to 

8.9%, while the 
NAB's share rose 
from 24.4% to 25.396 
and that of the ANZ 
rose from 22% to 
24.296. 

During the same period, the Commonwealth's market 
share has barely moved, from 21% to 21.5%. The strong 
performance of both ANZ and NAB is even more worrying 
because of the way they have, in the past year, been 
looking firmly to world markets. For the NAB the emphasis 
has been on developing a global operation and in the 
ANZ's case in trying to fine-tune the complicated and ex- 
tensive business interests it inherited when it captured 
Grindlays. 

In the past few months of 1987, the NAB pipped both 
Westpac and Commonwealth to become the largest bank in 
terms of domestic assets, with more than A$37 billion com- 
pared with p. A$35.9 billion and Commonwealth's 
A$35.8 billion. While the domestic banks might have man- 
aged to push the foreign banks to the margins, one trick the 
locals have picked up from the new entrants has been to em- 
phasise middle to high income earners and introduce a new 
charging system to meet the high cost of providing counter 
services in their branches and operating bank accounts with 
low balances but high volume transactions. 

3 Without an existing customer base to upset, several of the 





Hawke: privatisation plans. 
























except where contractural commitments state otherwise. 

< These restrictions will remain in force until the end of 
1989 but they have already borne fruit. Despite a small in- 
crease in the number of employees last year, total staff costs 
fell by 3.976. This compares, for instance, with a 19.5% leap 
in 1985. 

The other major Pom area is bad and doubtful debts. 
Since 1985, outstanding bad debt provisions of the commer- 
cial banks has risen from M$2.1 billion to M$3.8 billion, 
while interest-in-suspense suffered an even sharper deterio- 
ration from M$1.2 billion to M$3.3 billion. All told, bad 
debts provisions and suspended interest were the equivalent 
of 12.7% of total loans outstanding at end-1987. 





he position is not quite as serious as it may seem. Due, 
] no doubt, to BN's close supervision of the banks' 
bad debts policies, total provisions and interest-in-sus- 
pue have averaged 56% of total non-performing loans — 
igh when compared with some of the international banks. 
Nevertheless, the Malaysian Government has taken two 
steps towards alleviating the pressure on the banks and on 
the companies which can no longer service their loans. 
Firstly, the central bank issued guidelines on 1 September 
1987, specifying a maximum spread of four percentage points 
a year over their base lending rate (BLR), that the banks can 
charge borrowers. Also — and perhaps more importantly — 
BN restricted the banks to a maximum penalty rate for non- 
perouning loans of one percentage point, compared with 


ally being charged by the industry. 

Secondly, the government has set up a M$500 million En- 
terprise Rehabilitation Fund, to be financed by BN and allo- 
c ros OMNES 
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ormer penalty rates of up to four percentage points habitu- 
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foreign banks have imposed some fairly hefty charges. For 
example, Chase AMP, a consortium of Australia’s largest in- 
vestment house, the AMP Society, and Chase Manhattan, 
require a monthly balance of A$1,000 to avoid a monthly 
levy of A$10, while the Bank of New Zealand charges a flat 
30 A cents on every transaction made on its leading retail- 
product, the Smarter Account. 

Most of the foreign banks have also tried to develop a 
form of private banking in Australia by pursuing customers 
in the higher income bracket to the point that the private 
banks at least have examined whether they too should offer ^ 
private-banking services. 

In line with the thinking — the user pays principle — has 
come a catch-cry as each of the banks work their way through 
their operations to reduce cross-subsidisation services and 
rationalise the services they offer. Westpac estimates that it 
costs between A$5-7 for each over-the-counter transaction. 

The banks believe that their customers would like a sim- | 
pler system of accounts. Rationalising their accounts also 
helps the banks to stem the rising costs of their retail of 
tions, which if Westpac is any guide, represent abo: 
the banks' total costs. ES 

Both Westpac and ANZ,have taken the 
teeth and introduced new special charges fi 
actions made on certain accounts. Their ann 
erated an enormous storm, with even Ha 
new charges. Commenting on the ANZ’s r 
Hawke said: "It doesn't seem to me they are reall 
tom of the barrel as far as their position of profita 
cerned.” : 




















































beneficiaries. 


















cated through Malaysian Industrial Development Fi 

state-owned development bank. The fund will be restri 
to viable companies that are currently facing cash shortages. 
In scope, however, it will be limited to businesses owned by - 
members of the Bumiputra (indigenous Malaysian, mainly 
Malay), community. 7 

The reason for this restriction is not entirely clear but i 
appears to be a response to growing calls by Bumiputra en- 
trepreneurs for the government to intervene to prevent the - 
banks from foreclosing on them. These calls reached a cres- 
cendo in 1987, with one Malay chamber of commerce going - 
so far as to demand the resignation of the chairman of the 
country's second largest bank, Bank Bumiputra Malaysia, 
for having had the temerity to call in non-performing loans. 

As it turned out, the man in question, Tan Sri Basir Is- 
mail, remained firmly in his post but the incident underlined 
the political sensitivities of the issue. Bumiputra entre- 
preneurs form the core of the government's attempts to re- 
structure society and to reduce the ethnic Chinese domi- 
nance of the commercial sector. 

In the days before the recession, banks were encouraged 
to roll over the loans of Bumiputra businesses and adopt a re- 
laxed attitude when it came to collateral on new lines of cre- 
dit. Now, for the first time since the New Economic Policy in 
1970 laid the foundations for the creation of a Bumiputra 
commercial community, it seems that Malay businessmen - 
have been forced by equally hard-pressed banks to keep up 
their loan repayment schedules. As a result, the government 
has been forced to step in to prevent what BN calls the “an- 
nihilation of a generation of new entrepreneurs." 

In addition to the Rehabilitation Fund, the banks have 
been encouraged to conv@rt part of these problem loans into |> 
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equity — with buy-back poe if necessary. To prod the 
banks into taking this rather drastic step, BN has agreed that 
such equity'will be treated as loans for the purposes of assess- 
ing banks’ compliance with its guidelines for lending to 
Bumiputras. 

The lending guidelines are the thorn in the side of every 
bank in Malaysia as they lay down fairly rigidly the way in 
which the banks do business. Current guidelines stipulate 
that the commercial banks must lend: 
>» Atleast 20% of their total loans outstanding to members 
of the Bumiputra community. Interest on loans of up to 
M$500,000 to be fixed at 9% or 1.75 points above the BLR of 
the country’s two largest banks. 
> At least 6% of their total outstanding loans for the pur- 
poses of agricultural production. 

» New loans totalling at least M$300 million to small scale 
enterprises, of which M$150 million must be owned by 
Bumiputras. Interest subject to the same 9% restriction, re- 
gardless of the size of the loan. 

» New loans to finance the purchase of at least 75,000 
houses, of which 45,000 must be low-cost units priced at 
M$25,000 or less and at least 22,500 must be for Bumiputra 
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The effect of this policy change was immediate. Interest 
rates fell from a peak mode rate of 7.5% for 12-month fixed de- 
posits in 1986 to 4% by the end of last year. Over the same 
period, the mode BLR was brought down from 10.75% to 7.576 . 
However, the average lending rate proved to be a bit moref 
sticky, falling by only 2.3 percentage points to 9.7% by end- 
1987 — whichis another reason why loans grew by only 0.2% . 

The slow growth in bank ordinary lending was distorted 
by two factors, however. The first was the distortion in the 
market caused by the presence of the central bank's M$1.7 
billion New Investment Fund (NIF), which by June 1987 was 
offering loans at 7.75% for investment in manufacturing, 
tourism or agriculture. The NIF had approved projects total- 
ling M$1.3 billion by the end of 1987 and BN has decided not 
to extend the fund when it is fully taken up. 

The second distortion was caused by the inauguration of 
the national mortgage corporation Cagamas in October 1987 
as the prime mover in a new secondary mortgage market. By 
February 1988 it had bought M$475 million in housing loans 
from the banks and finance companies and issued backing 
bonds valued at M$400 million. Although the banks and fi- 
nance companies still retain responsibility for the supervision 
of these loans, they no longer appear on their own books. 

Other efforts to deepen the capital and money markets in 











house-buyers. The interest rate to be restricted to 9% for all 
owner-occupied homes valued at M$100,000 or less. 

To soften the blow somewhat, BN has redefined a small- 
scale business as one having net assets or shareholders’ funds 
of up to M$500,000 (previously M$250,000) — but judging 
from past performance, many banks find the guidelines dif- 
ficult to comply with. By the end of 1987, for instance, no 
fewer than 23 of the 39 commercial banks had failed to meet 
the guideline on lending to Bumiputra-owned small-scale 
businesses. 

The problem is not one of the banks having too little 
money to lend for, as the loans:deposits ratio indicates, the 
system is awash with money. The problem is one of finding 
borrowers of sufficient quality to whom to lend. Few small- 
scale businessmen, for instance, are able to show an income 
tax receipt as proof of income. 

While the banks are grappling with this problem, BN has 
determined that lending interest rates should come down in 
line with the slack demands of the market. In 1987, BN re- 
- versed its interest rate policy by freeing up deposit rates and 
by tying the banks' BLRs to within 0.5 of a percentage point 
of the BLR of Malayan Banking and Bank Bumiputra — 
both of which are controlled by the government. Hitherto, 
deposit rates in the banking system had been pegged to the 
rates offered by those two banks, in order to prevent undue 

competition for scarce funds. e 
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1987 included the decision to allow six merchant banks to 
issue negotiable certificates of deposit and the opening of the 
interbank money market to finance companies with unim- 
paired shareholders’ funds of at least M$50 million. The mer- 
chant banks were also allowed to include as fee-based income 
any trading profit they have made from trading in govern- 
ment paper, treasury bills and Cagamas bonds. (Merchant 
banks are required to make 30% of their total annual income 
from fees.) 

In keeping with trends elsewhere, the Malaysian govern- 
ment has also taken steps to increase the banks' involvement 
in the stockbroking industry. Although “corporatisation” by 
the banks of existing brokerages has been permitted since 
1986, only three firms had been acquired in this way by the 
middle of 1987 and only one by a commercial bank — GP 
Securities by Public Bank. 

In a bid to break the deadlock, the government used its 
power under the Securities Industry Act late in 1987 to grant 
new broking licences to the three largest commercial banks 
— Malayan Banking, Bank Bumiputra and United Malayan 
Banking Corp. — upon payment of M$5 million each to the 
stock exchange. All three duly set up new stockbroking sub- 
sidiaries which began trading around the beginning of 1988. 
However, the continuing refusal by the other members of the 
exchange to introduce graduated commissions has hindered 
their elled ironian 
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Orient Leasing, one of the Japan's 
pioneers in the field with long 

experience in financial services as 
well as in leasing of a wide variety 
of equipment in multi- currencies. 


Licenced Deposit-Taking Company 
Equipment Leasing Specialist 


30th Fi., United Centre, 95 Queensway, Hong Kong. 
Tel: 5-8629268 

Telex: 75680 OLC HK HX 

Fax: 5-279688 





| Orient Leasing Co., Ltd. 
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We Are Always 
At Your Convenience 


Through OLC network in 18 
countries, we are able to meet your 


every possible need in local 
markets or overseas. 
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Anticipating 
ayear 
of recovery 


< By Paul Handley in Bangkok 

he appreciation of the yen, bane of many Thai borrow- 

ers, has been a godsend to the Thai commercial banks. 

The multiple effects of Endaka have finally brought a 
. reduction in the excess liquidity which has pestered Thai 
|! banks for nearly four years. The strong yen has convinced 
borrowers to convert yen and Eurocurrency debt into baht; 
givenastrong boost to Thailand's manufactured exports; and 
sent Japanese investors in droves to Thailand. Although 
. banks made up some ground in 1987, these trends will likely 
. make 1988 the real year of recovery. 

The banks' worst year in memory, 1986, is now certainly a 
thing of the past. In that year of excess liquidity, low local 
borrowing, and numerous problem borrowers, the Bank of 
Thailand (BoT, the central bank) had to bail out five banks, 
following the one bank and two dozen finance companies res- 
cued in the previous two years. By the second half of 1987, 
the managerial framework for turning those institutions 
around was solidly in place. 

Banks have begun to see many of the time-consuming 
rescheduling operations evaporate, and their intensive 
care units have mostly closed shop. The surge in econo- 
. mic growth last year, and especially in trade, meant that 

many bad borrowers were able to recover profitability. 
The BoT, somewhat impatient in getting the banks on the 
road to reform, at the end of the year showed forbearance 
in forcing banks to cover accumulated loan losses, pretty 
much a new and burdensome concept to the commercial in- 
stitutions. 

But even as the economy turned around, for the banks 
most of 1987 was spent fighting the effects of excess liquidity. 
While some moved to boost operating efficiency and 
modernise management thinking, the main banks continued 








rates and fees for customers. 

Over-liquidity forced interest rates to hit an all time low, 
with major corporations wrenching short term funds from 
banks at occasionally lower than the 5.5% savings deposit? 
rate in the second half. The BoT's weighted average inter- 
bank rate hit 5.56% in August, only slightly recovering in 
subsequent months. Overdraft and short-term loans for 
small customers fell toward the 10-1196 range, as did 10-year 
housing loans. 

At the same time, there was strong competition for de- 
posits, stemming from banks' needs to meet the BoT's de- 
mands for increased loan-loss reserves while maintaining 
statutory funding requirements in order to satisfy the ex- 
pected pickup in domestic borrowing. After the BoT firmly 
rejected a call by the Thai Bankers Association (TBA) to en- 
force lower deposit rates, the TBA attempted in vain to set its 
own 7.2596 top level from January 1988. This was being bro- 
ken even as it came into effect; with numerous onshore bor- 
rowings coming up, most banks wanted to be strong enough 
to get a share. 

For lending, the TBA has been more successful, though it 
jumped the gun slightly. The banks fixed an artificial 6.5% 
interbank rate in November. It was only in January when 
roughly baht 10 billion (US$400 million) was soaked up by 
private and state firms converting offshore debts to baht, and 
a couple of state enterprise floated multi-billion baht syndi- 
cations, that reality could underpin the higher rate. 

Rates shot up to 7.5% on the interbank market, and 


| weakened only slightly in the following weeks. By March it 


appeared that stability had been reached, with the govern- 
ment wanting to keep rates competitive internationally, but 
not wanting to fuel inflation. Banks mostly agreed that the 
promise of higher inflation this year means a need to keep in- 
terest rates up. 

Still, nothing indicated that spreads would recover to the 
comfortable levels of three or four years ago. The interest 
rate and currency hedge options being offered to corpora- 
tions in Bangkok now are slowly being understood and ac- 
cepted. This means that local banks have to remain increas- 
ingly wary of competition from offshore, even from the yen. 

Altogether the 15 Thai commercial banks (down from 16 
after the government merged the Sayam Bank — ex-Asia 
Trust Bank — with state-owned Krung Thai Bank RID) 
averaged a 83.8% increase in after-tax profits in 1987, while 
assets grew 20.996. Fee income, capital gains on shares in 
Securities Exchange of Thailand (SET)-listed companies, 
and growth in consumer lending, for homes and cars and the 


to fall back on time-honoured traditions such as cartelised 
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; A complaint filed to police in March 
IP against the government's leading 
finance officials forced the Bank of 
Thailand (BoT) to slow plans to 
rengthen its regulatory muscles over 
the commercial banks. However, new - 
=: BoT has been preparing that 








minister, the governor of BoT, and sev- - 
eral of their deputies withdrew his ac- 
cusations after political pressure from — 
-his own party. Some observers felt the. 
MP had strong backing from bank 
"opposed to BoT’s moves. The acci 
tion achieved one likely aim of delayi 
BoT getting the power to approve 


officials. *We are still moving ahead 


insurance corporation ¢ 
serve requirement for al 
bank lending. = — 0 
In mid-April the government MP 
who made the complaints against the fi- 
nance minister, the previous finance 















said one senior bank source before 
complaint was withdrawn, *but we : 
taking a low-key position." .. 
The issue is important: lack hi 
power kept the BoT from resolving sev- 
eral extremely damaging managem 
` battles in recent years. A board n heay ODE bank: 
"battle for control of Siam City Bank, for control B la ember many 
example, was resolved only in January were afr: t to cover his 
1987, 18 months after it became cle t ink 3 


bank illi 
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like, offset the minimal margins being pulled in on lending. 
Having lagged behind deposit growth for the first half of 
the year, lending began to take off only at the end of 1987, 
and continued to grow strongly in January and February 
41988. Domestic credits were up 23.8% to baht 673 billion in 
1987, while deposits grew 19.7% to baht 747 billion, com- 
ared with 4.1% and 12.9% growth e patid} in 1986. 
angkok Bank’s research unit estimates that deposits in the 
first two months of 1988 expanded at an annual rate of 10%, 
while lending grew at some 13-14%. . 

Most banks see the trend continuing through 1988: strong 
fee income, especially trade-related; increased borrowing as 
more new factories open and need working capital; more gains 
to be made on the SET. Deposits in the banks should grow 
more slowly as savers recover their lost faith in finance com- 
panies and move back to medium-term promissory notes. 

Liquidity will also remain relatively tighter because most 
banks plan to raise capital this year, to meet the loan demand 
and continued BoT pressure to raise loss reserves. Bangkok 
Bank announced in early April a move to raise baht 1 billion 
to boost total capital to baht 6 billion. The bank’s confidence, 
evidenced by the fine pricing of the public offering portion, 
was shaken by a sudden 22 point correction in the stockmar- 
ket index in late March. This served as a warning to others 
that market confidence should not be taken for granted. 





others in total assets, but its share of the aggregate 
among the Thai banks fell from 32.6% to 30.4%. Thai 
Farmers Bank was relegated to third place in size of assets 
when Sayam Bank was merged with Krung Thai. But KTB 
otherwise is one of the worst performers, and full details of its 
rofit — or loss — last year have not been made public. In 
act, with little information available on the size of bad debts 
held among several mid-sized banks, or on the size of re- 
serves set aside for problem loans, accurate assessments of 
banks' competitiveness based on size of assets is not possible. 
In reported return on equity, however, the best performers 
last year were Bank of Ayudya, Union Bank, Siam Commer- 
cial Bank and Thai Farmers Bank. 

One of the more interesting trends in 1987 was the jump in 
the role of the 14 foreign banks, most with just one branch in 
Bangkok. Normally a small portion of the market, they 
showed a few of the larger local banks what efficiency and 
modern sales techniques can do in an over-liquid market. 
Much of the growth was attributed as well to the business 
handed to the two Japanese banks, Bank of Tokyo and Mit- 
sui Bank, by the increased investment and trade from Japan. 


C ompetitively, Bangkok Bank remained far ahead of the 
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Altogether the 14 foreign banks boosted their deposits to 
baht 19 billion, up 33.9% from 1986. This compares with - 
19.4% growth among the 15 Thai commercial banks. More 
importantly, the foreign banks boosted credits 5396, to baht 
39 billion, against a 22.3% rise among the local banks, This 
boosted their market share to 5.8%, up from 5.2% average in 
the preceding three years. 

The foreign banks, led by Citibank, Chase Manhattan and 
Hongkong and Shanghai Bank, aggressively pursued the re- 
tail and corporate markets with innovations that are slowly 
beginning to take root. Chase began auctioning short term 





negotiable notes late in 1987, following Citibank's 1986 | e 


opening. The main function of the notes has been to establish 
a benchmark for floating-rate lending, as in most cases 
cheaper money was available on the interbank market. The 
auctions, for 13-week and four-week notes for Citibank and 
Chase respectively, have proven fairly popular, though the 
amount outstanding in the market is only about baht 600 mil- 


lion. Both banks have drawn tender panels of about 20 in- | - 


stitutions. 


The success of such products has stimulated two more fi- | | 


nancial institutions into action: Thai Financial Syndicate 
(TFS), an aggressive finance company backed by 12 of the 
commercial banks, will begin auctioning its own eight-week: 
notes in several weeks, and the Industrial Finance Corp. of 
Thailand will begin pushing 16-week notes within a few - 
months, according to industry sources. : 

The demand for new products, new to the Thai market at.” 
least, has grown in the past year. In the past eight to nine 
months, some baht 3.5 billion in syndications to mostly pri- 
vate corporate borrowers has been undertaken. The borrow- 
ers are mostly established firms starting up new ventures. 

Bangkok Bank of Commerce and TFS have had the lion's 
share of leading these arrangements, mainly due to their 
strong ties with a large circle of banks. Backing them up have 
been Chase and the Hongkong and Shanghai Bank/Wardley 
combination. ; 

While the market is expected to develop well, if liquidity . 
does become very tight, both the interbank market and note 
auctions could dry up, leaving these forward-thinking lend- 
ers without a benchmarket. Given TBA’s interest rate cartel, 
the current interbank rate is unsatisfactory as a benchmark, 
The major commercial banks’ preference for this system, 
however, indicates that local banking traditions are dying 
slowly and that development of a solid money market will 
continue to be retarded. 
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Apparently concerned about this, the 
BoT had jockeyed mostly without suc- 
ess to force Sura to appoint other than 

his henchmen to LTB's board. 

- The BoT was successful only when 

.. Tamchai Khambato was suggested by 

‘Sura as president — Tamchai faces sev- . 
eral charges of mismanagement and 
misuse of funds stemming from his term: 

- at the helm of state-owned Krung Thai 

Bank (KTB), which is currently heavily 

- weighed down. by non-performing 

. debts. Some of the charges against 

Tamchai involve KTB loans to Sura, 

who owes the bank and its subsidiary fi- 

ce company about baht 3.9 billion 
8$156 million). Tamchai's nomina- 
n was rejected, but the battleover the 
jard of LTB ended only at the end of 
rch when Sura, his brother Gurdip, — 
another of his group abruptly re- - 
ed from the board. The end came 


; representatives. 


recent years. - 


only when the BoT, according to one 
senior bank source, *got something on 
Sura." No public accusations of wrong- 
doing have been made against Sura, but 
reportedly a new board will be formed 
-which will include finance ministry 


The BoT's success was costly. Its 
battle with Sura over what one official 
described as “something like a finance 
company” lasted six months, gave both 

-alot of bad press, and consumed an in- 
ordinate amount of the BoT's time, at a 
time when several other much larger in- 

:Stitutions, including Siam City. and 
KTB, were in need of intensive care. It 
also provided ammunition to the gov- 
ernment's critics, who attempt to politi- 
cise the finance establishment's man- 
agement of the system, which most out- 
siders agree has been very apolitical in 

















— Paul Handley 
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BANKING ‘88 _ 
INDIA 


Write it off, 
put it off, 
give it away 


By Lincoin Kaye in Bombay 


oliticians, at both the state and central levels, con- 
p tinued to behave in the last year as though they owned 

India's nationalised banking system. To buy votes in 
the countryside, the politicians staged wholesale giveaways 
of uncollateralised credit, postponed loan repayments or 
simply wrote-off sizeable amounts of bank credit. 

A year of unprecedented drought provided a handy ex- 
cuse for these extravaganzas, but the pattern of political 
meddling in bank portfolios has become routine. Bank offi- 
cers who protested were threatened with transfers to rob- 
bery-prone branches in the Punjab or Assam. The Reserve 
Bank of India (RBI, the central bank) could only fulminate 
on the sidelines. 

King of the loan melas (country fairs) was Minister of 
State for Finance Janardhan Poojary, 











can only have worsened since. Another Rs 47 billion worth of 
commercial loans to industrialists were also behind in pay- 
ments. 

Deposit growth slowed to 17% in 1986-87, two percentage 
points lower than the previous year. Aggregate deposits? 
stood at Rs 1.1 trillion in June 1987. The deceleration con- 
tinued into 1988, according to early indications, with overall 
growth slowing down to just 14%. Worst hit have been de- 
mand deposits, with an increase of just 2.1% since March, 
while time deposits grew at a rate of 16.7% , nearly two per- 
centage points lower than previously. 

Bank analysts attributed the slackening of demand de- 
posits to a diversion of funds into money market portfolio 
management — a practice which the RBI has cautioned 
against in recent circulars. As for time deposits, the lowering 
of interest rates in April 1987 seems to have spurred an 
exodus of depositors to life insurance schemes, chit funds and - 
post office accounts. 

“Blade companies” (fly-by-night savings associations of- ` 
fering interest rates as high as 3% a month) have siphoned off 
as much as Rs 70 billion from gullible investors, according to 
an estimate of M. U. Kini, executive director of the Union 
Bank of India, who chaired a government investigative com- 
mittee on private financial unincorporated bodies. 

Even with the slackening of deposit growth, however, 
banks still found themselves awash in nearly Rs 43 billion 
worth of liquidity towards the start of the year, according to 
industry estimates. About Rs 28 million of this was ac-. | 
counted for by the reduction in food credits. Much of the rest 
came from oversubscription of tax-spared public sector debt 





© who set a record by forcing 638 bank 
branches to disburse Rs 300 mil- 
lion (US$23.25 million) worth of cre- 
dit in less than three hours in De- 
cember. The beneficiaries, more than 
100,000 rural women, were truck- 
ed in from surrounding villages to 
‘a pane ground in Bangalore, capi- 

D of opposition-ruled Karnata- 


a. 
ss. Not that the opposition has been 
-entirely innocent of meddling with 
bank credit, either. No sooner did 
- Haryana Chief Minister Devi Lal un- 
seat his predecessor from the ruling 
Congress Party than he proceeded to 
write off Rs 2.3 billion of small and 
^j. marginal loans in fulfilment of a cam- 
paign promise. Drought, as usual, was 









Tiwari: repayments plan. 


issues and new mutual funds products 
] launched by the qu sector banks 
themselves. Hard-pressed to deploy 
these funds immediately, issuers of 
these instruments initially parked their 


vestments. 

Allegedly to mute the curd 
impact of these balances, the RB 
raised the banks' statutory liquidity re- 
quirement (SLR, the proportion of de- 
posits that must be held in government 
securities) by half a percentage point 
to 38% in December. As an anti-in- 
flationary measure, another increase 
in the cash reserve ratio would have 
been more in order as a follow-up to 


announced in October. 1 
Cynics suggested that the real: 
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cited. 
At an emergency drought-relief meeting of commercial 

bankers and RBI officials in September, Finance Minister 
N. D. Tiwari rejected the idea of adopting the Haryana write- 
-off approach nationwide. He did propose that bankers in 
` drought-hit areas be allowed to extend loan repayment 
periods by up to two years and grant further credit to needy 
defaulters on a case-by-case basis. Tiwari pleased bankers, at 
as by jettisoning Poojary in an early 1988 cabinet reshuf- 

e 


Despite the best efforts of politicians to push bank money 
out the door, the growth rate of bank credit decelerated in 
the 1986-87 banking year (through June, the latest year for 
which official aggregates have been released), growing by 

Rs 65 billion, or 11%, down a full percentage point from the 

a ins ear. But the slowdown was mainly due to a Rs 14.5 

illion fall in food credit as the government ran down its re- 

. serves for drought relief. Non-food credit grew by Rs 80 

POR or 15.7%. Total bank credit stood at Rs 637 bil- 
ion. 

How much of this will. prove recoverable, though, is a 

i moot point. Nearly Rs 200 billion of priority sector credit 

"| (scantily collateralised loans to farmers and small-scale in- 

[non remained outstanding in April 1987, and this figure 





reason for the SLR hike might been a 
covert funds-grab by government to cushion New Delhi's 
burgeoning deficit in the run up to the 1988-89 budget 
(presented on 29 February). Whatever the motive, the ef- 
fect of the measure proved marginal: at the time of the an- 
nouncement banks had already bought — for want of any 
better investment — more than the incremental Rs 450 bil- 
lion worth of government paper required under the new 
SLR. 

Crimped federal finances also forced the government to 
postpone its plans to beef up banks' capital bases to the tune 
of Rs 20 billion with a target of a funds-to-deposits ratio of 2.5 
or a funds-to-credit assets ratio of 4.5. But if New Delhi could 
do little on the capital side to improve the funds-to-credit 
ratio, it tried to make up for it on the assets side by relieving 
the banks of part of their lending portfolio. Bankers were less 
than enthusiastic, however, since the loans to be foregone 
were those of their blue chip corporate customers. 

Starting in April, corporate borrowers have been re- 
quired by the RBI to finance at least 25% of their sales and 
purchases with commercial bills, a relatively novel instru- 
ment for India. The next step will be development of an ac- 
tive primary and secondary market for commercial paper, ac- 
cording to S. Padmanabhan, ex-chairman of the Indian 
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money with the banksinshort-termin- | - 


the half-point rise (to 10%) the RBI à 
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Facilitating client financial needs in Bayerische Landesbank is present complex than it used to be, but we 
the right place at the right time is a in key world markets, including full- Bavarians have a reputation for 
major strength of Bayerische Landes- service branches in New York. reducing things to basics. And for 
bank, one of Germany's leading London, and Singapore as well as a client comfort. 
universal banks — rated AAA. wholly-owned subsidiary in Luxem- For a AAA banking partner, look to 

We have built a solid track record bourg. The world of finance is more Bayerische Landesbank 


for precision in wholesale banking 
ranging from long-term fixed-interest 
DM loans and Eurofinancings to 
customized trade financing packages 


and management of international P i; 
end sues Cur own ponds are y Bayerische Landesbank 


& Poor's and Moody's respectively. International Banking with Bavarian Drive and Friendliness 
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Global finance is moving in 
increasingly diverse directions. -~ 





g But one things getting simpler 
all the time. 


Where to turn. 





= As corporations have expanded 
r operations globally, the greater the range 
mplexity of their financial needs have 
i become. 
So much so that only 
a handful of financial institutions 
| can now offer anything like the full 
range of services that are required. 
Fewer still are able to deliver those 
vices through a financial services network 
that encompasses the globe. 
Thats why many of the 
: world's leading corporations and 
institutions have turned to Chase. 
— Because Chase is at 
‘home in almost every country where they do 
business. 
This means we are uniquely placed 
: to handle their cash flows and to assist them not 
only in every major Asian market, but in every 
i . major market around the world. 
| But just as important 
- as the depth and range of our 
services is the way in which Chase 
delivers them. 
In particular, there will always be 
-.times when a finance problem is beyond the 
scope of a commercial bank. 
And a purely investment banking 
approach may not be appropriate either. 
: But its Chase's unusually close- 


knit combination of both commercial and 
investment banking expertise that allows us t 


deliver the most appropriate financial solution; . 
the one that's right for you. a 


We also offer either directly, or 


through wholly-owned subsidiaries, all manner. 


of supporting financial services. 

From foreign excha ng 
management, market making, secur 
underwriting and trading to informatior 
delivered through Chase's advanced date 
networks. E : 

We can work with you on 


finance for even the largest scale projects. 

And we can give you advice and 
assistance on how best to hedge and m na 
your financial risks, or to obtain the me 
returns on your investable surpluse 

Chase's total global bankine 
capability integrates size. international netwo 
and highly specialised industry knowledge with 
the broadest range of commercial and 
investment banking products. 


It's what sets us apart from other 
major financial institutions. 
And it certainly simplifies your 


choice of where to turn. 


GLOBAL BANKINC 
For further information please contact your Chase Relationship Manager. ON CH, 3 S P 
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DKB. Japan's largest bank. 


International financial services? 

















. Wetalk t your language. 


We're talking Euro- yen capital market activities. And we're talking business 
IET Pesos ge n Japan. In fact, we're multilingual, capable of talking many of the languages 
g you speak, like currency and interest swap transactions. We’ re also quite 
fluent at making order-made financial plans for you. 
These talents grow out of over $313 billion in assets, making DKB th 
strongest funding base in Japan. We offer services that are ae 
integrated and completely comprehensive. That's how we got to be who we 
are. Not just by being friendly, but by talking your NE 
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Overseas Bank and a member of the official committee that 
has set the money market agenda. 

Such money markets are needed not only to ride out the 
coming deposit downturn, but also to redress the fundin 
mismatch between short-term financing and longer term 
bank deposits, banking sources explained. India's recently 
| instituted credit rating service (REVIEW, 12 Feb. '87) pro- 
vides a basis for more flexible pricing on the commercial 
- paper market, rather than the take-it-or-leave-it rates at 
which credit is offered by the regulated commercial banks. 
. |. And the growth of commercial credit in the bills market 
& would be less constrained than in the banking system, where 

|, bankers are left with barely 20% of their portfolios to allo- 
. cate commercially after meeting government-mandated so- 
¿ vial priorities. 
£i hé government will launch its own finance house by the 
end of May, with the RBI taking up much of its paid-up capi- 

tal of Rs 500 million. This represents a substantial comedown 

from the Rs 1.25 billion capitalisation initially envisaged for 
| the finance house, 80% of which was to have been taken up 
| by commercial banks — an indication, perhaps, of the bank- 
, ing fraternity's reservations about the bills 
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g | leasing to portfolio advisory services to credit cards. 
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Soon subsidiaries were proliferating for Mieten i 










from 
e Ir 
ternational Finance Corp. venture capital arm ofthe World 
Bank teamed up with Indian public sector banks in a couple 
of lease financing joint ventures. Third parties to each of - 
these ventures were Indian private sector finance companies. 
But Indian bankers grumble that the biggest winners in 
the RBJ’s continuing drive to securitise commercial credit 
will almost certainly be the foreign banks, whose profits have 
increased anywhere from two to five times as fast as their 
nationalised competitors in recent years. Freed of the bur- 
dens of social lending obligations and rural de OSit-garner- 
ing, the foreigners have long experience of bil discounting 
and money-market funding. 
Their higher degree of mechanisation and world-wide 
reach allow them to attract top-drawer corporate customers 
and overseas Indians with faster, slicker service. 'So far, for 










































instance, only the foreign banks have been able to offer the 
latest fad in retail banking, automatic teller machine 








* " F 
¿discounting scheme. Bankers’ fears are 


a misplaced, Padmanabhan feels: the blue- 
_ chip business they lose on the credit side, 
:. they can eventually recoup on the mer- 
» chant banking intermediation fees. He pre- 
; dicts factoring will be in full swing by year- 
" end. 
| To meet the challenges of an increas- 
* | ingly complex financial environment, pub- 

| lic sector banks have been hiving off a wide 
spectrum of subsidiaries in the past year. 
First to take the plunge was the State Bank 
of India (SBI), by far the biggest public sec- 
tor bank, which renamed its merchant 
banking division as SBI Capital Markets 
Ltd and launched additional subsidiaries for 
; mutual funds and housing finance. Others, 
such as Bank of Baroda and Canara Bank, 
promptly followed suit. 











Poojary: record-setter. 


innovation that reached India only in 1987. 
The RBI periodically makes token 
tures to appease domestic resentmento 
unfair advantages foreign banks enjoy. A 
call by central bankers last summer for ar. 
port on foreign banks' profits from 
speculating in Unit Trust of India units. 
raised hopes that the government might at 
last restrict their repatriation of gains from. 
non-banking business. ORS 
So far the only concrete measure taken. 
has been to oblige foreign banks to use th 
remittable profits, rather than their 
shore working funds, to rent or buy what- 
ever real estate they need in India. This has. 
hardly deterred foreign bankers from seek 
ing entry to the potentially lucrative In 
dian market. Applications continue to pile 
up for representative offices and full 
branches. 


































BANGLADESH 


By S. Kamaluddin in Dhaka 


he Bangladesh economy, which had shown steady, if 

I less than projected, growth in the first two years of the 
third five year plan period (July 1985-June 1990), was 
poised to achieve higher growth rates in fiscal 1987-88 after 
the government adopted structural adjustment measures in 


later in the year badly damaged the national economy. | 
. However, timely government measures under the agricul- | 
tural rehabilitation programme helped recover almost 1 mil- | 
lion tonnes of the 3.2 million tonnes of production lost in the 
flood-and the country's GDP is now expected to grow by 
about 2% instead of the 5.2% projected earlier. 
" Government monetary policy in the first two years of the 
third plan had succeeded in containing monetary expansion | 
and attaining relative price stability. This year too, the 
Bangladesh Bank (BB, central bank), in an apparent bidto | 
j mop up excess liquidity, raised banks' liquid assets require- 
ments to 2576 from 20% by increasing cash reserves from 596 | 
to 1076 from 29 October 1987. This additional 596 of the cash 
reserve was allowed a nominal 2.5% interest, later raised to 
*j 576 from March 1988. 
..— This measure, according to M. R. Khan, deputy governor 
of BB, proved successful. Commodity prices had begun to 

















| Harsh nature plays havoc with economy 





| stabilise around 11%. 


the national budget. But early drought followed by floods | 


| late any economic activity. However, he agreed that lack of 
| demand for funds existed because the economy had failed to 


| In fiscal 1987, net recovery of agricultural loans amounted to 
_ more than Taka 5 billion (US$166.7 million) after deducting 



























rise late in 1987 and by September it was believed that the in- 
flation rate, originally expected to exceed 1396, would 


The country's Islamic banks, which do business on the 
basis of profit and loss sharing and do not accept or give in- 
terest on deposits, were exempted from this cash reserve call. 

Khan told the REVIEW that there was no dearth of funds 
to meet any productive needs of the economy and to stimu- 





pick up in the wake of the floods, and after political 
turmoil. 

Agriculture represents half of Bangladesh's total GDP, so 
any major damage in this sector is reflected ra idly in the 
economy as rural purchasing power is affected. This has also 
affected the outstanding agriculture loan recovery campaign. 





the fresh loan disbursement amount. In other words, there -. 
was a net outflow of funds in the rural sector. In the current 
year, the trend has slightly changed. In the eight months i 

end-February 1988, total agricultural loans disbursed _ 
through the banking systam amounted to Taka 3.92 billion, 
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while loan recovery totalled Taka 3.66 billion. This year’s ag- 
ricultural loan disbursement target was set at Taka 10.5 bil- 
lion, which appears highly ambitious. 

According to Khan, the banking system was working 
satisfactorily. The central bank, says Khan, wanted the well- 
regulated banking institutions to act primarily to mobilise 
savings and channel them into productive sectors of the econ- 
omy. 

In the agriculture sector, Bangladesh Krishi (agriculture) 
Bank (BKB) was originally the main agency disbursing 
loans, but all the nationalised commercial banks were asked 
by the government to provide agricultural loans through 
their rural branches. Still, BKB accounted for half the total 
bank loans in this sector. Following a joint review by the 
World Bank and the government in 1982, it was decided to 
introduce a passbook system to disburse agricultural credits 
and this became effective in 1984-85. However, it slowed 
down the process of loan disbursement. 

Dr Shaokat Ali, managing director of BKB, said that out 
of 1.8 million loan recipients, about 1 million have already re- 
ceived the passbooks. Most of the rest were defaulters and 
arrangements were being made to issue passbooks to the 
other recipients by June this year. 

Ali said that the defaulters had not been debarred from 
getting passbooks, but they had to come to terms with the 
bank for repaying overdue amounts. A recent government 
order that no defaulting agriculture loan recipient could con- 
test the post of grassroot-level union council member or 
chairman had helped BKB recover Taka 300 million. The in- 
troduction of the passbook system has enabled the BKB to 
detect fraud cases and also to discipline the administration. 
BKB’s total outstanding dues are now a little over Taka 15.33 








Of the six new private sector banks, the International Fi- 
nance Investment and Credit Bank (IFICB) is probably 
based on the most solid foundation as it was established as an 
investment bank before becoming a fully licensed bank five 
years ago, Other private banks are likely to face problems if! 
BB enforces their deposit equity ratio of 6%. The IFICB, .. 
with deposits of Taka 3.65 billion, does not appear to have 
any problem, at least for the time being, in maintaining this 
ratio. 

IFICB managing director Fazlur Rahman told the 
REVIEW that lack of banking facilities for Bangladeshis living 
in the Middle East was hampering homeward-bound remit- 
tances from them. However, IFICB had established an ex- 
change company in Muscat with two branches to handle re- 
mittances. Efforts to start a MICHAEL RICHARDSON 
similar company in Kuwait 
had run afoul of Kuwaiti 
laws against foreign hold- 
ings in business ventures. 
Rahman said IFICB had 
established a joint venture 
banking institution in the 
Maldives, the Bank of Mal- 
dives, with 40% equity and |! 
a 10-year management con- |: 
tract. 

The restructuring of de- 
velopment financing in- 
stitutions in Bangladesh 
was completed by mid- 
1987 with Bangladesh 
Shilpa Bank's (BSB — 
Bangladesh Industrial 
Bank) paid up capital ris- 2 
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billion, or about half the total outstanding. 
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| slamic banking in Bangladesh, only 
@ a few years old, passed a severe test 
in 1987 when a large number of gar- 
ment projects in which it had invested 
heavily suffered badly from the imposi- 


However, after a year of crisis manage- 
ment, the situation now seems to have 
^.^ been largely overcome and the bank 
has been able to make a modest profit. 
In 1987, Islami Bank of Bangladesh 
Ltd (IBBL) acting managing director 
Azizul Huq told the REVIEW that the 
bank had attempted to consolidate its 
position. and. restrict. physical expan- 
sion. Only three new branches were 
opened in 1987. ‘ : 
The bank has financed a total of 67- 


their position. during the year, con- 
. stributing substantially to the bank's 










not finance any new project in 1987. 





_ The bank's new chairman, Commo- 
dere (retired) Ataur Rahman said that 
the bank would now try to begin some 
kind of development and- social- 
oriented investment. With this in 
mind, bank management would be try- 
ing to open some rural branches. The: 
z new management strategy would be to 





emphasise social justice causes, im- 





tion of a severe quota system by the US. 


| garment units, all of which improved - 


_ profitability. However, the bank did - 
fits 






"Maturing, if slowly 


provement of the rural economy and 
creation of more jobs in the villages by 
providing funds to small village-based 
entrepreneurs. 

Hug said that with increased fund 
utilisation (75-80% in 1987, compared 
to 65-70% in 1986) the bank had also 
increased profitability and provided an 
increased return to investors on the 
basis of profit and loss sharing. 

For normal savings depositors in 
1987, the annual rate of profit (interest 
rate in conventional banking terms) 
was given as 7.39%, while three-year 
deposits were quoted at 10.5595. The 
1986 figures were 7.29% and 10.41% 
respectively. 

Hug said that like any other private 


commercial bank, IBBL would soon- 


face the problem of meeting Ban- 


gladesh Bank (central bank) rules 


on the deposit-equity ratio. The bank's 
total deposits have already exceeded 


Taka 2.5 billion (US$80.6 million) and. 


it has maintained the ratio by not de- 
claring any dividends to shareholders. 
The bank's operational. expenses 


and income ratio also fell substantially. 


in 1987 to 30% from 40% in 1986. By 
December 1988, Huq believes, this 


ratio will fall to 25%. This may help the _ 
“bank provide up to 9% profit to savings . 





E^ 


of interest-free loans, Since no com- 


-bank would open a profit and loss shar- 


ples, which would help develop the Is- 





account holders and up to 13% to © 
three-year deposit holders. : s 
Another Islamic bank, Al Baraka 
Bank Bangladesh Ltd, became opera- 
tional in 1987 under the same Islamic 
principles. It is a joint venture com- 
pany sponsored by the Al Baraka 
Group of Saudi Arabia, Bangladeshi 
entrepreneurs and the Bangladesh 
Government with authorised capital of 
Taka 600 million and paid up capital of 
Taka 150 million, The Saudi Arabian 
group has 70% of the equity, with the -~ 
Bangladeshi sponsors holding 12.5%. - 
Another 12.5% will be offered for pub- 
lic subscription and the Bangladesh ©. 
Government has retained 5%. — 
With the start of the new Islamic : 
bank, a kind of Islamic money market 
has been created. In the past, when the 
IBBL needed to borrow funds from 
other banks, it had to do so on the basis 


mercial bank could provide do this, the 


ing account with the Islamic bank. 
However, IBBL several times provided - 
funds to other banks interest free. 
Banking sources said that some in- 
vestment companies and insurance 
companies were likely to be established 
in the near future on Islamic princi- - 





lamic money market on a firmer foot- 
ing. = —  -SyedKamaluddin 
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and authorised capital to Taka 2 billion. The bank also 
M for the first time a provision for accumulated bad 
Dts. 
The BSB has been fairly successful in consolidating its 
position despite a credit squeeze by the World Bank, Asian 
evelopment Bank (ADB) and KFW of West Germany be- 
cause of repayment problems. The ADB has agreed to begin 
the second phase of the technical programme for developing 
the bank’s institutional strengthening programme, which in- 
cludes training, computerisation and modernisation of ac- 
counts, and development of an efficient management infor- 
ien centre. The programme is expected to be operational 
y July. 

Bangladesh's foreign-exchange reserves in mid-March 
stood at an all-time high of 
US$855 million, appar- 
ently made possible be 
cause of increased remit- 
tances from Bangladeshis 
living abroad and the re- 
lease of US$115 million 
from the International 
Monetary Fund under its 
structural adjustment faci- 
lity programme. In the first 
eight months of the current 
fiscal year, remittances 
from — abroad totalled 
US$457 million compared 
to US$436 million in the 
same period last year. This 
year’s remittances are 
likely to exceed last 
year’s total of US$696 mil- 
lion. u 
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INDONESIA 


Steady as she — 
goes, says 
new governor 


By A Correspondent in Jakarta 


ew Bank Indonesia governor Andrianus Mooy was 
N one of the surprise choices in President Suharto's 
March cabinet reshuffle. Unlike his three predeces- 
sors, Mooy did not come from the banking establishment. 
However, immediately after assuming his post on 1 April, 
the 52-year-old Mooy tried to allay any uncertainties bankers 
may have had about his intentions. “The policy and manage- 
ment of the next five years will not deviate from the deregula- 
tory path started in 1983," he told a press conference. Im- 
plementation might differ in detail, but the objective re- 
mained, he said. Sate 
Mooy is no stranger to Indonesia’s monetary scene, buthe 
worked mainly behind the scenes in his previous post 
deputy chairman for monetary and fiscal affairs in Bappen 
the National Development Planning Board. That post madi 
him instrumental in the Bappenas-initiated move to counte 
currency speculation in May-June 1987 with a measure tha 
severely contracted the money supply and penalised banks. 
If this was any indication of the character of the ne 













































Branches : 


Bahrain, Osaka, Seoul, 
Singapore, Tokyo 









ASSETS 


Cash and due from Banks 

Loans and Advances to Banks and Customers 
Securities and Investments 

Fixed Assets 

Other Assets 





Total Assets 











LIABILITIES 


Demand and Time Deposits 

Certificates of Deposits and Floating Rate Notes 
Other Liabilities 

Subordinated Loans 

Reserves and retained Earnings 

Capital 





Total Liabilities 





CONTINGENT LIABILITIES 
TOTAL FOOTINGS 
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Main items of the Consolidated Balance Sheet as at December 31, 1987 








Affiliated Bank : : 
UBAF (Hong Kong) Limited- |. 


Representative Offices : 
Beirut, Cairo 
















French Francs 
2,209,697,000 


41,908,586,000 
2,011,549,000 


Equivalent US $ 


413,800,936 
7,848,049,813 
376,694,569- 
25,230,337 











134,730,000 















1,920,824,000 359,704,869 . 
48,185,386,000 9,023,480,524 .. 










French Francs Equivalent US$ | 


42,637 ,846,000 7,984,615,356 
1,430,502,000 267,884,269 
1,842,093,000 344,961,236 
1,037,562,000 194,300,000 

312,383,000 58,498,689 
925,000,000 173,220,974 








48,185,386,000 9,023,480,524 







11,499,306,000 
59,684,692,000 


2,153,428,090 
11,176,908,614 - 
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central bank leader, banks can expect Mooy to be tough. 

The Indonesian banking sector needs changes that could 
be initiated by the central bank. High interest rates and the 
virtual absence of a secondary market for bank-issued sec- 
urities are just two of the problems. Low economic growth 
rates in the past three years — less than 4% — have made it 
tough for banking business, and prospects for 1988 do not 
look bright. 

Corporate loans, which provide the bulk of lending ac- 
tivities for banks in Indonesia, have grown slowly during 
these recession years. Only the absence of an effective capital 
market spared them from seeing their business go down. 
Bank loans remain the largest external sources of financing 
for companies in Indonesia. 

Many banks, led by foreign institutions, have in recent 
years turned to retail banking, mainly catering for the grow- 
ing Indonesian middle class. This market, according to an 
executive of a US-based Jakarta bank, remains largely un- 
tapped and is a definite growth sector. Services such as hous- 
ing and car loans are less risky than corporate loans as they 
involve smaller sums of money, and are potentially large in 
volume and have a significantly lower default rate. Banking- 
sector statistics conceal inherent problems in the banking sys- 
tem. In calendar 1987, for example, the value of outstandin 
bank credits grew 25% to Rps 33 trillion (US$ 19.9 billion} 
and the amount of funds generated by banks from the public 
(rupiah and foreign currency time deposits, savings accounts 
sad others) grew 23% to Rps 29 trillion. 

The large increase in the amount of credit extended was 
mainly accounted for by the growth in Bank Indonesia liquid- 
ity credits through commercial banks. The government has 
been providing subsidised loan schemes such as investment 
and export credits, along with various programmes to help 
small and weak entrepreneurs. 

Mooy has already indicated that some of these schemes 
will be further promoted. The central bank’s two priorities 
for the next five years, he says, are Indonesia’s non-oil ex- 

orts and job creation. Some bankers interpreted this as an 
indication that interest rates might be lowered. 

The impressive growth last year in the amount of bank de- 
posits was achieved through high interest rates. The costly 
time deposits in turn are the primary rupiah fund sources for 
bank lending. An average 42% of these time deposits are for 
maturity of less than six months at any one time, making fund 
management difficult and forcing banks to operate on a wide 
margin — a 7% spread is the norm — between deposit and 
lending rates. 

It was not surprising therefore that when a pyramid struc- 
ture lending agency offering cheap and non-collateralised 








Bank of Tokyo, Jakarta: generally optimistic. — 




















Chase Manhattan dealer: loss in 1987. 


loans made national newspaper headlines in January, banks 
were the target of criticisms from the public. The chairman of 
the Yayasan Keluarga Adil Makmur (Foundation of Pros- 
perous and Just Family), Yusuf Ongkowijaya, became an 
overnight hero for the organisation's members — more than 
75,000 in less than eight months. In February, the foundation 
was closed down and Ongkowijaya charged with conducting 
an illegal banking puse Many businessmen took up the 
issue, saying that the popularity of the foundation reflected 
the banks' failure to cater to the public need for cheap and 
fast loans. The banks replied that any initiative to cut interest 
rates had to come from the central bank. 


problem that high interest rates pose to borrowers but 

they are not likely to be rushed into action. Moves 
primarily aimed at lowering interest rates early in 1987 by 
easing the liquidity situation backfired, first on the govern- 
ment and later on the banks. The increased money supply, as 
it turned out, was used for speculation which in turn fuelled 
rumours of a possible rupiah devaluation and led to a massive 
capital flight. 

The banks, as providers of the funds, were the target 
when the government suddenly contracted the money suppl 
and caught many banks, including the giant state banks, oath 
liquidity shortages. That, according to then Bank Indonesia 
governor Arifin Siregar, was a lesson for everyone to learn. 

The need to strengthen Indonesia’s balance of payments 
at present supercedes other government concerns — under- 
standably in view of its heavy foreign debts. This means that 
interest rates will be kept high to discourage capital flight. 
Officials have repeatedly ruled out what is seen as an alterna- 
tive, the imposition of foreign exchange controls. 

The banking sector has done comparably better than the 
rest of the economy during the recession of the past few 
years. Bank Negara Indonesia 1946 (BNI), the largest of the 
seven state banks, posted a pre-tax profit of Rps 106 billion in 
1987 on assets of Rps 11.854 trillion, up from Rps 63 billion in 
1986. The other six government banks also reported signifi- 
cantly higher earnings last year. The seven state banks com- 
bined have more than 75% of total assets of the banking com- 
munity, a similar ratio of bank credits extended, and about 
two-thirds of all deposits. 

The major private national banks also reported higher 
profits last year, doing better because the bulk of their busi- 
ness is concentrated on the trade sector where turnover is 
larger. The state banks and foreign banks, by comparison, 
extend loans more or less equally between the trade and 
manufacturing sectors. 

Leading the 67 private national banks was Bank Central 
Asia (end-December 1987 assets Rps 1.542 trillion) with a 


T he monetary authorities have shown concern about the 
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1987 pre-tax net profit of Rps 19 billion. The major private 

banks — notably Bank Central Asia, Bank Umum Nasional, 

Bank Niaga and Bank Duta — have expanded aggressively in 

oen years and consolidated their positions, moving up the 
st of banks in asset terms. 

Last year was also a good one, at least in terms of profits, 
for all but one of the 10 foreign banks and the one Japanese- 
Indonesian foreign venture bank operating in Indonesia. The 
largest, Citibank (end-December 1987 assets Rps 577 bil- 
lion) had a profit of Rps 13.6 billion. 

Bank of America NT & SA ees 1987 assets 
Rps 184.9 billion) turned a Rps 32 billion loss in 1986 toa pro- 
fit of Rps 7 billion, while Bangkok Bank Ltd (end-December 
1987 assets Rps 94 billion), the smallest of foreign banks, cut 
its losses to Rps 1.8 billion from Rps 4.8 billion the previous 
year. The only poor performer was Chase Manhattan Bank 
NA (end-December 1987 assets S 280 billion) which had a 
Rps 7.9 billion loss compared to a Rps 2 billion profit in 1986. 

Foreign banks continue to complain about restrictions on 
their operations — they are limited to within Jakarta and 
only one branch office. While they have been getting a more 
sympathetic response from the government, the extent of 
any change remains to be seen. 

Reports in March and April spoke of a new banking mea- 
sure related to deregulation, but in the face of strong opposi- 
tion from private national banks to iving greater freedom to 
foreign banks, the government is likely to compromise by 
giving the foreigners limited freedom to operate outside the 
capital. 

Some of the roles foreign banks played in the 1970s have 


SRI LANKA 


No clear motive 
for shooting 
of chairman 


By Manik de Silva in Colombo 


bout 2 p.m. on 1 March Dr Terrence Fernando, chair- 
A man of the state-owned People's Bank, which with 
the older state-owned Bank of Ceylon dominates Sri 
Lanka's commercial banking, was being driven back to work 
after lunch when at least three shots were fired at him, 
wounding him in the neck and shoulder. 

His driver, also slightly wounded, sped Fernando to hos- 
pital. Two months after the shooting there was no clearindica- 
tion of what motivated the attack, nor had any arrests been 
made. At the time of the attack, the state-owned banks were 
on a go-slow pushing a wage demand which Fernando in par- 
ticular had resisted. As a deputy governor of the central 
bank, Fernando had been picked by former finance minister 
Ronnie de Mel to head the People's Bank. It was an open se- 
cret that the unions did not like him. He had a reputation of 
being an official deeply concerned about the financial health 
of the bank and there had been more than one confrontation 
between him and the unions. 

Many questions were asked. Were the subversives, in- 
creasingly active in Colombo, who had made many VIPs 
their targets, responsible for the shooting? If so, would not 
an automatic weapon have been used rather than a revolver? 
Would the subversives have picked a gunman who would 
miss from such close range? Would the bank unions fighting a 
battle which they were confident of winning at least in part, 
engage in such an adventure? Was the attacker a disgruntled 
individual? Or would some defaulter on whom Fernando 
was tightening the screws have engaged a contract kill- 
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in recent years been taken over by the national banks, state 
or privately owned. The larger state banks, for example, 
have managed to wean the accounts of many large business 
groupe away from foreign banks. However, foreign banks 

ave been the training ground for some of the top executives 
now running the national banks, and the foreigners also pro- 
vide technology transfer and have pioneered new banking 
services. Generally, foreign banks remain optimistic about 
long-term prospects. “Basically we are still making money,” 
said one US bank executive. 

For four years, officials have been working on a new 
banking law to replace the existing law, introduced in 1967. 
The draft bill is expected to be presented to parliament later 
this year. More deregulatory moves are also widely ex- 
pected, as the last one that directly concerned the bankin 
sector came in 1983, barely four months after Siregar too 
charge of Bank Indonesia. Ironically, that move — which 
forced state banks to go out on their own — unleashed com- 
petition for deposits that led to the era of high interest rates. 

The 1983 move had led many bankers to believe that 
further banking deregulation was to be forthcoming, and 
they were disappointed to see ope turning conservative in 
his policies. The appointment of Mooy has revived their 
hopes that something will happen soon. Some banks will 
benefit from the 24 December deregulating package that af- 





fected the capital market, as the government has indicated 
that banks are expected to play a major part in the stock- 
market. o 


| Bank of Ceylon rural branch: new directions. 











er? The bank union was quick to condemn the attack. 

The government had trouble persuading any of the other 
directors of the bank to act as its chairman. Eventually Stan- 
ley Senanayake, a retired police inspector-general who was a 
People’s Bank director responsible for security, agreed to be 
locum tenens. Fernando himself was uncertain whether he 
wished to return to the People’s Bank or go back to his sub- 
stantive job in the central bank. The government made no 
move to force the issue. 

Despite a statement from President Junius Jayewardene 
that granting the bank unions' demands would drive the state 
banks into bankruptcy, the government eventually agreed to 
concede many of the demands. Rough estimates suggested 
that the new wage package would cost both the Bank of 
Ceylon and the People's Bank at least Rs 50 million (US$1.9 
million) each, absorbing most of their profits. Bank of 
Ceylon chairman Nimal Sandaratne, also seconded to 
the job from the central bank, said that one of the major 
challenges the two state banks would face this year would 
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be to stay viable despite the large salaries expenditure. 

Both the People's Bank and Bank of Ceylon have been 
carrying a heavy load on account of security. Some 10% of 
the Bank of Ceylon's staff were security personnel who cost 


y i jhe bank 876 of its total wages bill. The pon was no better 


at the People’s Bank, where of a total 9,000 employees, as 
many as 1,500 worked in security. Unlike the Bank of 
Ceylon, the People’s Bank operates a pawnbroking business 
countrywide which requires beefed-up security. According 
to a senior official, the bank paid a security guard as much as 
it paid a clerk and the security cost was prohibitively heavy. 

De Mel was keen to have a new banking act to regulate Sri 
Lankan banking, which had grown spectacularly since the in- 
cumbent United National Party’s economic liberalisation of 
1977 when there were just seven foreign banks in Colombo. 
Their number grew to 21, then dropped to 19 when the Bank 
of America withdrew and the business of Dubai Bank was ab- 
sorbed by Union Bank of the Middle East. De Mel, who ar- 
gued that some basic social control of banking and finance 
was necessary in a developing economy, justified the draft 
law with the remark that “unbridled private enterprise, par- 
ticularly in banking, is unacceptable.” 

Ironically, De Mel, having inspired the draft banking law, 
watched it shaped to his satisfaction and piloted it through 
the cabinet, was out of office before it could go to parliament. 
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ernment’s intentions: “The overall objective of this legisla- 
tion is the protection of the interests of all the participants of 
the banking industry." This, he said, would create“a reason- 
ably healthy, sound and competitive banking system which is 
relatively free to carry on its business, but suitable controls to 
ensure that such freedoms end where the country's interest 
begins." 

The government wants to ensure that the new law will en- 
able the financing of neglected sectors, and the bill provides 


for the monetary board to direct commercial bank advances | 
to particular sectors. Said Laksham Kannangara, senior | 
deputy governor at the central bank: “Such direction will, of. | 


course, be on a targeted basis. A bank will not be required 
forthwith to divert its advances to, for instance, the agricul- 
tural sector or the export sector. It will be asked to direct 
more of its lending to such priority sectors over time. T think 
this is one of the most important clauses of the bill; It enables 
the central bank to direct lending to the weaker sectorsof the 


economy. Of course, the central bank will take into account a 


commercial bank's capability to cater to these neglected sec- 
tors." URSUS 

Last year saw the launching of a new comme 
Sampath Bank, by a group of indigenous busin 
bank attracted investmen 
than 17,000 shareholders 
bly raised capital of Rs 17: 
chairman N. U. Jayawarder 
governor of the central ban 
Bank holds a distinctive 
commercial banks establis 
Lanka, in having at its. inceptio 
largest issued and paid-up capital andt 
broadest shareholding.” ce 


performance. Its share value doubled on 
the secondary market, and targets set for 


than eight months. More than 12,0 
counts, 67% of them. savings accou. 
were opened. Import business was d 
ble the target and advances were runn 
47% ahead of what the bank had hope 
to achieve. Jayawardena said he hope 
to raise the bank's capital to Rs 650 mil- 
lion by end-1988. : 

The Bank of Ceylon made an after- 


RODNEY TASKER 








De Mel angered MPs by saying that parliament was stale and 
did not attend the government parliamentary group meeting 
the day the bill was to go to parliament. MPs had the legisla- 
„tion put aside. De Mel resigned from the cabinet a few days 
‘later, The bill is still on the agenda and likely to be passed 
soon, 


is a requirement that banks maintain Rs 25 million of 

unimpaired capital, either paid-up or assigned. The 
banks are also required to enhance their capital structure 
with a reserve fund formed out of net profits before dividends 
are declared or profits transferred to corporate headquar- 
ters. The draft law provides for this fund to be expanded 
yearly by given amounts until the reserve fund equals the 
bank’s paid-up or assigned capital. 

The draft also provides for banks to maintain a liquid as- 
sets ratio and prohibits the payment of dividends or the trans- 
fer of profits abroad until all capitalised expenses, prelimi- 
nary expenses and expenses not represented by tangible as- 
sets are written off. The architects of the new banking law be- 
lieve that the minimum capital requirements, reserve fund, 
liquidity ratio and the divident/profit restriction are the four 
pilars on which a bank's financial stability rests. 


As the more important provisions in the draft bill 





Ataseminar on the new law, de Mel summarised the gov- 
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tax pon of Rs 
down from 1986’s Rs 109 million. The People’s Bank had 


an after-tax profit of Rs 61 million, the same as 1986. . 


Fernando was recently quoted as saying that the bank 
had to fight pressure from influential quarters to stop 
the people’s money flowing into “rivers of no return.” 
Fernando was happy that the bank had been able to recover 
60-70% of its agricultural loans, though recovery of fisheries 
loans remained poor. 

Two of the older non-government commercial banks also 
had a good year in 1987. The Commercial Bank of Ceylon 
had its highest profit since incorporation. “Our performance 
could be considered exceptional, as we operated under very 
trying conditions,” said chairman Victor Tennekoon. “It is 
pertinent to review the political and economic developments 
that took place during the year as these may have a significant 
bearing on the future performance of the banking sector.” 
Hatton National Bank, the other older private bank, saw 
gross income rise 5% to Rs 336 million and after-tax profit up 
12.6% to Rs 31 million. 

This year saw a new private bank, Seylan Trust, set up by 
the Ceylinco Group business. Ceylinco was the country’s 
leading local insurance company before insurance nationali- 
sation 25 years ago. The recent ending of the state insurance 
monopoly has seen this company’s re-entry into its old busi- 
ness. e oO 
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Sampath had reason to be proud ofits - 


the second year were exceeded in less 


8 million in 1987, - 
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At last, some 
| relief from 
the jitters 


5. | By Jose Galang in Manila 

ncreased credit demand that accompanied a 5.7% growth 
| in the Philippine economy in 1987 has injected some 
stability in the banking sector after years of uncertainties. 
Total assets of the 29 commercial banks in operation grew 
10.5% to 2274.56 billion (US$13.07 billion) in 1987, accord- 
ing to latest estimates by the Central Bank of the Philippines. 
Deposits increased 10% to P151.79 billion, while loans out- 

standing expanded 11% to P 109.8 billion. 

There was only one major bank closure in 1987, that of 
Manila Banking Corp. (Manilabank), compared to the wide- 
spread nervousness during the financial crisis of 1983-85 that 
saw massive withdrawals hurting a number of institutions. 


Manilabank, which had resources of P4.7 billion at the time 
of its closure in May 1987, 




















demand for currency by the public due to the uncertainties 
brought about by peace and order problems and the holding 
of national elections." A failed coup attempt on 28 August 
1987 by disgruntled military officers precipitated these jit- 
ters, which also caused a speculative attack on the peso. $ 


The sharp increase in the amount of assistance to financia u^ 


institutions also contributed to a rise in the level of net 
domestic assets, a component in controlling domestic de- 
mand, despite a massive decline in credit availments by the 
national government. This, along with the pesos released 
under the debt-to-equity conversion programme, also ex- 
panded M1 by 13.8% to 256.86 billion by year-end. 

In the coming months, as the demand for credit continues 
to grow in step with the expected continuation of the eco- 
nomic advance, there could be heightened debate over cer- 
tain policies that tend to keep local intermediation costs high. 
These policies include a requirement to maintain reserves on 
deposits, a tax on financial intermediaries’ gross receipts, 
and the required allocation of 25% of loanable funds to ag- 
ricultural projects or others related to the government’s agra- 
rian reform programme. Repeal of these requirements, ac- 
cording to bankers and businessmen, could lower lending 
rates that now hover around 20% and also free additional 
funds for bank lending. 

Commercial banks have been required since 1983 to de- 
posit with the central bank portions of their funds — 21% of 
short-term deposit instruments and 5% of long-term ones. 
The reserves scheme was introduced in 1983 during mop- 
ping-up operations by the monetary agency after a sharp in- 
crease in the financial sys- 





had run up overdrafts of 
P6.1 billion with the central 
bank which, according to 
monetary authorities, it 
could not pay. The bank is 
in receivership, but it has 
protested the central bank's 
move before the Supreme 
Court. 

Central bank governor 
Jose Fernandez attributes 
the 1987 results to "ac- 
commodative but cautious 
monetary — and credit 
policies," maintaining liqui- 
dity at levels necessary 
to sustain growth in the 
economy while preserving 
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tem’s liquidity. The central 
bank pays interest of 4% a 
year on these reserves. 

: Bankers are calling for a 
a reduction in the reserves 

t! ratios, but the central bank 
says there is a high level of 
liquidity in the system, 
especially after expansio- 
nary spending programmes 
by the government in 1986 
to induce job-creating ac- 
tivities. On the other hand, 
the gross receipts tax on 
banks and non-bank finan- 
cial intermediaries is de- 
cried as double taxation, 
given that these institu- 
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price and exchange-rate sta- | f pU tions already pay an- 
bility. In the coming | Trouble in 1984: more stable trends. other tax on their net in- 
months, no drastic shift comes. 





from this strategy is expected as the economy gears up for an 
investment-led growth following earlier recovery stimulated 
mainly by government pump-priming to induce consumption. 
Increased financing requirements for an expected surge in 
capital imports, with the capacity previously idled by the gen- 
eral economic slowdown now mostly on stream again, should 
enhance bank performance. Major loan syndications by local 
institutions may again be required by the market, following 
the expected conclusion shortly of a P 1.2 billion loan for ex- 





tem. 

However, the overall picture of stability could be decep- 
tive. Certain fundamental concerns remain. For instance, in 
the central bank's annual report for 1987, a statistical table 
showed that assistance to financial institutions in 1987 grew 
by 21% to P15.4 billion, of which 83% represented over- 
drafts incurred by banks. The level of assistance represented 

a big jump from a range of P12.7-13.7 billion a year in the 

aftermath of the 1983 financial crisis. At the height of that 
eu overdrafts incurred by banks never exceeded P10 bil- 
ion. 
| The central bank report did not specify any reason for the 
CDM | increased assistance, but it did mention an “unusually high 
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pansion of the metropolitan waterworks and sewerage sys- | 





Sull, central bank officials insist on the need for these 
policies, adding that the banks’ intermediation costs index 
actually declined in 1987. For instance, the required quota of 
25% of credits to agricultural projects could help offset the 
general reluctance of bankers to support farm projects, 
which have inherent high risks. Banks are allowed to invest 
these funds in government securities if they cannot find suffi- 
cient agricultural projects to finance. In 1987, commercial 
banks’ loans to agriculture, fisheries and forestry were 11.2% 
of total loans granted. 

The generally favourable business climate in 1987, despite 
political turmoil, helped most commercial banks show in- 
creased profits. The state-owned Philippine National Bank 
(PNB), still the biggest in terms of resources, made.a profit of 
£1.01 billion, reversing losses totalling P 10.79 billion in the 
previous two years. Among the leading private banks, Bank 
of the Philippine Islands made P303.1 million after tax, an 
increase of 23% on its 1986 profit, while Far East Bank and 
Trust made P380.9 million, up 22%. 

A PNB study also shows the extent of improvements in 
the commercial banks’ overall liquidity position. Liquid as- 
sets amounted to P102.4 billion, an increase of only 1.4% 
over 1986 owing to a 9.9% fallin bank investments. The drop 
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From the right vantage point, your vistas extend 
to even distant markets. Let's look them over together. 


The deeper your insights into a country 
and its economy, the better your prospects 
in international business. Take intelligence 
onoptimummodes of paymentand methods 
of financing, for instance. To support your 
foreign commitment successfully, your 
bank partner must be able to provide such 
information firsthand. l 

That's why DG BANK has steadily 
expanded its international network of 
branches and subsidiaries in major finan- 
cial centers. In addition, we maintain corre- 
spondent relations with some 3,000 banks 
worldwide. As a member of the UNICO 
Banking Group, DG BANK cooperates 





closely with six large West European banks. 

To its international presence, DG BANK 
adds a universal range of services: from 
foreign exchange cover to Euroloans, from 
export financing to bond issues, from 
investment counselling to assistance in 
entering new markets. Whatever your 
needs, our fast-action policy ensures that 
you rapidly get together with the right 
people and lose notime in analyzing all the 
risks and opportunities. 

Our presence in the Far East: 
DG BANK Hong Kong Branch, Hong Kong; 
DG CAPITAL Company Ltd, Hong Kong; 
DG BANK Singapore Branch, Singapore; 



























DG BANK - GZB (Asia) Ltd, Singapore; 
DG SECURITIES Tokyo Branch of DG BANK, 
Tokyo; DG BANK. Tokyo Representative 
Office, Tokyo; European-Asian Trade Ser 
vice Company Ltd, Tokyo; Rakyat First 
Merchant Bankers Berhad, Kuala Lumpur. 
- Further offices in: New York, Los Ange» 
les, Atlanta, Rio de Janeiro, London; 
Luxembourg, Zurich, Geneva, Budapest. 
Head Office: DG BANK Frankfurt, PO. 
Box 1006 51, D-6000 Frankfurt am Main 1, 
Telephone: (69) 7447-01, Telex: 412291, © 
Telefax: (69) 74 47-1685/1688. 





The broadly based Bank. 








ere the emphasis 
is on initiative 


Sumitomo's response is always decisive. 

As a major world bank, we stay atop local and 
international developments through a sophisticated global network 
Rapid access to the complete picture combines with proven 
international banking expertise to assure more 
opportune planning and response 
Resourceful innovations in Sumitomo's service further 
facilitate the’carrying of plans through to successful completion 
Sumitomo's capabilities make things happen 





SUMITOMO BANK 


3-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan 


Consolidated Data for The Sumitomo Bank, Limited and Subsidiaries For the fiscal year 
1987 (millions): Net Income...¥53,086 $364/Cash Dividends... 417,046 $117/Net Interest Income 
Y348,503 $2,389/Net Operating Income... Y131,910 $904/Income before Income Taxes and Securities Gains 
Y123,256 $845/Net Securities Gains... Y4,617 $32 Income before Income Taxes... Y127,873 $877 

Per common share 1987: Net Income... Y23.03 $0.16/Income before Income Taxes and Securities Gains 
Y53.47 $0.37/Stockholders' Equity at Year-End... 329.48 $2.26 At fiscal year-end 1987 (billions): 
Total Assets...¥39,568 $271/Deposits... Y28,437 $195/Loans and Bills Discounted... Y20,459 $140/ 
Securities...Y3,381 $23/Stockholders' Equity... Y767 $5/Stockholders of Record...24,471/Employees 
(Parent Bank)...16,610/Stock Price (Tokyo Stock Exchange, in yen)... Y3,660 
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The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo 


But that’s just one of the problems facing the 
anda 
Pand 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWE and the 
People’s Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes: construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth 


But WWF needs money — your money 


the WWF 





in investments was particularly pronounced among the four 
foreign bank branches operating in the country. Of the 
banks’ combined earning assets of P 147.25 billion (up 14.296 
from 1986), lending comprised nearly 79% (73% in 1986). 

Monetary and credit policies this year, according to Fer- 
nandez, will aim to provide positive rates to savers to 
mobilise savings and affordable lending rates to assure the 
flow of credit. Deremutacon, competition and market orien- 
tation will be favoured to increase the efficiency of financial 
intermediaries. The strategy to promote stability among 
financing institutions, possibly through mergers or consoli- 
dations, is also being pursued, though experts have express- 
ed opposition to it. 

Interest rates in 1987 showed general declines from 1986 
levels under relatively stable market conditions, reflecting 
the “accommodative” monetary policy and the single-digit 
inflation rate. Real interest rates declined but remained at 
positive levels. By end-1987, the average lending rate on sec- 
pe aoe was 16.31% while the average rate on savings was 
4.07%. 

The peso rate against the US dollar, on the other hand, 
was relatively steady during the first eight months of 1987. 
After the coup attempt in August, however, speculative 
yu pushed the peso's value down to a low for the year of 

20.877:US$1 in November, before climbing back to 


P20.80:USS1 at the end of the year. The rate fell again 
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in March 1988 to 
P21.05:US$1 owing to a 
volume of pesos created by 
the sales af Philippine debt 
paper under the govern- 
ment’s debt-to-equity con- 
version scheme. Č entral 
bank intervention in for- 
eign-exchange trading was 
evident after August. The 
central bank has been a net 
buyer of foreign exchange 
in the past few months. 

The government's desire 
to promote agriculture in its 
overall economic program- 
me is being pursued with 
parallel efforts in the fi- 
nance sector towards re- 
vitalising the country's rural 


banking sector. The sector Fernandez; Puyat: banking problems. 
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ruary sustained an earlier ruling by the Manila regional trial 
court that the bank's closure was "arbitrary and done in bad 
faith." The Court of Appeals also supported the injunction 
issued by the Manila court stopping the central bank from en- 
forcing the closure order against Manilabank. 

The Court of appease also agreed with Manilabank offi- 
cers’ charge that the bank's insolvency was caused or precipi- 
tated by the central bank itself and that Fernandez instigated 
a run against the bank. Until a month before its closure, 
Manilabank was headed by Vicente Puyat, an opposition 
candidate in the 1987 senate elections. 

In the case against Banco Filipino, however, the mone- 
tary authorities have gained an early upper hand. The Makati 
regional trial court recommended on 21 February that the 
Supreme Court uphold the monetary body's order for the 
closure and liquidation of Banco Filipino. The Makati court 
had been instructed by the Supreme Court, before which 
officers of the savings bank protested against the central 
bank’s closure order, to conduct hearings on the case and 
render a report. The Supreme Court is now expected to pro- 
ceed with its own action on the case. 

Banco Filipino was ordered closed in July 1984 after being 
unable to meet a rash of withdrawals fanned by unfavourable 
rumours about its financial position. The closure order came 
after central bank emer- 
gency: loans to the. sav- 
ings bank reached P3 bil- 
lion, against its deposit base 
of some P3.7 billion at the 
time. The Makati court ag- 
reed with the central bank's 
findings that Banco Filipino 
was insolvent, with total de- 
ficiencies to creditors esti- 
mated at P1.25 billion. 
Banco Filipino's problems 
were traced to huge clean 
loans, or loans secured 
by "worthless promissory 
notes," to related com- 
panies. 

The bank was controlled 
by the Aguirre family which 
also has interests in various 
property development pro- 








suffered heavy damage dur- 
ing the period of supervised credit schemes in the early 1980s 
for farm projects that, however, failed to provide for improv- 
ing productivity of small farmers. Loans extended under the 
programme had remained unpaid, hemming in most of the 
rural banks. There were 856 rural banks in 1987, compared to 
1,167 in 1981, and 80% of those operating continue to be in 
arrears with the central bank. 


programme for the sector to beef up the rural credit 

delivery system. The programme reschedules to 15 
years sb sc of the rural banks’ outstanding borrow- 
ings, including emergency financing granted outside the reg- 
ular supervised credit schemes. 

The central bank is also expected to be busy in the next 
few months with court cases involving its earlier closure or- 
ders against banks — particularly Manilabank and Banco 
Filipino Savings and Mortgage Bank. Officers of these banks 
had complained that the monetary officials themselves had 
caused the problems that led to their closure. 

Manilabank, placed in receivership in May 1987 after 
being deemed insolvent, is the biggest commercial bank so 
far to fall under Fernandez’ campaign. On the other hand, 
Banco Filipino was the country’s leading savings bank at its 
closure in July 1984. 

In the Manilabank case, the Court of Appeals on 11 Feb- 


M authorities have begun a rehabilitation 
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Jects, the most well-known 
of which is BF Homes, a residential project for middle-class 
families in southern Metro-Manila. Among other findings, 
the Makati trial court said that assets of some of these related 
companies granted large loans were still in pre-operating 
stages. 

anco Filipino officers had questioned the impartiality of 
the judge in the case, Manuel Cosico, who comes from a law 
firm one of whose partners is a brother of a member of the 
Monetary Board, the central bank's policy-making body that 
formalised the closure order, who is also accused in the case. 
Banco Filipino claimed total realisable assets of 26 billion at 
end-1984 as against total liabilities of 24.47 billion. 

These developments also coincide with moves in the legis- 
lature for the replacement of the central bank with a new 
independent central monetary authority. Among issues 
probed by the lawmakers are the central bank’s powers to 
close financial institutions, which Fernandez has used since 
he assumed the post in January 1984 to “strengthen the finan- 
cial system.” 

There are also persistent rumours of a possible change in 
the central bank leadership. Fernandez, one of the few hold- 
overs from the administration of deposed president Fer- 
dinand Marcos, is reported to be planning early retirement 
this year. Possible replacements are Edgardo Espiritu, now 
president of PNB, and Jesys Estanislao, chairman of the De- 
velopment Bank of the Philippines. 
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‘Awash in cash, 
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but the 
losses grow 


By Jonathan Moore in Taipei 


the foundation for a solid year for foreign banks in 
Taiwan in 1987, while domestic banks suffered losses 
due to foreign exchange holdings. 

The high liquidity of recent years has squeezed the state- 
owned domestic banks, with their inflexible, government- 
imposed deposit rates, and with deposits far exceeding loan 
demand pushing them into a difficult capitalisation situation. 
The cash glut has had deposit rates at historic 
lows since October 1986, with the three large 

overnment-controlled commercial banks — 

ua Nan, First Commercial and Chang Hwa 
— offering 3.5% for passbook savings ac- 
counts and 5% for one-year time deposits. A 
year ago the problem was so bad domestic 
banks were turning away large deposits. Offi- 
cial lending rates are 6.75%, but in practice 
loans are actually much cheaper, around 576. 

Meanwhile, foreign banks have been pro- 
fiting from the easy access to local currency 
and taking advantage of steady, central bank- 
regulated currency appreciation to make up 
for bad-loan losses suffered in the early 
1980s. 

The liquidity problem is the result of two 
years of rapid money supply growth which 
[o ak a year ago at over 5076 annual growth. 

aiwan's booming trade surplus was the cause 
of the growth in money supply, as exporters 
were required to exchange their export earn- 
ings for NT dollars. A second reason was the 
influx of hot money into the country as 
speculators rushed to take advantage of the 
rising NT dollar, which has appreciated some 
40% in the past 30 months, and 24.3% in 1987 
alone. 

Now Taiwan's trade surplus, which topped US$19 billion 
in 1987, has begun to shrink — it was down 47% in March 
from last year's level — resulting in slower money supply 
growth, down to 31% in February. And, a shorter-term fact- 
or, the recent stabilisation of the NT dollar, has added relief 
by causing some of the speculative funds to flow out. The im- 
pact may be seen in the fall in the nation's foreign exchange 
reserves from their peak of US$77 billion at the end of Janu- 
ary to US$74.8 billion. 

Tighter liquidity has pushed money market rates — the 
only indicator of rate trends in Taiwan banking that actually 
reflects a market influence — up to around 5.75% from 3.5% 
a year ago. Tighter money is expected to benefit no one in 
particular. Foreign banks will lose their formerly cheap local 
funding base, but since interbank lending constitutes a small 
part of local banks' revenues, they will not realize a corres- 
ponding benefit from tighter short-term lending. 

With loan earnings declining because of the highly liquid, 
inactive investment environment, and with deposit growth 
continuing to outstrip new loans, the three big commercial 
banks' losses last vear mounted. The banks are at a disadvan- 


H igh liquidity and rapid NT dollar appreciation were 





tage in seeking loans because of a bureaucratic attitude to- 





| wards taking loan risks. The capitalisation of the banks has 
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decreased as liabilities have grown, just when they are begin- 
ning to think about internationalising their operations. Each 
of the three banks has vod capital of only about NT$3 bil-, 


lion (US$105.3 million). 

Because of losses on foreign exchange holdings, the three 
commercial banks and the Bank of Taiwan were directed to 
declare their first losses ever, and to include the amount en- 
tirely in their 1987 fiscal year statements instead of being 
written down over the next five years. For the four banks, the 
total net losses were NT$2.67 billion. The foreign exchange 
liabilities of the Bank of Taiwan alone in 1987 were NT$4.66 
billion. 

Another result of tighter short-term liquidity is the loss 
of an opportunity, for banks and local companies, to take | 
advantage of the large spread in government paper and 
money market rates by raising money at 3.576 on the 
money market and buying government securities bringing 
596. 

But bankers say they do not expect the tighter cash situa- 
tion to remain for long. The NT dollar is expected to rise 
again later in the year — though not as much as before — 
which should moderate the current trend for outward capital 
flows. Also, bonds sold by the central bank last year to soak 
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up excess liquidity as exporters turned their surplus trade 
earnings into local currency and money supply soared are be- 
ginning to mature faster than new ones are being issued, and 
the result should be a return of liquidity to the banking sys- 
tem. 

“Now the situation seems to be tight, but money will begin 
to flow back into the system,” said Liang Kuo-shu, chairman 
of the Chang Hwa Commercial Bank. “It will not be so loose 
as last year, but there should be no major correction.” 

With foreign banks emphasising quality over quantity 
lending since the early 1980s when they over-extended them- 
selves in bad loans to the tune of US$600 million — some for- 
eign bankers. still grumble about “backwards” accounting 
practices in Taiwan — and with the extraordinary opportu- 
nity presented by rampant NT dollar appreciation, trade-re- 
lated and treasury side activities were keys in foreign banks’ 
largely profitable year. 

Taiwan's US$88 billion of trade last year provided a sound 
base for profitable banking business in the form of letters of i 
credit and pre-export and post-import loans. One bank said 
that its trade-related business, including foreign exchange 
deals, constituted 70% of its business last year. | 



















On 30 May, the central bank froze the amount of foreign 
borrowings banks could make and put limits on banks’ over- 
sold positions in foreign exchange. Until that time, exporters 
and manufacturers had been able to make healthy profits by 
porrowing US dollars and selling them on the spot market 
and then repaying in cheaper dollars. The 2% -a-month aver- 
age rise in the NT dollar would ensure a profit even though 
the US dollar interest rates were relatively higher. The natu- 
ral demand for such loans, which exporters used in particular 
to shield themselves from NT appreciation, had created a 
heavy and lucrative business for foreign banks before the 
borrowing limits were imposed. 

Banks also were benefiting from helping exporters hedge 
against currency appreciation on the forward currency ex- 
change markets. Since the central bank was deliberately aid- 
ing exporters by controlling the rate of NT dollar apprecia- 
tion, an exporter could contract with a bank to sell his foreign 
earnings to the bank 180 days later, at a fixed rate with a vir- 
tual guarantee the NT dollar would rise more than the for- 
ward rate over the same period. 

Banks used their own foreign borrowing to hedge against 
the risk created by the forward currency-buying. Thus, when 
the central bank capped banks’ foreign borrowings, as well as 
ceased to back the forward market — because it had become 











Exchange controls lifted: disappointing for bankers. 
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also continued to limit the ability of bankers to take advan- 
tage of the new foreign exchange regime. Commercial bank- 
ing licences, issued by the Ministry of Finance, do not allow 
the handling of outward investment. While a number of for- 
eign banks quietly sell mutual funds for investors, only two 
Dee brokerage representative offices — Jardine Fleming 
and Fidelity International — have acquired licences to legally 
"promote" offshore funds. In all cases the actual money 
transactions take place outside Taiwan. Foreign bankers 
hope this will soon change. 

"From our point of view the major change this year has 
been the attitude change of government policymakers," 
said an executive at a foreign bank. "Anything is possible 
now. ^ 
Foreign banks are still pressing to be allowed to widen 
their businesses to be able to absorb longer time and savings 
deposits and to engage in the local securities industry. Lifting 
deposit restrictions would help them more easily access local- 
currency funding, which is more of an issue now that inter- 
bank rates are increasing. This is especially so for the few for- 
eign banks which are pursuing private consumer banking, 
such as Citibank, which as the largest foreign bank in 
Taiwan, has led the way in seeking business 
in mortgages and car loans. 

Businessmen and bankers are also looking 
forward to new initiatives in investment 
a services, where foreign banks have 
particular expertise to benefit local industry's 
aspirations to grow in size, technology and in- 
ternational marketing power. 

The government in 1986 allowed some 
foreign banks to open second branches in 
Kaohsiung, but because of limiting criteria — 
they must have been in Taiwan for five years, 
for example — only three have so far done 
this: Citibank, Ranier Bank and the Dutch 
HBU Bank. 

But even as foreign banks are gain- 
ing ground in the battle for national treat- 
ment, legislators and businessmen are 
pressing the government to allow the bank- 
ing privileges of local institutions to ex- 
pand. They want new, private banks to be 
allowed to be set up, for example. A more 
likely bet for implementation in the near 
term is the allowing of trust departments 
for local banks. 

President Lee Teng-hui said on 7 April 
^| that one of the three provincial commercial 














too expensive — it also effectively shut down the forward 
market by removing their own risk-hedging tool. 

The policy all added up to a bonanza for foreign banks 
while it lasted, but was a major drain on the central bank 
which, said the chairman of a domestic bank, *was acting as 
Santa Claus, sending everybody gifts.” 


change controls, amounted to a big disappointment for 
bankers. The relaxation of strict outward controls to 
allow individuals and corporations to remit up to US$5 mil- 
lion a year was a widely hailed liberalisation that banks ex- 
pected would enable them to profit hugely on previously 
roscribed transactions. Banks geared for the new relaxation 
i promoting newly allowed foreign currency accounts and 
money market instruments. In the event, NT dollar apprecia- 
tion dampened investor interest in foreign currencies and 
kept money onshore. Meanwhile, the new rules actually 
tightened restrictions on inward remittances to allow only 
U$$50,000 a year per account, to keep inflationary pressures 
at a minimum. 
Meanwhile, regulatory barriers remained in place that 


T? financial event of the year, the lifting of foreign ex- 
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banks would be privatised. But provincial 
government and provincial assembly control of the banks 
represents a major vested-interest obstacle, and progress in 
liberating domestic banking from tight government regula- 
tion is not likely to be fast. 

Other innovations still in the planning stages are to have 
the central bank bring some of its huge foreign currency re- 
serves onshore to create a US dollar interbank call loan mar- 
ket in Taipei, and establishing more branches of local banks 
abroad. 

An added spur to authorities who would resist liberalisa- 
tion has been the rapid growth in the past year of Taiwan's 
underground economy. Unregulated businesses and finan- 
cial activity in Taiwan account for as much as 30% of the is- 
land's GNP by some estimates, and it has thrived in particu- 
lar in the last year as money supply pressure pushed savings 
into fringe investments like the black market lottery, 
tachiale, or happy lottery, and sent stock and real estate mar- 
kets soaring out of control. The growth of unregulated de- 
posit-taking companies which are believed to have as much 
as US$3 billion in possibly unsound investments has created 
worries among financial aythorities and economic analysts 
here of a potential crisis. 
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Low yields 
drive cash 
underground 


By Husain Haqqani in Islamabad 


akistan's nationalised commercial banks have been 
p unable to solve the problem of higher-than-desired 
liquidity which has cut their profit margins for the past 
three years. Strict credit ceilings enforced by the State Bank 
of Pakistan (the central bank) have forced the banks to cur- 
tail investment and buy government securities in excess of 
their reserve requirements. These securities yield 6-6.5% an- 
nually — below the average cost of servicing deposits, now 
around 9% . Banks are now discouraging long-term deposits, 
buying high-yield government bonds for their clients instead 
of maintaining deposits over an year’s duration. 
The lower yield on investments has resulted in falling 
rates of return for depositors, who are 
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panies, warning the public against the loss of their savings 
and claiming the companies would fold up after an initial 
boom. Legal action was also initiated against several such op- 
erations, which circumvented the law by offering a "partner-. 
ship in business" instead of asking for deposits. The success 
of the unlawful finance companies demonstrated the need for 
banking reform. 

Since the nationalisation of banks in 1974, efficiency of 
Pakistani banks has declined and the banks offer a much 
smaller range of services than should be the case in a growing 
economy. The lower rate of return on savings is discouraging 
depositors, who are looking for more profitable avenues for 
their money. Compared with a rise in bank deposits of Rs 
29.6 billion (US$1.7 billion) in 1985-86, commercial banks 
reported an increase in deposits of Rs 25.3 billion in 1986-87. 

Availability of bank credit has also become very limited, 
forcing small businessmen to look for funds through the un- 
derground financial market. A recent World Bank study 
pointed out that concentration of credit has increased pro- 
gressively since nationalisation. In 1974, 191 borrowers (0.596 
of total account holders) accounted for 30% of all bank loans 
while in 1978, the same percentage of account holders re- 
ceived 39% of credit. But by March 1987, 1,498 clients 
(0.14% of the total) tied up 42.2% of all money lent by the 
banks. 

Most of the banks' borrowers use their political influence 
to delay or refuse repayment, raising bad debts to alarming 
proportions. Until 1987 the banks were reluctant to make 
sufficient provision in their balance- 





not paid a fixed rate of interest under 
the country's profit and loss sharing 
ZLS) principle of Islamic banking. Pro- 
its paid to PLS account holders used to 
be much higher than the interest rate 
when the system coexisted with interest- 
oening deposits in the early 1980s. But 
since the switch to Islamic banking was 
completed in 1985, foreign banks 
operating in Pakistan have beaten their 
Pakistani counterparts in offering 
higher rates of returns on PLS deposits. 

Compared with profits on PLS sav- 
ings accounts ranging from 6.5-7.3% 
announced by Pakistani banks in De- 
cember 1986, the rate of return offered 
at the end of 1987 was 6-6.8%. The 
higher rates were offered by the two 
largest banks, Habib Bank and National 
Bank of Pakistan. Muslim Commercial 
Bank, United Bank and Allied Bank of- 





Minister Haq: bank weaknesses. 


sheets for bad debts and only Rs 1.2 bil- 
lion were written off between 1974-86. 
But officials now acknowledge that the 
actual non-performing assets of the 
banks are several times that figure and 
could be in the region of Rs 660 million 
annually. 

The government is under pressure in 
parliament to amend banking laws, mak- 
ing it possible for MPs to question banks’ 
lending policies, especially in relation to 
bad loans given to influential borrowers. 
The chairman of the Pakistan Banking 
Council — the umbrella body of the five 
nationalised banks — has also pointed 
out the need to improve law enforce- 
ment against loan defaulters. 

The proportion of unpaid loans has 
increased since the Islamisation of 
banking as borrowers take advantage of 
the fact that banks cannot charge in- 





fered the lowest rates of return. This 
compared with foreign banks’ offerings of 7.1-9.6% this year 
and 7.3-9.5% last year. 

Although the foreign banks also complain of credit ceiling 
restrictions, their ability to declare higher profits is ac- 
counted for mainly by their lower deposit base. Some foreign 
banks have also taken advantage of the State Bank's conces- 
sion — not available to Pakistani banks — to lend in excess of 
the credit ceiling in return for foreign exchange brought into 
the country. 

The State Bank justifies its credit controls as an anti-infla- 
tion measure, but this argument is now losing its appeal as 
government borrowing is contributing more to money supply 
than might have resulted from less restricted bank credit. 
After years of relative price stability, the official consumer 
price index rose by 6.4% in 1987, confirming the banks’ view 
that their offered return on savings had fallen below the rate 
of inflation. 

The failure of the banks to offer sufficiently high returns 
has resulted in the growth of an underground finance market. 
Unlawful private finance companies have diverted funds 
away from the banking system by offering unusually high 
profit rates, sometimes reachingg!00% annually. The gov- 


ernment launched a media blitz against these finance com- 





terest in case of delayed repayment. 
Special courts which were to ensure recovery of loans under 
Islamic banking have not been effectively established, mak- 
ing the banks’ task even more difficult. 

The government has slowly started acknowledging the 
financial sector’s problems. Minister for Planning Dr 
Mahbubul Haq recently listed major weaknesses of Pakistani 
banks, including an increase in the number of inactive bank 
branches (especially in rural areas), which has raised costs 
and lowered profitability; nepotism and inefficiency in lend- 
ing which has soured banks’ investments, and disparity be- 
tween profit rates under PLS. 

Despite the limitations, Pakistani banks’ cumulative pro- 
fits rose last year by a modest 7.2% to Rs 1.7 billion. Habib 
Bank’s net profit rose from Rs 878.3 million in 1986 to Rs 
896.4 million. 

The government is now moving ahead with its four-year- 
old promise of introducing private banking, which it says 
would improve the nationalised banks’ performance through 
competition. 

As a first step towards opening banking to the private sec- 
tor, rules have been announced for licensing of finance com- 
panies and applications for licences from 42 business houses 
are now being processed. u 
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Kiwis begin to 
pick up 
the pieces 


By Colin James in Wellington 

dee rock sits outside the headquarters of New Zea- 

and's biggest bank, the Bank of New Zealand (BNZ) 

in Wellington. It takes some time to identify it as a 

rock, for it is made of wire mesh and resembles a computer- 

generated drawing, all lines and none of the solidity one ex- 

pects of a statue. Ironically, it symbolises public suspicion of 

the state of banking after the stockmarket crash — a rock 
still, but without the solidity the public expects of banks. 

The boom that followed deregulation of the New Zealand 

financial sector in 1984-85, coupled with a sus- 





ing institutions did begin to lower lending rates for housing — 
from around 20% to 17-18%. 

They also became a great deal more conservative in their 

corporate lending, concentrating on only the most secure 
rojects to improve their portfolios. Investment and other 
ess-secure companies found they could not refinance loan 
or trade Ai their post-crash difficulties. As a result, a 
number collapsed. 

It would be wrong to infer from that a return to stability. 
Banking remains in flux as eight new banks licensed under a 
new, relaxed regime try to find their place, jostled by a 
number of publicly owned banks looking for a new role in a 
competitive environment. 

So far the new banks, seven of them foreign, have made 
little impact at the retail level. Only one, National Australia 
Bank, has set about establishing a full retail network, having 
bought the high street finance company, Broadbank, as its 
vehicle. Others have moved more cautiously. 

They come from a variety of directions. One, Coun- 
trywide, is a building society — an institution originally dedi- 
cated to housing finance, but with a high street retail pre- 
sence. It has teamed up with the Bank of Scotland. Another, 
NZI Bank, is an offshoot of NZI Corp., which grew out of 
New Zealand Insurance — its retail arm is being formed out 
of the former high street finance company, Marac. Other in- 





tained property boom, fed into an almost unre- 
gulated stockmarket. Highly-leveraged com- 
panies were able to “float a brick in the bath,” as 
critics among the more traditional companies 

ut it. An office building development could be 
ounded on little more than the sentiment that 
office buildings made money. 

In that environment, some of the more staid 
layers in what used to be a cosy, cartelised 
anking industry chased some dubious business 

to build market share. One merchant banker 
notes, with some satisfaction, that repeatedly 
when his company turned down a project, often 
one of the major banks picked it up. 

The finger was pointed most accusingly at 
BNZ, state-owned bastion of conservatism until 
deregulation, handler of 40% of what used to be 
called the trading bank (clearing bank) business. 
The finger was wagged vigorously when BNZ 
had to bail out Bruce Judge’s Judge Corp. in 
November. Rumours in the markets even 
suggested that BNZ itself might be in serious 
trouble. 

But BNZ shrugged off the rumours with a re- 
port to the stock exchange in February claiming 
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| Kiwi fruit harvest: new role for Rural Bank. 





that its losses as a result of the crash were rela- 
tively light and that even after providing for doubtful debts, it 
was still on target for its projected after-tax profit of NZ$175 
million (US$115 million). The share price has reflected in- 
vestor acceptance of that: shares equivalent to 30% of BNZ's 
capital which were issued publicly in April 1987 at NZ$1.75 
were trading around NZ$1.55 in mid-April 1988, after drop- 
ping just below NZ$1 after the crash. 

Suspicion lingered that the banks were subsidising losses 
in the corporate market with higher than necessary interest 
charges to retail customers. Revenue Minister Trevor de 
Cleene complained in February that rates charged to captive 
small customers were far higher than the inflation rate jus- 
tified — at the time up to 30% interest on overdrafts, with in- 
flation around 9%. Retail rates were also well above the 
wholesale rate — 90-day commercial bills were then 16-17% 
(now 15-16%). 

The banks bitterly disputed de Cleene's accusation, 
claiming that uncertainty over future inflation and over the 
Reserve Bank's response to any drop in retail rates (that it 
might tighten money supply and force rates up again, as it 
had done in the past), coupled with fluctuating call rates, was 
keeping banks cautious. Nevertheless, banks and other lend- 








surance companies, notably AMP and CML of Australia, are 
taking the same route. Still others, notably Citicorp and In- 
doSuez, are remaining essentially merchant banks. 

Then there is a clutch of state or publicly owned institu- 
tions each looking for a place: PostBank (formerly the Post 
Office Savings Bank), DFC Ltd, a merchant bank that was 
formerly a lender of last resort of venture capital, the Rural 
Banking and Finance Corp., originally a concessional lender 
to farmers, and Trustbank, a grouping of regional non-profit 
trustee savings banks. 


would have given DFC a strong retail arm and Trust- 
bank access to commercial lending expertise. But that 
was set aside when the government announced its intention 
to sell DFC as part of a programme of state asset sales to re- 
duce official debt. Tenders from a range of bidders are now 
before the treasury and an early decision is expected — 
though informed sources in Wellington suggest that none 
meet the government's criteria. 
PostBank was essentially a banking agency for small de- 
positors in a sparsely-populated country. As part of the Post 


T 5 and DFC agreed to merge in 1987, which 
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` Office, it was easily accessible. It flourished in the days of low 
and controlled interest rates, but rapidly lost market share 

- from the 1970s as the market became more diverse and con- 
trols were progressively removed. At its incorporation as a 
stand-alone bank on 1 April 1987, it had NZ$800 million in 
3% savings accounts. It is now aggressively seeking market 
share in the commercial sector, frequently undercutting 
more established institutions. 

The Rural Bank is in much the same position, having been 
forced out of the role of a concessional lender to farmers into 
a commercial role. It is attempting to widen its base and is ag- 
gressively competing for business. All of this adds up to tur- 
moil and uncertainty. In the tougher post-crash environ- 
ment, it is likely that some banks will find it hard to stay in 
business. 

It has also forced a widening of the clearing system. Previ- 
ously this was held tightly by the then four trading banks 
through the processing subsidiary, Databank. A new clear- 
ing house has been set up to provide clearing services to the 
new banks, three of which have now joined. 

Technological development has been rapid. Electronic 
funds transfer at point of sale (EFTPOS) has grown dramati- 
cally in two years — from 13,500 transactions a week worth 
NZ ,000 in April 1986 to 125,000 transactions a week 
worth NZ$3.6 million in April 1988. The sales are mainly in 








petrol stations, but increasingly in liquor stores, restaurants, 
supermarkets, chemists and clothiers. 

Credit cards have been added into the seon, bringing a 
total of 2.3 million cards capable of using EFTPOS in a popu- 
lation of 3.3 million. As a society that has one of the - ovid 
usages of cheques in the world and took enthusiastically to 
credit cards in the 1970s and then to automatic teller 
machines in the 1980s, New Zealand looks set to take equally 
enthusiastically to EFTPOS. Cash-handling fees imposed by 
banks on retailers have added to the impetus. 

That has prompted the government to develop with the 
card issuers a code setting a maximum NZ$50 liability on 
cardholders for misuse of the cards by others (except when 
cardholders are negligent), a 24-hour facility for reporting 
the loss of cards and independent arbitration of disputes. The 
two EFTPOS systems, one run by the four main banks, and 
the other by Trustbank, have agreed to merge. 

Another innovation during the year was a version of the 
smart card, Asset, set up by retailer L. D. Nathan with mer- 
chant banker Fay Richwhite, and linked with Mastercard. 
The card has a magnetic strip for transactions, and a chip for 
tracking the state of the account. oO 
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NEPAL 


Banking base 
for rural 
improvements 


By Kedar Man Singh in Kathmandu 


n an apparent bid to achieve the 12-year economic goal 
| of basic needs for Nepal’s 24.6 million people by the 
turn of the century, Marich Man Singh Shrestha’s govern- 
ment is preparing to start “lead bank” schemes in 21 districts 
in the far northeast and northwest. Under the 12-year eco- 
nomic strategy, the Shrestha government has pledged to pro- 
vide shelter, clothing, education, health services and security 
to improve Nepalese living standards. 

The goal is expected to be achieved through the disburse- 
ment of loans to the estimated 42.3% of rural 
people living below the poverty line. The gov- 
ernment has decided to assign three banks — 
pe Bank Ltd, Nepal Rastriya Banijya Bank 
(NRBB, national commercial bank) and Ag- 
riculture Development Bank — to function as 
lead banks in rural areas to promote basic cot- 
tage industries through the disbursement of loans 
which, it is hoped, will generate employment. 

Explaining the need to create this system, 
apart from the usual functioning of bank 
branches in rural areas, an official Nepalese 
Ministry of Finance source told the REVIEW that 
hitherto more than 90% of bank loans had gone 
to a few big industrial firms and business houses. 
The source also said that of the Rs 12 billion 
(US$545.45 million) total deposits of all the 
commercial banks (including Nepal Arab Bank, 
Nepal Indo-Suez and Nepal Grindlays Bank), 
hardly 5% of total loans were disbursed to the 
rural poor. 

The Nepal Rastra Bank (central bank) has 
made it mandatory for the commercial banks to 
invest at least 8% of total loans and advances in 
the priority sectors, but the banks, including the 
foreign collaboration banks, have failed to in- 
vest more than 5%. Economic analysts say that 

these banks are cautious about lending money to the rural 
poor for fear of the loans becoming bad debts, but are willing 
to lend to big industrial and commercial houses. 

Bankers blame the Nepal Industrial Development Corp. 
(NIDC, a government-controlled financial institution for in- 
dustrial and tourism development) for not having introduced 
refinancing funds. Other entrepreneurs have also criticised 
the NIDC for having funnelled the lion’s share of its financial 
resources to a select group of hoteliers, industrialists and 
others, regardless of parties interested in the production of 
consumer goods. 

Meanwhile, the State Bank of India has proposed opening 
for business in Nepal in collaboration with Nepalese banks. 
Nepal Bank, Nepal Oil Corp. and private shareholders 
would invest 50% of the Rs 30 million paid-up capital. How- 
ever, the Nepalese Government has not yet issued the letter 
of intent. The public hopes that the venture would help 
mobilise funds for rural agriculture and cottage industrial de- 
velopment. Some policymakers, however, fear that the move 
would adversely affect the working of Nepal Bank and 
NRBB. 

Private entrepreneurs gand foreign bankers say that 
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Nepal's double taxation policy has discouraged them from in- 
vesting in the public limited sector. Public corporations and 
banks pay taxes of 45-50%, then shareholders pay further 
taxes on dividends. Finance wr eae) sources say the gov- 
ernment is contemplating amending this policy in fiscal 1988- 
89. 

Because of the efficient services introduced by the 
three foreign collaboration bankers, the big business 
houses have been banking with them and the public-con- 
trolled banks like Nepal Bank and NRBB facing diminishing 
returns. 

Two leading bankers, Punya Keshari Upadhyaya, general 
manager of NRBB and Ananda Bhakta Rajbhandari, gen- 
eral manager of Nepal Bank, were charged by the Anti-Cor- 
ruption Department and the Commission for the Prevention 
of Abuse of Authority (CPAA) respectively for alleged ne- 
gligence which caused heavy losses. Upadhyaya was ulti- 
mately released and sacked, while Rajbhandari and two 
other bankers have been suspended pending an investigation 
by the CPAA. 

Bankers maintain that the central bank should have 
amended the legal provisions for doubtful loans, so that if 














anything went wrong the executives would not have to 
face the consequences alone. They pointed out that exist- 
ing legal provisions on doubtful loans were weak and in- 
adequate. 

Economically, the past year has been satisfactory, with 
GNP rising 5.5-6% against the previous year’s 2.3% growth. 
Food grain production rose by more than 12% . Government 
deficit financing was reduced during the year with the gov- 
ernment’s successful implementation of the structural adjust- 
ment programme (SAP) with the US$65 million structural 
adjustment loan and structural adjustment fund advanced by 
the World Bank and the International Monetary Fund re- 
spectively. 

Under the SAP, new fiscal and industrial policies have 
been introduced, making available loan facilities for the ex- 
pore of woollen carpets and ready-made garments. This 

elped to earn US$ 245.2 million in five months. During the 
same period, commercial bank loans to different sectors in- 
cluding the government were controlled and amounted to 
only Rs 1.136 billion, a rise of 12.08%. Official sources say 
that national prices rose 2.7% , compared with 1.55% in the 
previous five-month period. — ẹ o 














SINGAPORE 


Black Monday 


` 

By Ellen Salem 
fter a dismal performance in 1986, Singapoa finan- 
A cial sector rebounded last year. The broad based 
growth of the economy in 1987 — which grew by 8.8% 


over 1986 — provided a stimulus to the financial sector, 
which grew by 10.1% . This is a far cry from the 3.5% growth 
the sector recorded in 1986. 

According to the Economic Survey of Singapore, growth 
in the financial sector primarily was due to a resurgence of 
domestic loan demand, the strength of the offshore banking 
market and increased treasury activities. Overall, commer- 
cial banks, finance companies and the Asian dollar market 
registered the most substantial growth, while the merchant 
banks’ performance was mixed. 

The commercial banks took the lead in terms of overall 
performance. Total bank loans to non-bank customers went 
up about 6% to approximately $$38 billion (US$19 billion). 
About half of the increase was due to the sharp rise in lending 
to the manufacturing sector. At the same time, loans to the 
building and construction sector continued to weaken, a re- 
flection of the continued contraction of that sector. How- 
ever, housing loans grew a substantial 37% . 

Loans to individuals also grew by 5.7% , due in part to the 
surge in stockmarket activity before Black Monday in Oc- 
tober. While loans to other financial institutions showed an 
increase, borrowing by stockbroking firms was markedly 
down later in the year. 

On the liability side, higher personal incomes and better 
corporate profitability had a positive effect as well. Deposits 
in commercial banks went up 18.8% compared to a growth of 
6.5% in 1986. Fixed deposits grew by 19.3%, after falling by 
1.8% the previous year. Although savings deposits grew 
1496, this was a slower rate than in the two previous years: 
24% in 1986 and 23% in 1985. 

Renewed consumer confidence was reflected in the per- 
formance of the finance companies as well. Most notable was 
the increase in hire-purchase financing, which grew by 34% , 
compared with a 28% drop in 1986. However, finance com- 
pany housing loans grew by only 7% , probably reflecting stiff 
competition from the commercial banks. 

The year was not a particularly good one for merchant 
banks, however. Slower growth of offshore activities — 
which constitute about 80% of their total activity — resulted 
in a mere 2.2% growth in merchant banks’ consolidated as- 
sets/liabilities. This followed growth of 12% in 1986. 
Nonetheless, the domestic operations and off-balance-sheet 
underwriting activities of merchant banks registered strong 
growth during the year. 

Despite the stagnation of Asian Currency Unit activities 
— banks are not allowed to lend offshore in Singapore dol- 
lars — of the merchant banks, the Asian dollar market ac- 
tivities of the banks as a whole continued to grow, showing an 
increase of 22% in 1987 while the size of the market reached 
US$245 billion at year-end. 

According to the Economic Survey of Singapore, growth 
of the market was buoyed by lending to non-residents and to 
banks outside Singapore. Loans to non-resident, non-bank cus- 
tomers grew by 45.6% over 1986. Although gross lending to 
banks contributed almost two-thirds of the jump in total assets, 
that growth itself moderated from 52% in 1986 to 26% in 1987. 

The overall strong performance of the banking sector was 
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reflected in the results from the Big Four local banks — De- 
velopment Bank of Singapore (DBS), Oversea-Chinese 
Banking €orp. (OCBC), United Overseas Bank (UOB) and 
Overseas Union Bank (OUB). With the exception of UOB 
which saw a decline in after-tax group net profit of 4.4776, 
the other three chalked up double digit net profits. Nonethe- 
less, Black Monday took a toll on two of the four. 

The DBS group was the most profitable of the four in ab- 
solute dollar terms, with net profit attributable to members 
(but before extraordinary items) of $$154.84 million, a rise of 
24.596 over 1986. The UOB made the biggest percentage in- 
crease in profits, with group net profit rising by 31.49% over 
1986. However, its performance was adversely affected by 
the October crash. When the bank recorded a rise of 64.596 
in interim net profit, analysts 


had forecast an all-time high Wah Bànk — were offering 
for the group. But losses suf- E Ped MONS 1664.87 interest rates for first time 


fered in the crash forced the 
group to make provisions for 
loans and investments. The 
result: growth of only 0.1% 
in net profit for the second 
half of the year. 
Hardest hit by the crash 
was OUB, which saw a de- 
_ Cline in net profit of 4.47%. 
The group turned in a net 


profit of S$27.5 million for — o  BBMEUUS 
the first six months of the | mee | 1984 | 1985 | 1986 


year, but saw profits drop 
sharply in the second half to 
S$6.67 million. 

On the other hand, 
OCBC was not adversely af- 
fected by the crash. Accord- 
ing to the bank, the group 
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SOUTH KOREA 


Heavy hand on the financial helm 


By Mark Clifford in Seoul 


outh Koreans used to say that politics and banking were 
S the only areas still stuck in the Stone Age as their coun- 
try hurtled along the path of development. Now that 
the nation has embraced political reform, many wonder how 
much longer the financial system will be mired in prehistory. 

The economy is booming, the country is flush with liquid- 
ity, but interest rates are controlled, credit is rationed and 
senior commercial bank officials are still vetted by the gov- 
ernment. The heavy-handed control of the financial system 
will take a mounting toll on South Korea's exporters, who 
need access to more sophisticated financial services and 
lower interest rates if they are to remain internationally com- 
petitive. 

With the inauguration of President Roh Tae Woo's ad- 
ministration in February came promises of change, but 
policymakers warn that they must be gentle in their reforms 
now that the country is less authoritarian. 

When in doubt, set up a committee: a financial sector de- 
velopment committee has been trying for some months now 
to come up with recommendations for restructuring the in- 
dustry, but consensus has been elusive. “To be frank, at this 
point we don't have a well thought-out blueprint [for finan- 
cial reform], says Finance Minster Sakong Il. “It has to be a 
gradual, step-by-step programme, [otherwise] it would be 
very disruptive." 

Policymakers say that what go do about short-term fi- 




















ad better results in the second half of 1987, with a net profit | ‘ 
of S$66.41 million versus $$64.66 for the first six months. 
Overall, OCBC had a group net profit rise of 24.86%. 1 

Analysts expect, however, that the growth rates — and 
the profits — of Singapore's banks will moderate this year. In 
part, this is due to forecasts of slower economic growth, the - 
continuing impact of the October crash and the general mat- 
uration of the banking sector. Thus, bankers believe that 
growth of loans, advances and assets will continue the overall 
downward trend — despite this year’s blip. As aresult, banks 
will have to speed the growth of their fee-based business, and 
will have to fight hard to gain market share in the traditional 
banking areas. 

Indeed, Singapore’s banks are battling for the lion’s share 
of the home loan market. From 18 April, members of the 
UOB group — United Oversea Bank, Chung Khiaw Bank, 

Far Eastern Bank and Lee 








home owners of 5.25% for 
loans maturing in one to 
five years. Rates rose to 
6% -for loans maturing in 
: 16-25 years. Other sweet- 
ners, including a reimburse- 
ment of up. to S$6,000 for 
legal fees and an option to 
hedge against inflation were 
Nu EE B also thrown in, with OCBC 
| % change over previous year offering to finance the full 
| 1987 | 1984 | 1985 | 1986 | 1987 cost of property without 

qu rama even a valuation report. 
Thus, home buyers would 
be able to get a residen- 
tial property under five 
years old and costing up 
to S$500,000 without using 
their own money. ü 


REVIEWTABLE by Fücky Hui 


nance companies is a major stumbling block for reform. Most 
of the country's 32 short-term finance companies, which have 
successfully achieved the policy goal of siphoning funds out 
of the kerb market, face a declining future and will have to be 
merged with banks or securities houses. But just how that will 
be done is still unclear. 

Sorting out what to do about the short-term finance com- 
panies, however, will not solve the maze of problems that re- 
sults from the country's rigidly-controlled financial system. | 
Most independent analysts here say that interest rates must 
be decontrolled before any real progress toward reform can 
be made. Now, banks have to charge all of their customers 
10-11.5%, though there is much fiddling using disguised 
compensating balances. Although senior policymakers talk 
of widening and eventually eliminating the interest-rate 
band, economists say a more sensible approach would be to 
simply announce a date when interest-rate controls. will be 
eliminated rather than moving incrementally and furtively. 

Policymakers worry that exposing local banks to competi- 
tion would seriously disrupt the financial system. Local 
banks have been stuffed with bad loans made to the construc- 
tion, shipbuilding and shipping industries and they would 
have a tough time surviving in a competitive environment. 
While the government does not release figures for non-per- -+ 
forming assets, analysts reckon they are 15-2096 of the total. 

Bad loans are not the only problem that South Korean 
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BANKING '88 


bankers face. Theirs is a culture which eschews profits in 
favour of national development. *Banks were more like nur- 
turing agénts than commercially-oriented profit instutions,” 
says Sakong. "We are trying to make banks more like profit- 
seeking entities." 

Although the country's five city banks were nominally 
privatised during former president Chun Doo Hwan's ad- 
ministration, and minority stakes in the Citizens National 
Bank and the Korea Exchange Bank are slated to be sold off 
by the end of 1989, senior bank officials are still vetted by the 
government. “As long as you have guys at the top getting 
sinecures you're not going to get very far [with reforms], " 
says a European banker. 

The newly appointed governor of the Bank of Korea, 
Kim Kun, promises that commercial banks will in fact be 
given greater autonomy, and the Federation of Korean In- 
dustries (FKI), the country's big business lobby, says that it 
will make freedom from political control of credit a major 
focus of its lobbying efforts. If competition means that some 












sets, however, declined from 6.7% to 6.4% of the South Ko- 
rean total. 

As their traditional businesses have been cut back, bank- ' 
ers have had to look for niche market opportunities. Well; 
positioned banks are trying to sell treasury- and capital-mar- 
kets products. While these niche products are tightly regu- 
lated by the Ministry of Finance and the Bank of Korea, 
there are occasionally spectacular arbitrage opportunities for 
fleet-footed banks. 

The most recent example of aggressive loophole mining 
came at the beginning of February when 11 foreign banks 
using innovative option techniques for export financing 
pumped $US650 million of new money into the money sup- 
ply in just 17 days — before an alarmed Bank of Korea halted 
the practice. One foreign bank is said to have made more 
than US$5 million in profits on the options in the period. 

At the top of the foreign bankers' wish list is the establish- 
ment of an interbank market so that banks can have access to 
medium-term funding. As it is now, there is only a short-term 
interbank market, which foreign banks largely shun. “This is 
the only market I know of where foreign banks are net pro- 





the economy can afford to pay, says FKI. 
“The government should allow bank- 
ruptcies by banks," says a senior FKI offi- 
cial. “Complete protection by the govern- 
ment means complete control." Business 
would also like to see an end to credit re- 
strictions appplied to the 30 largest busi- 
ness groups. 

The price tag for controlling the finan- 
cial system is growing. Dollar reserves at 
the Bank of Korea are mounting rapidly — 
they grew by US$1.6 billion in February 
alone. Between the appreciation of the 
won, which is expected to be about 20% 
this year, and the interest differential be- 
tween US and South Korean assets, the 
cost is more than 2% a month. Most of the 
country's current-account surplus to date 
has gone to pay foreign debt, which has de- 
clined by more than US$10 billion in the 
past 18 months. But the pace of debt repay- 
ment is expected to slow later this year, 
which will cause reserves to pile up even 
faster — and raise carrying costs for the 


financial institutions go bust, that is a price r 








Bank of Korea: promises of greater autonomy. 





central bank. 

There are other costs. Corporations pay hidden costs be- 
cause they are not able to hedge their foreign-currency expo- 
sures. The Bank of Korea, which provides cheap funding for 
local banks and at the same time tries to mop up excess 
liquidity with monetary stabilisation bonds, is seeing its ba- 
lance-sheet and income statement ravaged. 


into South Korea’s financial structure now that the 

country does not need any more foreign capital. The 
days when senior government officials went on their knees to 
foreign bankers are a fond but fading memory for foreign 
bankers. “The South Koreans have made no bones about the 
fact that they think there are too many foreign banks,” says a 
European banker. The real issue, most bankers here say, is 
how soon the shakeout will come and what form it will take. 
Most expect to slog through another two or three years in a 
tightly restricted market before they will be able to offer a 
fuller range of banking services. 

Foreign banks are being squeezed by a prohibition on for- 
eign-currency lending which was put into place in 1986 and a 
reduction in their swap lines, which give them access to won. 
Import guarantee and construction-guarantee business, a 
source of off-balance-sheet income in the past, is withering. 
Despite the tougher climate, foreign banks saw their pro- 
fits increase 30% last year, though most of the increase in 
profits was due to hon-recucring ters: Foreign banks’ as- 


F oreign banks are trying to figure out where they will fit 
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viders of funds to the local money market," says a US bank- 
er. 

Only one foreign bank, Citibank, is attempting to estab- 
lish a retail presence. The bank's decision to offer retail ser- 
vices reflects a corporate decision to set up retail operations 
throughout the Pacific region, but the retail deposits will also 
allow the bank to boost its lending activities. With its retail 
network now limited to a branch in the southern port city of 
Pusan and two branches in Seoul, Citibank faces a long slog 
before its retail operation in South Korea is profitable. 

Foreign bankers are also trying to grapple with the chang- 
ing definition of Korea, Inc. In the past, the government 
guaranteed that foreign banks would be repaid if one of their 
borrowers went bankrupt. No longer. Jungwoo Develop- 
ment and Korea Shipbuilding and Engineering Co., whose 
insolvency forced them into the hands of local banks over a 
year ago, have yet to submit reorganisation plans. "We think 
this is signalling a new trend of letting companies go bankrupt 
rather than merging them into other institutions," says one 
creditor. 

Redefining Korea, Inc. will mean redefining the entire 
financial sector. With the National Assembly elections 
finished, the pace of financial reform is likely to quicken. But 
South Korean technocrats are more given to tinkering than 
to systemic reform. With a jerry-rigged financial system, 
however, only bold reforms are likely to be effective. That 
will take a political commitment from the top. 
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e For the full range of services in international 











the era of global business and finance. 


@ MITSUI BANK 


Asia and Oceania Division Headquarters, 

Head Office: 1-2, Yurakucho I-chome, Chiyoda-ku, 
Tokyo 100, Japan Tel: (03) 501-1111 

Telex: 522378, 22559, 122643, 122644 

America Division Headquarters: 277 Park Avenue, 
New York, N.Y. 10172-0121, U.S.A. Tel: (212) 644-3131 
Telex: WU 125435, RCA 232962, ITT 420637 








Europe Division Headquarters: 3 London Wall Buildings; 
London Wall, London EC2M SPD, United Kingdon ] 
Tek (01) 256-9494 Telefax: (01) 256-9378 















The only bilingual 
Telephone Directory for 
China published 

semi-annually 


In order to maintain CPB’s accuracy and time- 
liness CPB will henceforth be published twice 
each year, covering Spring/Summer (available 
January — June) and Autumn/Winter, (available 
July - December). 


Given the frequency with which changes take 
place in China amongst both the domestic and 
foreign business and banking communities, the 
semi-annual frequency of The China Phone 
Book guarantees its users the most up to date 
and accurate listings of the most important 
contacts in China. 


Our database will constantly be updated to 
bring you the latest listings you need, when you 
need them. 


You can save 20% off the combined price by or- 
dering both the current Spring/Summer and the 
Autumn/Winter editions now. Published in July 
the Autumn/Winter edition will be sent to you 
automatically the moment it becomes available 
if you order both now. 


Not only will you have the most up to date busi- 
ness listings in China at your fingertips . . . but 
you'll save money at the same time. 


1988 Editions 
Spring/Summer — January — June 
Autumn/Winter — July — December 









The China Phone Book Co. Ltd is a wholly owned 
subsidiary of Review Publishing Company Li- 
mited, Publisher of the Far Easttrn Economic 
. Review, Asia's leading publication. . 






.. The 1988 China Phone Book & 
Business Directory: January — June Edition 
completely revised and updated 


A vital reference for anyone interested 
in doing business with China. 


* Completely updated listings 
* Unique classified yellow pages 
* Designed for maximum usefulness 
* Lists all foreign companies and joint ventures 
* Careful selection of useful Chinese firms 
e Categorized by major industry groups 
e New compact page layout 
* Indexed for easy use 
© Good for travel or office reference 
e Names and addresses in both English and Chinese | 








Designed for Maximum Usefulness 

This directory is a comprehensive listing from our own China database of all 
relevant companies in China of interest to the businessman or tourist. It is 
specifically intended to give you easy access to its contents through a well 
designed, computer generated classification and indexing system. Irrelevant 
and unnecessary information has been eliminated to reduce bulk and allow 
you efficient access. 


New Classified Yellow Page Section 


Our tenth edition includes the first Classified Yellow pages ever available 
covering the entire PRC. Over fifty categories of listings are included to give 
you updated, accessible information on China services, accommodations, 
travel, etc. Classified listings include: 


* Airlines * Business Services * Computer Services 
* Hotels * Shipping Companies * And many other business Categories 
ORDER YOUR COPIES NOW! 
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To: The China Phone Book Co Ltd, GPO Box 11581, Hong Kong 
Please rush me copy/copies of the China Phone Book as indicated: 


Name: 





(Please print in Block Letters) 
Address: 











Tel 





LJ China Phone Book 1988, Spring/Summer Edition 
Price: Hong Kong: HK$300, Elsewhere: US$50 (inclusive of airmail postage). 


No. of copies: 
C1 China Phone Book 1988, Spring/Summer and Autumn/Winter Editions combined set 


at 20% savings. Send Spring/Summer Edition immediately and Autumn/Winter Edi- 
tion immediately upon publication in July. 


Price: Hong Kong: HK$480, Elsewhere: US$84 (inclusive of airmail postage). 

No. of sets: 
O Ienclose 

Book Co Ltd) 


O I prefer you charge 





in payment thereof (cheque payable to The China Phone 


to my credit card (tick one): 








(J American Express [] Diners Club O Master Card [D Visa 
Card No: Exp. Date: 
Signature: 
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-. For 16 Days, Starting September 17, 1988 _ 
.. Your Company Message Can Be Seen By 
Over 250 Million People... 

.  QOnOne Television Network. 









The People's Republic of China has given CBS exclusive rights to sell its television advertising 
package for the 1988 Olympics. Due to the great popularity of this exciting event in China, your message 
can enjoy high reach and frequency in this rapidly growing and potentially 
enormous market. You can even enjoy product exclusivity. 

Because of our long and successful experience in China and our close relations with 
China Central Television, a simple call to CBS is all that it takes to get your message to this market. 
Contact CBS Broadcast International, (212) 975-8585, Telex 662101 CBINY, and be certain that the millions of 

1988 Olympic viewers in China will also be seeing your company message. 


@CBS 


CBS BROADCAST INTERNATIONAL . 





a 


OCCUR 
a9, KA 

























king 






r | 3 k e S elec tfi ABB's capabilities and experiences are ideally " r 


On January 1, 1988, Asea and Brown Boveri merged to form Ase Br 
Boveri, the largest energy engineering company in the world. oo 
We are committed to the power business. No other company can 


offer utilities and industries all over the world a fuller range of products 





and services for generating, transmitting and distributing electric power, 
all the way from power plant to the end-user. 
We do this in several different ways. As a general contractor, as a s 


partner in international consortia or as a supplier of components. We also 





provide financial solutions. 





the growing need today in industrial countries to 
upgrade and refurnish both conventional and nuclear power plants. In 
industrialising countries, we mostly participate in projects that help build 
up the infrastructure. e 
The merger enables us to remain in the technological forefront of 
energy engineering. We now have the resources to develop even more. 


effective, energy-efficient and environmentally compatible methods of supply- 
ing electric power. 





For example, take highly efficient combined cycle power plants. 
Or clean coal power plants based on a unique combustion technology. 
Or our inherently safe high temperature nuclear reactor using pebbled fuel. 
Or advanced concepts for loss-reducing transmission of high voltage direct - 
current. Or control systems to optimize the power flow in electrical net- 
works and to improve availability of power supply. 






Our century-old reputation for energy engineering continues, And- 
we are determined to make electric power flourish, on into the 21st century. 





Asea Brown Boveri is the world’s leading company in energy engineering. —— 
Our business segments are Power Plants, Power Transmission, Power 
Distribution and Industrial Equipment, Other important areas include — 
Transportation, Factory Automation and Robotics, Environmental Tech. 
nologies, Instrumentation, Communications and Financial Services, 
The company has 180,000 employees in over 140 countries and annual 
sales of US $ 18 billion. 
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ASEA BROWN B MERI 


“Isnt Holland too small for 
an international airline like KLM?” 


L 


ES TO 133 DESTINATIONS 


Since its founding in 1919, KLM has been a truly 
international airline. Its first flight, in fact, was 
between Amsterdam and London. And today KLM 
serves 133 destinations in 76 countries. World-wide. 

KLM has made the world its home. Achieving a 
reputation as the sort of reliable partner people can 
depend on. Whether that partner is a business man, 
travelling in the comfort of Royal or Business Class. 

: Or a tourist, enjoying the«otal service of KLM's 
= complete Economy Class. 


E. 
AMSTERDAM 


3 IN 76 COUNTRIES 


KLM's international network keeps growing. This 
April weekly services to Faro in Portugal and Valencia 
in Spain were added. And in November KLM will 
start a new twice-weekly service to Orlando in Florida. 

But then, when you've made the world your home, 
you become accustomed to serving the world. 

Test us, try us, fly us. 

| 


The Reliable Airline KLIVI 


.  . Royal Dutch Airlines 


M 


699€ 
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Requiem for a writer 


The aot ye Be m Congwen by Jeffrey C. Kinkley. Stanford University Press, 


Stanford. US 


| n stories such as The Frontier City and 
Under Moonlight, Shen Congwen im- 
mortalised the people and customs of 
rural west Hunan as they were at the 
turn of the century and documented the 
region’s decline and corruption in the 
decades of warlordism and war which 
followed. His work, however, went far 
beyond mere sociological documenta- 
tion, for his dark-skinned beauties and 
monkey-faced heroes inhabit an en- 
chanting world in the borderlands divid- 
ing reality and romantic myth. While 
not everything this highly prolific and 
experimental author wrote was equally 
successful, Shen’s Hunan tales surely 
rank him as one of this century’s most 
outstanding Chinese writers. 

Yet Shen — who is now 85 years old 
— has lived for the most part since 1949 
in such obscurity that when a report 
from Taiwan declared him dead in 1968, 
Chinese officials did not bother to dis- 
pute it, and none of his fans abroad 
could prove otherwise. In the mid- 
1970s, Jeffrey Kinkley, Shen’s bio- 
grapher, went looking for Shen’s works 
in a bookstore in New York's China- 
town, only to be told by the man- 
ager that “nobody reads him any more." 

Certainly, Shen had stopped writing 
fiction as early as 1948. But in the 1920s, 
1930s and 1940s he had been a most ac- 
tive writer as well as an editor, well 
known on the Chinese literary scene. 
Shen first travelled to Peking at the age 
of 20. He never felt entirely at ease, 
however, among the sophisticates of 
either that city or Shanghai, where he 
moved less than 10 years later, in 1928. 

Self-conscious about his rural ori- 
gins, manners and mixed blood (his 
mother was a member of the Tujia 
minority and his paternal grandmother 
was a Miao tribeswoman), he wrote 
ironic, occasionally self-satirising pieces 
based on his experiences in these cities. 
At the same time, he reworked his 
memories of his native west Hunan into 
the pastorals which were to become his 
most famous works. 

In The Odyssey of Shen Congwen, 
the first comprehensive and critical 
biography of this major Chinese writer, 
Kinkley points out that while Shen fre- 
quently sketched the lives of the rural 
lower classes in his stories, his approach 
to “peasant literature" was very differ- 
ent from that of his contemporary leftist 
writers. For one thing, he never 
idealised or romanticised labour. And 
unlike Mao's view of the Chinese peas- 
ants as "poor and blank," Shen per- 
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ceived them as "leading dignified and 
stable lives on their own terms." 

To Shen's way of thinking, the so- 
ciety of west Hunan, with its tribal cul- 
tures and frontier mentality, had pre- 
served a kind of spiritual purity which 
the rest of Han Chinese civilisation had 
lost long before. In the bantering love 
songs of the Miao, the directness and 
honesty of their relationships, Shen 
heard an echo of pre-Confucian China. 

The idyll, however, ended in 1933, 
when Shen revisited his home after a 10- 
year absence. Extreme poverty and vio- 
lence had destroyed the society Shen 
had known when growing up. One of 
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the childhood friends upon whom he 
had modelled a romantic hero was rav- 
aged by opium addiction, another was 
dead. The new perspectives gained by 
this visit are reflected in such works as 
Travels in West Hunan and the un- 
finished novel Long River, which 
Kinkley describes as a “requiem for a 
region and its old way of life.” 


hen held Chiang Kai-shek and his 

corrupt generals responsible for the 
fate of his beloved west Hunan. Yet, 
Kinkley observes, "Shen's deepening 
rift with the KMT [with which he 
had never been close] won him no cre- 
dit . . . with the CCP [Chinese Com- 
munist Party]." In the 1920s and 1930s, 
Shen had been quite friendly with 
leftist writers like Ding Ling, a fel- 
low provincial. Still, he rebuffed 
their attempts to draw him into their 


political activities or commitments. 

By the late 1940s, those whom Shen 
at one time had spurned or upset had 
become powerful apparatchiks in the 
service of a revolutionary party which 
felt itself close to victory: for example 
Guo Moruo, whom Shen had once de- 
rided for penning “empty proletarian 
poetry.” In 1948, Guo, soon to become 
chairman of the All-China Federation 
of Artists and Writers, attacked Shen as 
a “reactionary pornographer.” The left- 
ist film director Xia Yan went so far as 
to accuse him of “defending fascism.” 

Even his wife and children turned on 
Shen in the service of the revolution, 
urging him to remould his way of think- 
ing. In 1949, Shen responded to the 
hostile pressure on him by drinking 
kerosene and slashing both wrists and 
his throat. Discovered and saved from 
death, Shen made his peace with the re- 
gime the following year by enrolling in a 
political study class and composing a 
long (ironical) confession of 
his crimes as a “model 
old-style intellectual and 

seudo-liberal ^ separated 
om the masses." 

He was assigned to work 
in Peking's Palace Museum, 
labelling artifacts and play- 
ingtour po for the general 
public. In fact, Shen very 
much ieee the part of his 
work which allowed him ac- 
cess to the precious art col- 
lections of the palace. Al- 
though he never wrote fic- 
tion again, he authored sev- 
eral books on such subjects 
as lacquerware and tradi- 
tional Chinese costume. 

In 1953, Shanghai’s 
Kaiming Press declared 
Shen Congwen’s fictional 
works to be “passé,” melted 
down the printing plates for 
his works and burned their 
stock of his books. Since he had de- 
clined to escape to Taiwan, the regime 
there banned him, and according to 
Kinkley, he “virtually disappeared” 
from literary histories, except when 
they denigrated him in passing. 

n the 1980s, the party recognised 
the propaganda value of treating this el- 
derly friend with the respect he has al- 
ways deserved. They authorised limited 

rint runs of his work in China and 
arger ones for export (in English as well 
as Chinese). Two films based on his 
stories have been made: Frontier City 
and A Girl From Hunan. 

Kinkley, an associate professor of 
Asian Studies at St John’s University in 
New York, has dedicated many years to 
his study of Shen’s work and life; the 
text is imbued with appreciation and af- 
fection for Shen both as an individual 
and aneartist. — Linda Jaivin 














| Middle Kingdom scoops 


China Reporting, An Oral History of American Journalism in the 1930s and 
1940s by Stephen R. Mackinnon and Oris Friesen. University of California Press, 


1987. No price given. 


GG | found myself groping, searching 

for the guts of what was going on, 
always frustrated.” Journalists, sino- 
logists and diplomats may spend 
their days pon Bea antennae to get a 
grip on China but primordial emotions 
about the place are as true now as they 
were for Henry Lieberman, The New 
York Times China correspondent from 
1945-49. 

Lieberman shared the above snippet 
at a conference in Arizona with some 40 
other reporters (Harrison Salisbury, 
John Hersey and Tillman Durdin 
among others) and diplomats (including 
John Service) who were based in war- 
torn China before the communist 
takeover. Also present were specialists 
in Sino-American relations who had 
read the dispatches and documents of 
the war observers but wanted to learn 
how the first draft of history, as news re- 
ports are sometimes grandly called, was 
put together. 

Thanks to excellent editing of those 
proceedings, this volume is oral history 
at its best and a compelling read for any- 
one even vaguely interested in China or 
the workings of the fourth estate. Much 
of what was recorded about then could 
be heard today at any gathering of jour- 
nalists in Peking. 

Many reporters who came to China 
in the 1930s and 40s were not assigned 
by a news organisation but were lured 
by prospects of adventure. A significant 
number were journalism majors from the 
rock solid Mid-West, especially from 
Missouri, a state famous for its no-non- 
sense saying: “I’m from Missouri, show 
me.” Collectively they produced work, 
despite enormous odds, that repre- 
sents a golden period in American jour- 
nalism. 

For these hardy souls, mean living 
conditions, lousy communications and 
dangerous travel conditions were consi- 
dered insignificant compared to their 
chief hurdle — the editor back 
home. 

Editors, especially before the Japan- 
ese attack outside of Peking in 1937, 
wanted exotica or news relevant to the 
hometown reader. An American mis- 
sionary surviving a warlord's attack was 
news; the 700 Chinese casualties were 
not. While a story about the Chinese 
ability to make an egg stand on its small 
end got wide coverage, a drought killing 
6 million in 1929 merited six para- 
graphs on page 12 in The New York 
Times. 

Some things do not change. In 1983- 
84, the shooting of dogs in Peking got 
far more play in the US wire services 
than the mass executions of hundreds 
and possibly thousands of Ghinese 





charged with criminal offences. Paro- 
chial interests, however, could be pre- 
ferable to an editor's political interests. 
Analee Jacoby tells of her horror when 
a short rather dull interview with 
Chiang Kai-shek appeared in Time 
magazine, edited by rabid anti-com- 
munists, with pages of questions not 
asked and answers not given. 

The group maintained that scepti- 
cism punctuated their dealings with the 
Kuomintang and communists though 
personalities did not make it easy. By all 
reckoning nobody on Chiang's team 
could compete with Zhou Enlai in 
charm and persuasiveness. 

However, with the Cold War at- 
titude firming up in 
the US there was a 
dilemma in report- 
ing the good things 
about the com- 
munists without 
raising an editor's 
suspicion that his 
correspondent had 
gone soft on Reds. 
A. T. Steele, as- 
sociated with three 
major US dailies 
from 1932-50, re- 
calls: “A trip from 
Chungking to 
Yenan was like 
going, in one sense 
of the term, from 
hell to heaven be- 
cause everything in 
Yenan looked so or- 
derly . . . the com- 
munists seemed to 
have found a for- 
mula that might 
open the way to a new day in China." 

The problem, as Steele put it, was 
that “we were reluctant to paint them as 
real communists, though, because we 
knew that that would go against the 
American grain." (Ironically, there 
seems to be a reluctance today among 
American editors and publishers, pre- 
sumably for fear of appearing reaction- 
ary, to paint Chinese leaders as real 
communists heading a  totalitarian 
state.) 





M: China hands paid dearly for 
their objectivity and fairness. Sev- 
eral years after Mao's victory, Sen. Joe 
McCarthy, unleashing his communist 
witchhunt, claimed subversion caused 


the US to “lose” China. Journalists and | 


State Department officials were investi- 
gated and some were subsequently 
blacklisted. Three of the attendees 
spent seven years battling indictments 
for sedition and treason. 











American reporters in Chongqing in 















Meanwhile, Mao was persecuting 
those. who had connections with the 
Americans. Perhaps the most poignant ' 
passage in China Reporting is the twin 
tale of McCracken Fisher, who headed 
up the Office of War Information, and 
his senior Chinese assistant Liu Tshun- 
chi, who unbeknownst to Fisher had 
been a communist since the 1930s. Both 
were badly victimised by their respec- 
tive country's madness because of the 
association, though Liu did survive 20 
years of exile and disgrace to become a 
founding editor of the English-language 
China Daily. 

The journalists then had much more 
access to Chinese at all levels than their 
current counterparts. Interestingly, the 
degree of reliance between reporters 
and diplomats for swapping and 
evaluating information fundamentally 
remains unchanged. Gen. Joe Stilwell, 
never one for convention, probably 
stretched cooperation to the limit by 
sending an artillery 
officer along with a 
United Press report- 
er to check out Ja- 
panese battle lines. 
Of course Stilwell 
was pleased that he 
beat other country's 
military attachés 
with reports on what 
was happening. 

A hotly con- 
tested topic at the 
conference and 
among today’s 
China correspon- 
dents is the impor- 
tance of reporting 
skill vs language 
ability. It is a discus- 
sion with merit be- 
cause it is funda- 
mental in answering 
the question which 
hounds journalists: 
“Did we get the 
story right?” Not surprisingly the news- 
men, most of whom did not speak 
Chinese, said the former was more im- 
portant; the academics vigorously ar- 
gued for the latter. 

Theodore White, who was a fluent 
Mandarin speaker and superb reporter, 
probably has the last say in the argu- 
ment both then and now. In a letter to the 
conference he explained the inevitability 
of superficiality even if a reporter was 
armed with both skills: “We never knew 
who was doing what to whom or why. 
We could not penetrate Chinese politics 
... This mystery of China was a mystery 
not only to us but to the leaders of 
China, too. Chinese scholars, I have 
come to conclude, have the greatest 
sense of chronology. But chronology is 
not history; and they, like us, seek still 
to understand what happened and is 
happening. China was a mystery to 
those of us who reported it; it remains a 
mystery." — Nancy Langston 
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Technology is a resource we want to share. 
In an age where technology is king, our aim 
remains simple. We want to share what we 
have. Because at Canon we believe technology 
is as much a natural resource as the water we 
drink or the air we breathe. That's why every 
innovation we make is geared to sharing 
technological breakthroughs with as many 
people as possible. 

We were the first to put electronics into 
our cameras, so anyone could take pictures like 
a pro. We took big, bulky copiers and made 
them small and affordable enough for personal 
and family use. And when we came up with a 
Laser Beam Printer, we didn't keep it to 
ourselves. Instead, we helped launch a whole 
new industry — desktop publishing. 


Trade is just the beginning. 
We're ambitious too. We want to break down 
national borders. Because it didn't take us long 
to figure out that when we work together, trade 
is just the beginning. 

_ Thats why, when we founded our first sales 
subsidiary in Europe, in Geneva in 1963, we 
knew it was just the first step. Just nine years 
later, we set up our first European production 
facility, a copier plant in Giessen, West 
Germany. Since then we've added a second 
plant, in Bretagne, in France. We also have 
plants in the U.S.A., Taiwan, Korea and 
Singapore, and technical exchange agreements 
with the Peoples Republic of China. 























Cooperation for a better tomorrow. 
Today, we're growing in new directions, expanding : 
our business in telecommunications, in artificial 
intelligence and biochip technology. Don't get us 
wrong. We believe in profit. But we want to use that 
profit wisely. To create new employment 
opportunities, beat pollution, and benefit humanity. 
A Utopian dream? Not really. 
Last year, we at Canon celebrated our 50th 
anniversary. As we start our second half century, 
we still think that success, like technology, is meant 
to be shared, and that working together to build a 
better world is the one management goal that we 
all should be pursuing. 


PIONEERS IN CONTAINE 
SINCE IT ALLE 


In a competitive field like container Dependable transport, at sea and on 

transport, only the fittest can thrive. land, can help your business to prosper and 
Witness ScanDutch. From an ocean car- grow too. For an enlightening look at how we 

rier, we've evolved into a total transport com- turn distribution into a competitive advan- 

pany that today commands a vast fleet of tage, simply call our local agents. 

ships and containers - and that operates an 

intermodal network capable of linking any ScanDutch © 

two points in Europe and the Far East. 1ST CLASS CONTAINER TRANSPORT . 


Regional Office, Hong Kong: ScamDutch Limited, Far East Management, Centre Point, 185 Gloucester Road, P. O Box 20231, Hong Kong. 
Telephone: 5892-1808 Telex 73001. 





























By Paul Handley in Bangkok 


he surge of industrial investment 
4 into Thailand has begun to spawn 
the numerous smaller, specialised parts 
and components makers needed to un- 
derpin its drive to become Asia's next 
newly industrialised country (NIC). 
Within a short time, the country is likely 
to have a far broader and deeper light 
industrial sector than seemed possible a 
few years ago. 

The horizontal links being forged be- 
tween once-independent factories ap- 
pear to soothe fears that Thailand is be- 
coming simply a big export-processing 
zone for Japan and Taiwan. These two 
leading investors were involved with 
approved foreign investments 
capitalised at Baht 6.86 billion 
(US$271.15 million) in 1986 and 
1987. 

Numerous small investors, 
both local and foreign, are opening 
plants making parts and compo- 
nents to feed the booming export- 
oriented toy, textile, electronics 
and other industries. The arri- 
val of components manufactur- 
;j.€rs 1s, however, more by de- 
<| fault than by the calculation of 
| Thailand's Board of Investment 
| (Bol). 
^^. The persistent strengthening of 
^the yen, rising production costs 

and the impending loss of US trade 
sion for East Asian NICs 

ave been the most important fac- 
tors. Major appliance manufactur- 
ers are finding it is not enough to 
import components. Thailand’s 
general business environment and | 
its labour supply make it one of the 
most popular targets for cheaper 
parts manufacturing. 

; Many of those granted invest- 
ment privileges have yet to begin 
operations, due perhaps to some 
'Short-lived hesitancy after the Oc- 
tober global equities crash. But most 
component makers which have applied 
to Bol, especially the Japanese, are ex- 
pected to follow through. “If they apply 
to Bol, they have already decided to 

| move here,” says a Japanese investment 
| consultant. 














The piecemeal, unplanned way com- 
ponents suppliers have been moving 
into various manufacturing industries is 
typical of the Thai market-force-led ap- 

roach to industrial development. This 
| láck of an overall policy framework, 
coupled with anomalies which can make 
it cheaper to import built-up compo- 
pres rather than raw materials, also 


—— ER 


Components makers fill the gaps in Thailand's investment boom 


The parts begin to fit — 


makes the overall picture appear con- 
fused. 

However, Bol is now, belatedly, 
targeting some parts suppliers and seek- 
ing to attract them to Thailand. Bol dep- 
uty secretary-general Staporn Kavi- 
tanon led à promotion mission to 
Fukuoka, Japan, in March to sell Thai- 
land to the many electronics-compo- 
nents makers there. "This is one area 
where we need to focus," Staporn told 
the REVIEW. 

This has provided an impetus for ag- 
gressive Thai firms to get onto foreign- 
invested manufacturers' suppliers lists. 
But many Japanese parts suppliers are 





WHO GOES 


TO THAILAND 


(Number of foreign investments, including 
joint ventures, approved by Board of Investment) 
40* 








Japan [taiwan jus 
ES Singapore Hongkong 


*Jan.-May only, 
Note: Joint ventures from more than one country are double counted. 





Source: Board of Investment, International Division. 









and Siam Cement Co 
diesel engines for pi 
Toyota and Nissan. 
But this trend. 
somewhat artificially 
rules on local contet 
vehicle industry. V 
the foreign-investm 
example of Sharp 
ber began producing 
chiefly for export. In June, 
pects to begin exporting Tha 
frigerators. eee 














roducing 
initially 160% for Sh 
Mitsuwa, making plastic l 
for microwaves and refrigeratoi 
Nakagawa Denka, which Sha 
managing director Hideo K 
says did not expressly follow 
firm to Thailand, is planning a fac 
tory to make, among other compo 
nents, timers and switches. for 
microwave ovens and other 
appliances. Kikuchi says it is ver: 
possible Sharp will procur 
from Nakagawa when its factor 


built. ; AEN 
M: of the output of Sharp. 
and many other newcomers is 
for export and Bol extends wide- 
ranging duty-free privileges on in- | 
puts (parts and capital equipment). 
So the attraction of poe ngparts | 
locally must be the lower price that. | 
can be offered, Kikuchisays. - i 
There is a widespread feeling © 
that the Japanese are just. trans- 
planting vertically iategrated man- 










REVIEWDIAGRAM by oTi aci iis — ufaeturine structures to Thailand, | 


also setting up shop here to stay close to 
their Japanese customers, who are be- 
ginning to export from Thailand. For in- 
stance, Mitsubishi, trying to export 
Thai-built cars to North America, en- 
couraged several close suppliers in 
Japan to move to the Bangkok area. 
Other Japanese car and motorcycle 
makers, intent on producing in Thai- 
land for export as well as local sales, 
have done the same. In the past six 
months, there have been several dozen 
applications to Bol from Japanese com- 
panies to make the higher value-added 
parts, like transmissions for motorcy- 
cles, and precision-engine components 
for cars. A couple of Japanese car-mak- 
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and that the spinoff benefits to the Thai 
manufacturing sector in terms of the 
availability of components for other 
new products will be small. Kikuchi ar- 
gues that export-oriented firms, which 
constitute most of the new investors, de- 
mand high-quality parts. This explains 
the reliance by many Japanese com- 
panies on local Japanese-controlled 
parts producers. 

Nevertheless, the Japanese are using 
local producers for simpler plastic and 
metal parts, and prod and, at times, 
teach them to boost quality: "If the Ja 
panese think the local Thais can make - 
it, they subcontract it," says Seri 
Seriwathanophas, vice-president for 1 



















































-business development at Thai Farmers 
- Bank. And as one Western embassy 
-analyst pointed out: "There is always 
“some natural fallout from the vertical- 
| integration scheme. It has already 
started to happen." 
: Because the Japanese are constantly 
„under a cloud of suspicion for not trans- 
ferring manufacturing knowhow, it is 


-Who are giving more substance to the 
eq ee of Thai supporting indus- 
tries. Rebasing some operations from 
Singapore, Seagate one of the 
world's leading disc-drive makers — 
began producing fully assembled disc 
drives on a large scale in the Bangkok 
area in December. 

Currently Seagate imports most 
. parts and assemblies them into sub- 
components and the final product. 
However, according to James Tan, 
'executive director of materials, the 
company has put one official to work 
full-time on local sourcing develop- 
ment, with the goal of 50% local content 
by 1991-92. The company began 18 
months ago to source stepping motors 
assembled at the Thai factory of the Ja- 
panese firm Minebea. 

Tan says he can easily get plastic 
parts for the disc drives. If a supplier 
cannot adequately improve its quality, 
he adds, "we upgrade their skills." 
High-grade, precision aluminium cast- 
ings cannot be sourced locally yet, but 


perhaps the non-Japanese investors | 















he expects that an Italian-US company 
supplying the firm in Singapore will also 
invest in a plant in Thailand. 

Tan points out that many other unre- 
lated, but potentially helpful, o ecd 
tions have already been made to Bol in 
the same field. Hongkong-based Hop 
Cheong Industrial plans to make preci- 
sion-computer relays and head gimbal 
coils, components for disc drives; other 
investors are building up capabilities in 
printed circuit boards (PCB), a signi- 
ficant weakness in the Thai electronics 
sector. 

The presence of Seagate, and new- 
comer producers of telephone sets and 
medium-tech electronics, is pushing up 
local demand for PCBs. Industry ana- 
lysts predict that within 18 months 
sophisticated two-sided and multi- 
layered PCBs should be readily availa- 
ble locally. Already, companies from 
Japan, the US, Singapore, Taiwan and 
Hongkong have plans to develop PCB 
production in Thailand. 

Related companies are also jumping 
in. Fujikura Thailand recently inaugu- 
rated a sizeable expansion project to 
produce computer-keyboard cords, in- 
terface assemblies and wire harness for 
electronic products in its local plant. 
The company supplies its products to 
most of the world's major computer 
houses. 

In February alone, Bol gave ap- 
proval to 10 foreign firms — mostly 











from Japan, Singapore and Taiwan — 
to produce computer-related products, 


including wire assemblies, connectors’ 


and related plastic products. Further 
downstream, companies have indicated 
plans to produce computer keyboards 
and printers in Thailand. 

:qually as important, the past year 
has seen a boom in the plastics sector. 
Strong demand by appliance and toy 
makers and the car industry have en- 
couraged a  near-doubling of the 
number of injection-moulding machines 
available, to nearly 1,000 in 2-300 com- 
panies. Bol estimates that there are 
some 2,000 firms working in most types 
of plastics. The local plastics giants, 
Srithai and Union Plastic, have not kept 
up with demand, which has encouraged 
smaller firms to. expand and down- 
stream manufacturers to install their 
own capacity. 


Mouii making is also getting more 
attention. Dynamic Toys, one of 
the largest toy makers recently to set up, 
and other toy firms usually get their 
moulds from buyers, and the Japanese 
appliance and car makers, from their 
head offices. Sumeth says, however, 
that Dynamic's Thai-staffed in-house 
shop already modifies moulds with good 
results, and can produce quality original 
moulds. *Our moulds can compare with 
the Japanese," he asserts. 

Most of the existing 50 independent 
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Loosening bonds 


Foreigners press Japan to open bond markets 





By Nigel Holloway in Tokyo 


J apan is under increasing pressure from foreign govern- 
ments to open up its bond markets. But the message de- 
livered to the finance ministry by overseas officials is a con- 
fusing one. Do foreign financial institutions want a free-for- 
all in Japan’s bond markets or do they simply want to share 
some of the cosy privileges enjoyed by a select group of local 
banks and securities houses? 

The answer seems to be the latter, because a more 
liberalised bond market is likely to increase the dominance of 
a few Japanese institutions, notably the big four securities 
houses — Nomura, Daiwa, Nikko and Yamaichi. 

The yen government-bond market is in the eye of the 
storm at the moment because foreign banks and brokerages 
have received only 4.8-5.6% of new issues of 10-year sec- 
urities since a quasi-auction system was introduced in Nov- 
ember. Admittedly, this is a big improvement on the 2.2% 
they received before the auction system was introduced. But 
itis still far short of the share that foreign firms take in the US 
Treasury bond market. There, the big four Japanese houses 
alone account for abouta fifth of trading. 

The disparity has prompted the US Congress to pass an 
amendment to the trade bill that would prevent a foreign 
concern from holding the status of primary dealer in US sec- 
urities if the foreign country did not give the same oppor- 
tunities in its own issues of government debt. 

If the amendment becomes law and if the share of the Ja- 
panese bond market held by US firms does not increase sub- 
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stantially, three Japanese brokers would lose their primary 
dealerships and the entry of a fourth would be blocked. 

Assistant US Treasury Secretary David Mulford indi- 
cated during his talks in Tokyo on 20 April with finance 
ministry officals that, even if the trade bill was vetoed by Pre- 
sident Reagan, the primary-dealership amendment would 
come up again in Congress, according to diplomatic sources. 
Japan effectively had a year’s grace to act on this matter, the 
sources added. 

The US is not the only country wanting more access to the 
huge Japanese bond market. A senior British Treasury offi- 
cial, Geoffrey Littler, in his own meetings with the Tokyo 
government that same week, suggested that a decision on 
whether Japanese securities firms be allowed to lead-manage 
sterling bond issues would depend on the openness of the 
domestic yen bond market. 

One reason why the foreign share of yen government- 
bond issue purchases is so small is said to be the method by 
which the securities are allocated. In Japan, the traditional 
system of operation is to sell the bonds to a syndicate of 
banks, brokers and life-insurance firms. The terms of the 
issue are haggled over beforehand by the syndicate and the 
government. Primary dealers receive allotments based on 
their share in the syndicate. In the US, treasury bonds are is- 
sued through an open auction which determines the terms. 

Tokyo has gradually moved towards an auction system, 
first for medium-term government bonds and, since Sep- 
tember, for 20-year securities. Two months later, a rather 
awkward method of selling 10-year government bonds was 
started. Under this scheme, 80% of each issue. is allocated 
through the syndicate. The remaining 20% is up for bids. 
Buyers do not offer a price, but take up as much as 1% of the 
entire issue. The finance ministry. reckons that 42% of all 
government bonds were auctioned in the year ending March 
i though the remainder were. the. most liquid: 10-year 

onds. : 
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| mould-makers make only simple 

‘| pieces. Firms sourcing high-qual- 

_| ‘ity moulds in Thailand, says Som- 
~ boon lampiboonwatana, pro- 

. curement officer of Toshiba 

-Corp.'s local plant, sometimes 
have to wait six months to get 
them, either from the giants such 
as Union Plastics, or from the 
kind of very small low-volume 
potier Toshiba sometimes re- 

ies on. Hence, Toshiba has also 
developed its own substantial in- 

: house mould and die shop. 

Other foreign-owned  fac- 
tories are building up mould and 
die capabilities to guarantee bet- 
ter quality. More importantly, 
the plastics giants are expected to 
build up their commercial mould- A 
making capabilities. "5 


(Baht billion) 
4.0* 





tackled is in engineering plastics, 
durable and attractive products 
that can be used for the casings of 
quality telephone sets and office 
equipment, and for plastic motor parts 
such as gears. Kikuchi of Sharp say the 
firm gets plastic parts for its re- 
frigerators and microwave ovens from 
the local plastics giants, but that it has 
no. source for plastics needed for the 
cash registers, electronic typewriters, 
and portable radio-cassette players 
be plans to produce next in Thailand. 
"The demand is already mounting, 
































rently in Japan. 





their market share, at the expense of all but 
the biggest foreign institution, Salomon 
Brothers. 

The US side has, therefore, left open the 
question of what exactly it means by recipro- 
city. Diplomatic sources pointed approvingly to 
à measure taken in 1986 by the West German 
government, which announced that foreign 
securities firms would be allotted 20% of the 
consortium bidding for 10-year government 
bonds. 


A: the meeting with Mulford, Japan’s Vice- 
Finance Minister for International Affairs, 
Toyoo Gyohten, asked for US firms to give him 
evidence to show that their “presence” in Japan 
warranted a bigger share of the government 
bond market. 















*from life-insurance companies and trust banks. 
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quality metal 


Since the US operates an auction method for all its treas- 
ury bonds, it might seem logical for Mulford to ask for the 
same system in Japan, but he has not done so. One reason, 
say diplomats, is that even if it was fully introduced, the situa- 
tion might still not be strictly comparable with the US, be- 
cause the secondary government bond market works so diffe- 


A more plausible rationale is that those firms with the 
biggest capital and strongest placing power — the Japanese 
banks and big Japanese securities firms — would increase 








Gyohten also hinted that the deregulation of interest rates 
may be extended to deposits of less than ¥50 million 
(US$400,963) this autumn. He added that discussions would 
begin shortly with the Ministry of Health and Welfare to re- 
move the monopoly in the management of pension funds 


The name of the yen-dollar committee which has been 
meeting since 1984 has been renamed the “US-Japan Work- 
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though, and Somboon of Toshiba says 
three or four firms are planning to pro- 
duce engineering plastics. Already, 
Srithai has a small project under way, 
and is expected to expand it. 

The key area lacking in Thai sup- 
porting industries is in metal parts. 
While there are already a number of 
rerolling operations, 
high-quality foundry and casting ser- 





Source: Board of investment. 


ing Group on Financial Markets” as an indication that the 
two countries are meeting as more equal partners. 

Some foreign institutions have welcomed these proposals. 
more warmly than the US efforts to open up the government- p- 
bond market. These firms say that the US would spend its | 
energies more fruitfully in trying to break open the syndica- . | 














vices are limited to three or four | 
larger firms, The growth of the 
car and motorcycle industry has 
given a boost to this sector, but 
local car demand is not large 
enough to rationalise widespread 
capabilities. A Western car mak- 


suppliers in Thailand claimed dis- 
appointment in the sector aftera _ 
survey. 

Still, for every operation there 
is at least one quality producer, 
be it for forging,- precision 
machining, and pressing and 
stamping. The latter two areas 
are where the greatest expansion 
is occurring now, due to - 
appliance demand. Given i 
by the agricultural sector, 
are even factories capable of pro- 
ducing machinery and motors 
with a high degree of local con- 
tent. E : 

Metal mould and die pro 
tion is also lagging, ha 
neglected while plastic moul 
has advanced. Nevertheles 
joint ventures, mostly Japanese 
sociated with car makers; have b 
export Thai-made moulds an 
well as supplying the local mark l 
Japanese have also funded a metal-ind 
try development institute, recently c 
ed to boost the sector’s technical abili 
ties through training programmes, 
























tion of corporate bonds, where foreign institutions rarely win. 


SKETCH by Morgan Chua 














Reagan: veto option. 








more than 0.576 of an issue and where the award of co-man- 
agement of an issue is “out of the question." 1 
This matter is likely to become more important because 


the Finance Ministry's efforts to breathe life into. 
the Japanese corporate-bond market look like | | 
having some effect at last. Private securities 


have always been the poor relation of govern- | 


ment debt in Japan. The former's issue proce- 
dures have been so cumbersome and so expen- 
sive that all but the most determined companies: 
have gone to the Euromarkets to sell their ` 
debts. 

The picture looks like changing as a result of: 
a wide range of measures introduced over the 
past few months. These include the so-called 
"proposal system" whereby securities houses 
compete to offer the most favourable coupon to 
an issuer rather than uniting to force firms to ac- 
cept the underwriters' terms. 

The most important alteration, however, is 
a proposed amendment to the Securities and 


Exchange Law, which will introduce the US-style shelf-regis- 
tration system to Japan. This will give issuers the flexibility to 
decide when, and on what terms, to sell their bonds, instead 
of having to wait 30 days from the time an issue is announced: 
as under the present regime. This liberalising measure may 


not help foreign firms win market share. The measure will 


favour the big domestic institutions which can risk underwrit- 
ing an entire issue. * EP 






er looking for potential parts | 
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INVESTMENT 


Overseas attractions 


South Koreans have the money and the go-ahead to invest abroad 


By Mark Clifford in Seoul 


J ust a few years ago the possession of 
even a USS$I bill could land a South 
Korean in jail. Now, the country is 
awash with foreign exchange. Its cur- 
rent-account surplus is almost US$10 
billion a year and policymakers are try- 
ing to dismantle exchange controls in 
order to siphon off foreign-exchange 
holdings abroad and to dampen down in- 
flationary pressures. 

If the trade surplus continues to 
mount, then what has so far been a care- 
fully monitored trickle of foreign-ex- 
change outflows could quickly become a 
torrent. 

As a result of new regulations, South 
Korean businesses no longer have to 
send their profits back home. In addi- 
tion, financial institutions can now in- 
vest money abroad and plans are under 
way to let South Koreans invest in over- 
seas equities. The Finance Ministry offi- 
cially wants foreign-exchange transac- 
tions to be enedually deregulated “to the 
level of advanced nations,” though how 

uickly exchange controls are disman- 
tled will depend on the strength of the 
trade surplus. 

The government also plans to pro- 
mote overseas investment more aggres- 
sively. Domestic firms will be encour- 
aged to invest overseas in order to ease 
trade frictions and to control the liquid- 
ity arising from the growing surplus. 

Overseas investment is already surg- 
ing, however. Last year’s foreign invest- 
ments of US$397 million were double 
the previous year’s figure — and more 
than 40% of the total invested over the 
past 20 years. Investments in the US and 
Canada make up the largest chunk of 
overseas direct investment, which is 
concentrated in the manufacturing sector. 





Analysts here are stunned by the 
speed with which South Korea has 
swung from importing capital to export- 
ing it and the rapidity with which 
policymakers are setting up a 
framework to liberalise foreign-ex- 
change flows. 

The official sanction of currency out- 
flows is a striking turnaround from only 
two years ago when a report by the US 
Morgan Guarantee Trust alleging large- 
scale capital flight provoked a political 
uproar. Today, the problem is to keep 
speculative money out of 
the country. 

At the end of March, the 
goverment said it would 
allow domestic financial in- 
stitutions to invest their as- 
sets in overseas markets. 
The Foreign Exchange 
Control Law was amended 
to allow insurance com- 
panies and investment trust 
companies to hold US$10 
million in foreign exchange. 
Securities companies are al- 
lowed to hold up to US$30 
million. There are six life-in- 
surance companies, three | 
investment trust companies | 
and eight securities com- 
panies which are covered by | 
the new foreign exchange 
regulations. 

South Korea's first unit 
trust investing in overseas 
equities is set to be launched 
later this year. Securities 
sources expect the fund to 
invest about US$50 million 
in foreign equities, though 
the fund may be larger so 
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(South Korea's overseas investment 1968-87) 


Forestry & fishing 
(6.9%) 


Export financing 
(9.896) 


Manufacturing 
(32.5%) 


(US$ million) 


that some of its assets can be invested in 
the local market, which is expected to pro- 
duce a higher return. Brokers in Seoul 
expect a fourth investment trust com- 
pany to be set up to manage the interna- 
tional fund, though a final decision has 
not been made by the Finance Ministry. 

Shares in the new venture are ex- 
pected to be held by securities com- 
panies, banks and perhaps the existing 
three trust companies. Although firms 
are eager for experience in international 
markets, the appreciation of the won 
and high real interest rates in South 
Korea mean that international investors 
will likely earn lower returns for some 
time. The Finance Ministry is engaging 
in a some gentle arm-twisting to ensure 
that a broad range of firms sign on for 
the new fund. 

The Finance Ministry is taking a 
cautious approach to the international 
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trust. "We are. very cautious and conser-- | 


‘vative because the [South] Korean com- 
anies are not familiar with the world 

j markets," says a ministry official. 
i Moreover, says the official, if South 
Korea invests too aggressively abroad, 

_ it may face demands by foreign invest- 


ors to open the country's capital market | 


to foreign investment. 


Eight South Korean securities firms | 
have already set up representative of- | 
fices in Tokyo, London and New York. | 


Securities officials say they expect to be 
managing substantial equity invest- 
“ments for South Koreans abroad within 
four. or five years. Daishin Securities, 
Daewoo Securities and Ssangyong Sec- 
urities are considered to be the most 
“ambitious of the lot. The South Korean 
firms recently participated modestly in 
| underwriting the Thai Fund, the Brazil 
Fund and the First Iberian Fund. 


(4 bank), which has growing amounts of 
foreign exchange, is giving the Korea 


Exchange Bank and the Korea Deve- | 


Jopment Bank US$200 million each in 
foreign exchange to invest. While the 
banks will have broad investment 
latitude, in the past, some South Korean 
financial institutions. have stuck their 
toes in the international financial waters 
by investing in the Korea Fund and 
South Korean convertible bonds. Prices 
on these instruments are, not surpris- 
ingly, easier for the South Koreans to 
understand because they are tied to the 
Seoul market. 

| The initial amounts of overseas in- 
|. vestment are small, though they are ex- 
¿pected to be increased rapidly, as they 
"were in Japan in the early 1970s. “It’s re- 
latively small fry now," said a foreign in- 
i vestment banker. “But they're putting 
the framework in place to get ready for 
the time when they do have more sub- 
stantial amounts to invest." 

South Korea’s revised economic 
plan, which is generally conservative, 
projects that the country will cease 
being a net foreign debtor in 1991. Ac- 
cording to projections by the Economic 
Planning Board, the country will add 
US$2 billion to US$3.5 billion to its 
overseas. assets each year for the next 
five years, 

“South Korea is.also using some of its 
mounting foreign-reserve holding to try 






















bodies, where it has traditionally been a 


(US$118.4 million) Economic Develop- 
ment Cooperation Fund (EDCF) to 


with beneficiary countries and increase 
accessibility to the export markets in de- 
veloping countries," according to the 
Finance Ministry, was launched. The 
-EDCF has so far handed out US$23 mil- 
lion in. loans to Indonesia and Nigeria. 
*Colombia, Peru, Bangladesh, Jordan, 
«Għana and Liberia have also requested 

'unds. ü 
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he Bank of Korea (the central | 


to improve its standing in international | 


pariah. Last June, a Won 90 billion | 


"help strengthen diplomatic relations | 
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By Michael Westlake in Hongkong 


long-awaited decision on which of 

two major companies should invest 
HK$2-3 billion (US$256-384 million) 
to provide cable-TV services in Hong- 
kong has been delayed yet again — this 
time for three months. The Hongkong 
Government, which has been struggling 
for some time to get to grips with tele- 
communications policy, is now not ex- 
pected to pick the winner until near the 
end of the year. 

Officials are currently drafting a pol- 
icy paper on telecommunications fol- 
lowing the completion in March of a 
confidential HK$2.7 million indepen- 
dent study of telecommunications and 
cable TV. But this will not be submitted 
to Hongkong's Executive Council 
(Exco) until June or July and the com- 
panies are unlikely to receive formal 
tender documents before September, 

The first contender is Cable Tele- 
vision HK (CTHK), which has domes- 
tic and international communications 
franchise-holder Hongkong Telecom- 
munications (HKT) as a major 
shareholder. The second is Hutchison 
Cable Vision (HCV), whose major 
shareholders are Hongkong business 
tycoon Li Ka-shing's companies and 
British Telecom. 

Both companies envisage charging 
about HKS100 a month for a basic “tier” 
of entertainment and other channels 
aimed at Hongkong's majority Can- 
tonese-speaking population. Further 
special-interest "tiers" in other lan- 
guages would be offered at extra cost, 
giving a potential revenue of HK$1.5 
billion a month. 

The notion of cable TV was first 
proposed in a 1985 review of Hong- 
kong's broadcasting policy. The pre- 
sent government-awarded telecom- 
munications monopoly may seem an- 
achronistic in a place which likes 
to boast about its free trade po- 
licies. But will liberalisation 
and cable TV which represents the 


thin end of the wedge — benefit con- | 
| supply Hongkong with cable TV. Cable 


sumers? 

In its submissions to the govern- 
ment, HKT says that its existing tele- 
phone network should be added to and 
adapted so that TV signals can be car- 
ried to Hongkong's approximately 1.5 
million homes. 

HCV, however, says that a tele- 
phone network is not suitable. It pro- 


poses to build a new cable network AE 


able of carrying not only TV signa 

but also data traffic for services such 
as home shopping and banking and 
business communications. Altbongh 
cable TV is its first priority, HCV is 


| Crossed wires in Hongkong 


A decision on cable TV is deferred again 


i 


——Ó— 








also hoping to gain a foothold in Hong- 
kong's lucrative overseas telecommuni- 
cations market — should the govern- 
ment decide to support liberalisation. 

Hongkong's —telecommunications 
monopoly is very tightly regulat- 
ed by government. HKT, a holding 
company, was formed late last year 
to combine the operations of two 
subsidiaries, Hongkong Telephone 
(Telco) and Cable & Wireless Hong- 
kong (CWHK), both of which were 
about 80% owned by the London-based 
international communications giant 
Cable & Wireless plc. 

After the restructuring of the com- 
panies, and ofthe publicly held equity in 
Telco, the London parent now holds 
79.5% of HKT. The Hongkong Gov- 
ernment holds 11% of HKT via its ex- 
change fund and the remaining 9.5% is 
in public hands. Telco and CWHK are 
10095-owned by HKT. 

Hongkong's domestic telephone ser- 
vices are regulated by a government-im- 
posed scheme of control which limits at- 
tributable profit to 16% of sharehold- 
ers’ funds. But in the six months to 30 
September 1987, domestic telephone 
services accounted for 57% of Telco's 
HK$1.8 billion turnover. Telco has an 
exclusive 20-year franchise, which runs 
until July 1995, to operate domestic 
"telephonic" communications. This is 
taken to mean voice links. Domestic 
calls are free, but Telco earns revenue 








Profits go 
into orbit 


By Christopher Marchand in Hongkong 


H utchison Telecommunications (HT), 
a wholly owned subsidiary of the Li 
Ka-shing—controlled Hutchison Wham- 
poa, is one of the two contenders eager to 


TV is, however, only part of a broader 
strategy aimed at making inroads into 
the hugely profitable monopoly of Hong- 
kong’s telecommunications services. 
The territory's telecommunications ser- 
vices are currently provided by HKT, a 
subsidiary of Cable & Wireless plc. 
Hutchison Whampoa managing di- 
rector Simon Murray says that telecom- 
munications should become the hong’s 
fourth main earnings base — in addition 
to property, terminals and trading — in - 
five years. 
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1. from line rentals and connection charges. 
Telco also derives revenue from sub- 
sidiaries such as CSL, which sells tele- 
phone and private exchange equipment 
difect to the public, and which operate 
outside the scheme of control. CTHK is 
one of these subsidiaries and was estab- 
lished in 1987 by Telco in partnership 
with Hongkong film company Golden 
Harvest, Edko Communications and 
Swire Pacific. 
CWHK has an exclusive 25-year 
franchise, which runs until September 
2006, to provide all international tele- 
communications services for Hong- 
kong. International telephone calls ac- 
counted for 49% of CWHK's HK$1.4 
billion turnover for the six months to 30 
September 1987, with telex services 
bringing in another 2796 and leased cir- 
cuits 12%. 





CWHK provide the bulk of the Lon- 
don parent’s Far East revenue. This, in 
turn, provides around 70% of Cable & 
Wireless plc’s worldwide profits. Hutch- 
ison’s Li benefits through a4.9% stake in 
Cable & Wireless he acquired last year. 
Profits for both Hongkong units have 
Ls quickly over the past five years — 

elco's by a compound annual rate of 
31% and CWHK's by 25%, largely be- 
cause of the growth in international tele- 
phone traffic. 





The revenue from international calls | 


is split between Telco, CWHK and the 
calls’. destinations. In broad terms, 
Telco receives around 20% , CWHK re- 
ceives about 30% and the overseas 
destinations 50%. 

Telco uses part of its 20% to pay for 
the use of its facilities to connect calls to 
CWHK’s overseas links. But the rest is 

Lo: effect a subsidy, paid by international 


TE combination of Telco and | 





callers, to domestic users. This practice | 1989 and is about to become the subject 


is inline with many other countries, says 
Telco. Free calls, however, are causing 
problems for officials looking at the pos- 
sibility of liberalising the telephone net- 
work. 

One argument, with which HKT of- 
ficials naturally agree, is that liberalisa- 
tion in Britain and the US has driven 
down international charges but forced 
up domestic charges. Telco is concerned 
that if Hutchison or any other company 
was allowed to provide 


of negotiations between HKT and the 
government. One issue is Telco’s 
charges for facsimile services: The com- 
pany demands a premium of HK$30 a 
month over the normal line rental. 
Telco argues that this is to cover the 








international services, 
then international 
tariffs would fall and its 
subsidy of domestic 
calls would be insuffi- 
cient to meet costs. 
Local consumers would 
then have to start pay- 
ing for their domestic 
calls. 

There seems to beno 
dispute that Telco has 
saturated the domestic 
telephone market. Vir- 
tually every household 
has at least one tele- 
phone line. Hutchison 
says that competition 
would drive down inter- 
national rates but would 
increase the number of international 
calls made, thus enlarging the pool of po- 
tential revenue. 

Telco officials dismiss this as “voo- 
doo economics,” claiming that the 
growth rate of international traffic from 
the US has not risen since the ending of 
monopoly services there. 

Telco has been accused of milking 
cash from the public in areas not cov- 
ered by the government’s scheme of 
control. The scheme expires in January 





Li: contender. — 





HT was set up in 1985 to sell mobile 
telephones. It now comprises six sub- 
sidiaries — mobile telephones, paging 
services, mobile data equipment, infor- 
mation services, cable TV and satel- 
lite telephone and broadcasting ser- 
vices. 

HT rapidly acquired the dominant 
market share in Hongkong in mobile 
telephone and paging services. Its sub- 
sidiary Hutchison Telephone has some 
18,000 customers who generate a gross 
income of more than HK$150 million a 
year on capital investment of about 
HK$200 million. 

Hutchison Paging, through the ag- 
gressive purchase of market share, now 
has about 50% of Hongkong’s paging 
market, which per capita is the largest in 
the world. The investment to date is 
about HK$300 million, and HT aims to 
capture a 65% market share. 

Information systems and mobile data 

- businesses remain small in the context of 
HT’s wider operations. Instead, it sees 





| 





the two main growth areas as Hong- 
kong’s cable TV project and the sale of 
satellite telephone and broadcasting ser- 
vices in Asia. 

HT, which holds a stake in Hutchison 


| Cable Vision, aims to invest HK$3 bil- 


lion in cable TV if it wins the government 
franchise. About HK$2 billion would go 
to the network, and a further HK$1 bil- 
lion to programming and production of 


| Cantonese broadcasts. A seven-year 


pay-back period is envisaged. 

Satellite services are being developed 
in a joint venture with Citic Technology 
and Cable & Wireless plc, with each 
holding 33.3%. The consortium has 
bought a Westar VI satellite, which was 


| successfully recovered by one of the US 
| space shuttles after an unsuccessful 
| launch in 1984. 


Renamed Asianet 1, the satellite will 
be relaunched in late 1989 bv China. 
China, Pakistan, South Korea, Taiwan 
and Thailand have been targeted as mar- 
kets for the sale of telephone and broad- 


cuts, th 
resent t 
| There is al 


dimension to 
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government to -brea 

either franchise would raise the obvious. 
question of compensation. Expiry or 
termination of the international fran- 


least offer to buy CWHK's assets. In 
HKT's merger documents, CWHK's 
fixed assets alone were given a net book 
value of HK$1.9 billion. HKT's current 
earnings multiple would Pre a total 

resent market value of about HK$32 

illion for the London parent's stake in 
CWHK. 








casting facilities. The consortium may 


also bid to launch a second satellite to | 


service Thailand's domestic telecom- 
munications market. 

The satellite's main ground station 
will be established in Hongkong at a cost 
of HK$117 million. The satellite itself 
cost nearly HKS$1 billion. Barring 
another mishap, the satellite should 
have a pay-back period of three to five 
| years, and a life of eight to 12 years. 

In the longer term, HT aspires to gain 
a major share of Hongkong’s interna- 
tional telecommunications market. The 
cable TV franchise, while expected to be 
immensely profitable in itself, is a first 





stage to HT providing international tele- 
| communications services to Hongkong 
residents. 
| his prize is worth fighting for. 
| Stockbrokers Barclays de Zoete Wedd 
calculate that operating margins. on 
Cable & Wireless’ Hongkong interna- 
tional business soared between 1985 and 
1988 from 46% to 64%. 
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chise would oblige the government toat | 
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Boxed into a corner 


Malaysia and Thailand settle row over fish crates 


By Nick Seaward in Kuala Lumpur 


A unm damaging trade dispute 

etween Malaysia and Thailand 
has been averted after Thai fishermen 
agreed to use plastic crates to export fish 
catches to Malaysia for a trial period, 
starting 29 April. 

Representatives of the Malaysian 
Fisheries Development Board and 
the National Fishermen's Association 
accompanied by 500 of the new crates 
are expected in southern Thailand soon 
to familiarise the Thais with the new 
packing procedure. 

The agreement has lessened the 
chances of a Malaysian ban on Thai fish 
imports in response to the Thais’ initial 
refusal to switch over to the plastic 
crates by the 1 April deadline set by 
Minister of Agriculture Datuk Seri 
Sanusi Junid. At the moment, Thailand 
exports about 175,000 tonnes of fish a 
year to Malaysia, packed in large 
wooden boxes. 

The row has been simmering since 
the Thai exporters ignored the original 
deadline of 1 January for the introduc- 
tion of the Malaysian-produced crates, 
claiming that they are too poe at 
M$23 (US$8.56) apiece and also too 
small. Since the beginning of April, 
Malaysia has responded by inspecting 
every consignment of Thai fish packed 
in wooden boxes at border-entry points. 
This has caused substantial delays. In 
retaliation, Thai customs authorities 
have levied a M$13 charge on every 
M$23 plastic crate imported from 
Malaysia. 

In the compromise deal with the 
Thais on 21 April, the Malaysians have 
agreed to accept a partial introduction 
of the new crates in the southern Thai 
province of Songkhla, while the Thai 
authorities will suspend the import tax. 

Sanusi told the REVIEW that the size 
of the new crate — 673 mm long, 400 
mm wide and 276 mm high — might be 
too small. But he pointed out that the 
dimensions had been recommended by 
a working group of the Asean Food 
Handling Bureau, of which Thailand is 
a member. “As far as Malaysia is con- 
cerned, the size is negotiable,” Sanusi 
said, “and we have also told the Thais 
that they can manufacture the crates.” 

Malaysia would only insist that the 
crates be made of plastic and be able to 
fit into the metal detector, he said. He 

inted out that Malaysia’s security 
orces estimate that around 700 
weapons have been smuggled in from 
Thailand through various routes over 
the past five to six years and they could 
only guess at the numbers smuggled in 
with fish. 





However, in a few years, the prob- 
lem might resolve itself. According to 
Ministry of Agriculture projections, 
Malaysian catches are increasing at such 
a rate — due to modernisation and in- 
creased deep-sea fishing — that the 
country may become a net exporter of 
fish within one or two years. There is 
even the possibility of reactivating 
Penang’s tuna canneries, which have an 
annual capacity of around 50,000 ton- 
nes. At the moment, Malaysia supplies 
tuna to Thai canneries from a new 
Malaysian fleet established at Kuantan 
last year in a joint venture. 


»Paisal Sricharatchanya writes from 


Bangkok: Zealous commercial interests 
backed by an economic nationalism al- 


- 


is considered an important market, buy- 
ing some 120,000 tonnes of fresh fish 
worth Baht 2.5 billion (US$98.81 mil- > 
lion) annually, or roughly 10% of Thai- 
land's assorted marine-products ex- 

rts. But though Malaysian statistics 
indicate that Thai imports supply about 
20% of Malaysian fish demand, the 
Thais believe that they have been sup- 
plying some 60-70% of the Malaysian 
market for several years. 

The Thais see the plastic boxes as an 
extra expense that will inevitably push 
up fish prices for the Malaysian con- 
sumers. The traditional wooden crates 
which are discarded at the end of each 
E. cost Baht 40 apiece and hold 100 kg 
(30% ice and 70% fish wrapped in plas- 
tic bags and insulated with fum). 

By comparison, the plastic box has a 
50 kg capacity. The Malaysians first in- 
sisted on an ice:fish content ratio of 2:1 
but later modified it to 1:1. It was first 
offered to the Thais at Baht 230 apiece 
but the Malaysians later amended the 
offer to a M$2 rental charge. That fol- 
lowed a Thai rejection of straight pur- 
chases, on the grounds that they would 


Thai fish handlers and the plastic crates that solved the crisis. 


legedly based on inaccurate data are 
seen here as the causes of the recent 
Malaysian requirement for Thai fish ex- 
porters to use plastic containers. Offi- 
cial negotiations between the two sides 
in recent weeks over the plastic boxes' 
specifications hit a stalemate. At 

angkok's initiation, a trial run involv- 
ing the pue operators on both ends is 
scheduled for 29 April to test their tech- 
nical, and economic viability. 


&é"T" he two governments in fact should 
not be involved at all. The private 
operators should know what is best. But 
we have to get involved to sort out the 
problems [arising from the Malaysian 
requirement]," says Plodprasop Suras- 
wadi, Fisheries Department deputy di- 
rector-general and the chief Thai 
negotiator. 
Thai officials and southern fish ex- 
porters say they will try to comply 
with the Malaysian regulation. Malaysia 


have to invest in at least five sets of 
boxes to maintain the same trade vol- 
ume (taking into account the number of 
boxes in circulation). 

Officials here say they support in 
principle the stated Malaysian aims of 
modernising its ogee i industry and im- 
proving the quality of fish imports. But 
they argue that the use of plastic con- 
tainers in long-distance transport is 
feasible only with refrigerated trucks 
and where both points are equipped 
with cold storage. At present, such 
facilities are non-existent; wooden 
crates containing the fish are trans- 
ported on ordinary ten-wheelers, some 
with trailers. 

Meanwhile, Malaysia's concern over 
the smuggling of firearms and narcotics 
in wooden crates is given little credence 
here. Plodprasop commented: *We are 
sympathetic to their security concern 
but this problem should not be tackled 
in the fishery forum." [a] 
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if you are serious about investing 
in Asia's volatile stockmarkets.. o 


ASIAN MARKETS MONITOR, a weekly newsletter intended for the serious individual 
or institutional investor will keep you well informed with timely reliable news and in- 
formation from which you may well benefit when planning investments. 
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of Asia's fast paced stockmarkets. The kind you need to help you assess your current 
portfolio and to plan your future moves. 
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While AMM can't guarantee you success and profit, it can help you to eliminate some 
of the uncertainty you might otherwise experience. In short, you will be better pre- 
pared by being better informed to make investment decisions now and in the future. It 
is always recommended however before investing that you seek professional advice. 
A Heritage Second To None 

AMM is prepared and published by National Fair Ltd., a wholly owned subsidiary of 
Review Publishing Co. Ltd., publishers of the highly regarded Far Eastem Economic Review, Asia’s recognized authority on the 
regions’ political, economic and financial affairs. Our Company's considerable experience goes into making AMM an authorita- 
tive source of market information. 

A Wise Investment | 

With an annual subscription price of only US$599, less than the cost of a weekly lunch at a good restaurant, AMM could well 
prove to be the least expensive investment you make this year. It might also prove to be the one of the wisest. Read what this 
report has to say before you make your next investment decision. 

Unqualified Money Back Guarantee 

If for any reason after you've received AMM you wish to cancel your order you may do so at any time and receive a full refund 
of the unused portion of your payment. 

Don't Delay . . . Order Now 


Order now while you're thinking about it and begin receiving the kind of information you want and need about the HONG KONG, 
SINGAPORE, MALAYSIAN, PHILIPPINE, TAIWANESE, THAI, AND KOREAN stockmarkets. 
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ATTITUDE AND TECHNICAL EXCELLENCE 
~ EQUALLY IMPORTANT IN ACHIEVING RESULTS - 








Kick Orr: That it gave its name to the many sports that declare themselves 
_. football’ is indicative of two things. 





Firstly, that football (or soccer as we must now specify) is an original sport 
(referred to in Chinese history as early as 206 BC). And secondly, that all 
forms of football consider their own pre-eminent. 






Tue WonLb's NumBer One: Today, soccer is the world's most 





popular football code. It is a game of fluid movements and varied patterns. 





Although individual attacking raids 






and the flair of the gifted performer are- 
spectacular, it is fair to say that football 
"omm is essentially a team game. 

Fig. 2: Options for Success. p THE TEAM: To score goals, the 
ultimate aim of the game of soccer, accurate passing of the ball amongst team 
members is paramount. Because of this interdependence, a spirit of camaraderie is _ 
essential to the competitive team. | 

Attitude is as important as technical excellence in achieving 
results. By practising a great deal together and learning team skills, the 
team can develop that most rare commodity: confidence in each other. 

For, as in all team endeavour, confidence and competence are two 
sides of one coin. 

The ‘team’ philosophy has been integral in the ascension of Westpac as 
Australia’s world bank. 

To talk trade and project finance, foreign exchange and interest rate risk 
management, capital and money markets, contact Australia's largest and most 
EY experienced banking and finance group. 

E Westpac 
ae Australias world bank. 
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Fig. 4: Specialist to the fore. 





Bahrain; Beijing, Chicago, Columbus, Frankfurt, Honiara, Hong Kong, Houston, Jakarta, Jersey, 
Kuala Lumpur, London, Los Angeles, New York, Port Moresby, San Francisco, Seoul, iE Sova; Syäney, 
iei nh Tarawa Bairiki, Tokyo; Vila, a Wellingtons, 
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Fig. 3: Play by the Rules. 








YOUR NEW BASE FOR WORLD MARKETS 


Dubai's Jebel Ali Free Zone has now made it easy = No personal income taxes 
for international companies to set up trading and 
industrial bases in the Middle East 


Corporations such as Arco, British Petroleum, Black 
& Decker, McDermott, Halliburton, Union Carbide 
and Shell have already taken advantage of these 


exciting trade freedoms and benefits unique to infrastructure, state-of-the-art communications, 
Jebel Ali accommodation, hotels, hospitals, security 

Just look at these advantages and every modern amenity, this 45 sq. km business 
m 100% foreign ownership opportunity is your new frontier for world markets 


# No import duties/export taxes 
m No sponsorship restrictions 
m Unlimited cheap energy 


With superb facilities including an extensive 


m Unlimited transfer of profit and capital 
= No corporate taxes for a minimum of 15 years To find out about these freedoms contact 


Jebel Ali Free 
Zone Authority 
THE PRIDE OF DUBAI 


Marketing Dept No 07 P OQ. Box 3258, Dubai, United Arab Emirates, Tel: Jebel Ali 56578 
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EC will demand a price for access after 1992 


_ Europe's single challenge 


By Anthony Rowley in Brussels 
Europe has rejected 
the notion that the 
orFoe? | ist century belongs 
to the Pacific Rim 
countries. By setting a 
date — 31 December 
1992 for the re- 
moval of remaining 
barriers to the movement of goods, ser- 
vices, capital and people across the bor- 
ders of its 12 member states, the Euro- 
pean Community (EC) believes it will 
get in train a European economic renais- 
|. sance well before the 20th century is | 
-Ovér. | 
Not only economic but political, too 
— the emergence in fact 
of a United States of 
Europe providing the 
biggest single market 
and trading bloc in the 
world and capable ulti- 
mately of playing a 
much bigger role in its 
own defence and sec- 
urity. This will be a 
Europe not only of the 
12 EC countries, but al- 
most certainly. of the 
European Free Trade 
Area (Efta) six, too. 
This vast market of 
320 million people — 
350 million if Efta is in- 
cluded (and even bigger 
if, as hoped, economic 
cooperation can be 
| achieved with some of 
the Soviet bloc coun- 
tries of Comecon) will, in the view of of- 
ficials in the EC headquarters in Brus- 
| sels, be a dynamic entity for global as | 
| well as intra-European growth. 
| Some estimates suggest that the for- 
mation of the EC in 1957 added 2-4 per- 
| centage points of growth to world totals | 
during the 1960s before stagnation and 
| “Eurosclerosis” set in with the exhaust- 
| 
| 
| 
| 











Without 
accompanying 
.] economic 
|| measures 





;] accompanying 
economic 
measures 











ing of the initial dynamic and with the 
oil shocks of the 1970s. Since 1981, EC | 
economic growth has averaged just | 
1.76% a year, but some say this could 
rise by at least one percentage point a 
year by 1992 and quite sharply beyond 
that. again with spinoff for the rest of 
the world. 
| In the course of extensive interviews 
“> conducted by the REVIEW an alterna- | 
tive view emerged, however: that of a 
Europe much more self-sufficient and 
i' self-centred after 1992, where Euro- | 
pean countries prefer to trade and in- 
vest more among themselves than with 











the rest of the world, to the detriment of 
internal and external growth. 

What was acknowledged by virtually 
all sources is that the price for non- 
European countries to gain access to the 
European "Club of '92" will be heavy by 
way of reciprocity. The Fortress Europe 
of such simple protectionism as national 
quotas could give way to a complex 
citadel of Europrotectionism enshrined 
in community-wide quotas, a generally 
stiffer trade policy and less liberal 
policies towards outside investment. 

Most disturbing perhaps for the rest 
of the world is the fact that the Single 
European Act (of July 1987) creating 





GROWTH AND THE SINGLE MARKET 


Economic consequences 





the so-called Single Market within the 
EC was passed by the 12 national parlia- 
ments, and by the European Parlia- 
ment, without any meaningful considera- 
tion being given to the impact on exter- 
nal trade and investment. 

Preparations for 1992 coincide with 
the Uruguay Round of tariff-cutting 
negotiations within the Gatt. However, 
while EC officials say there will be con- 
vergence between the two events, Gatt | 
officials in Geneva can offer no such as- | 

| 
| 
3 


surances. They have not yet had time to 
study the likely global impact of 1992. 
An official at the “Organisation for Eco- 
nomic Cooperation and POEA 





Barriers to imports: page 129 
EC farm reform: page 132 
Free-trade zone expands: page 133 

Born-again polici as 
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(OECD) in Paris said that “Brussels re- 
gards 1992 as its own business.” 

Comments made by senior officials 
suggest that countries in Asia and else- 
where should be treating 1992 very. 
much as their business too. 

EC Commissioner Willy de Clereq, 
who handles external trade relations. 
with Asia, said that access to European 
markets for outside countries would be- 
on the basis of "guaranteed" reciprocity |. 
of market access. Jacques Delors, pri 
dent of the EC's executive commi 
suggested at a London press conference 
that the EC's “more open economies". 
should be prepared to “come into line" 

with [potentially more | 
restrictive] common ex- 
ternal policies. — 


peer. given overal ‘re 


sponsibility fo 

tion ofthe internal ma 
ket) suggested, only 
halt-jokingly; to the 


REVIEW that “the out-o 
side impact is the worry 
of those concerned” and 
that “third countries 
cannot be guaranteed a. 
liberal trade policy” in 
the run up to 1992 and 
beyond. 

An OECD source. 
suggested that manufac- 

turing investment by 
REVIEWTABLE by Ay Twe EC countries outside. | 
Europe would be "lower than it might 
otherwise have been" after 1992 — a 
sentiment echoed by a secretariat mem- 
ber of the European Round Table of In- 
dustrialists in Paris. Tran Van Tinh, 
chief of the EC permanent delegation to 
Gatt in Geneva, also commented to the 
REVIEW that European business would 
| prefer to look more to Europe itself for 
markets and for product and compo- 
nent sourcing after 1992. 

None of these issues has been 
examined in any detail in the various re- 
ports commissioned by the EC to study 
the impact of 1992 — in the Padoa 
Schioppa report of April 1987, for in- 
stance, or in the Cecchini Report pub- 
lished in outline form in March. 

This latter report suggests that the. 
economic gains to the EC overa period 
of some five years after 1992 should be | 
of the order of 200 billion ECU (Euro- 
pean Currency Units, roughly US$250 | 
billion). This would add about five per- 







































centage points of growth to community 








GDP over this period. It would also cut 
industrial costs by up to 7% and create 
up to 2 million jobs. 

It is difficult to extrapolate from past 
trends what impact 1992 will have. 
When the Treaty of Rome founding the 
community was established in 1957 
there were only six members, which was 
increased in 1973 to nine when Britain 
and others joined, and to 12 with the ad- 
mission more recently of Spain, Por- 
tugal and Greece. 

Imports among the 12 present mem- 
bers of the EC grew from around 13 bil- 
lion ECU in 1958 to 460 billion ECU by 
1986 and exports were worth similar 
sums. Intra-EC trade as a percentage of 
these countries’ trade with the rest of 
the world meanwhile grew from 38% in 
1960 to 58% in 1986. Europe now prides 
itself on being the world’s biggest single 
trading bloc, accounting for just over a 
quarter of world trade or 40% if intra- 
EC trade is included. 

The stated aim is to increase this 
intra-EC trade after 1992 through a 
comprehensive programme involv- 
ing more than 300 pieces of com- 
munity legislation. The programme 
will involve removing frontier con- 
trols to the movement of goods and 
people, adopting common stan- 
dards for industrial products 
throughout the community, har- 
monising rates of value-added tax, 
freeing up the movement of capital 
and provision of financial services 
and opening up public contracts to 
outside bidding. 

Accompanying legislation will 
provide for a common European 
policy on corporate mergers, the 

armonisation of company law and 
a host of connected commercial and 
social measures such as common 
acceptance of professional qualifi- 
cations. 

The underlying objective, 
though, is not simply to liberalise 
trade in goods and services, but to 
create the sort of environment where 
European companies grow into world- 
challenging giants. As the Padoa- 
Schioppa Pd put it, the integration 
of Europe should give European firms 
"a better base for oligopolistic competi- 
tion against US and Japanese rivals." 


or manufacturing industry in Europe, 

the biggest obstacle to such growth 
at present is said to be non-tariff bar- 
riers to trade, such as differing national 
standards for product acceptance. "Big 
corporations still make products to 50 
different specifications whereas when 
the internal market is completed they 
will only need 10," as one commission 
official put it. 

(All internal tariffs have been 
abolished within the community, 
though under the so-called Article 115 
states can still impose quantitative re- 








US ; 
Gains from exploiting economies 
ofscale 


Gains from intensified competition 
reducing business ineffectiveness 





strictions against each other if they can 
show that other EC membersare adopt- 
ing what they regard as an over-liberal 
attitude towards imports from third 
countries, and then re-exporting these 
imports within the community.) 

Only in the field of automobiles have 
standards been harmonised (though 


even then not completely, so as not to | 


make life too easy for Japanese export- 
ers to Europe). Elsewhere — in elec- 
tronics, telecommunications, machine- 
ry, construction equipment and food 
manufacture for instance — manufac- 
turers can produce either to a European 
standard or a local one. As the home 
market is usually the more important 
one, manufacturers produce two de- 
signs. The same goes for third-country 
manufacturers who have set up man- 
ufacturing subsidiaries in the EC. 

After 1992 such differing standards 
will disappear, opening up a truly major 
market, according to the Brussels 
Eurocrats. They like to ascribe at least 








tional enterprises which have already 
established plants within the EC will 
benefit as much as European firms, says 
Brussels. In fact, they could benefit 
more because they do not suffer from 
the inhibition of regarding any one 
European country as more foreign than 
another, as Europeans do. (A recent 
surge in Japanese and South Korean 
manufacturing investment in southern 
Europe reflects this recognition. of 
Europe's potential after 1992.) 


owever, life will not be so easy for 
Asian or other non-European com- 
panies wanting to export to, orinvest in, 
Europe in the run-up to 1992. 
As the use of Article 115 is phased 
out, thereby preventing one EC state 


| applying quota restrictions on imports 


from another, individual countries will 
demand alternative forms of protection 
against the third-country imports con- 
cerned. Brussels' response will be com- 


part of Europe's slow growth to the fact | mon requirements for reciprocal mar- 
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that the biggest single markets in the EC 
— West Germany with some 60 million 
people and France and Britain with 
about 55 million each — are small com- 
pared with Japan’s 122 million or the 
250 million in the US. 

Get rid of restraints within European 
markets, plus the time-consuming de- 
lays in transportation caused by residual 
border controls (on people as well as 
goods), and you have in effect created 
an economic United States of Europe, it 
is argued. 

This, it is also argued, is more relev- 
ant to the future growth of Europe than 


are such issues as the Common Agricul- | 


tural Policy (which is due for reform in 
parallel with the 1992 initiative). Man- 
ufacturing represents more than 90% of 
EC output compared with agriculture’s 
10% . And the prospective financial sav- 
ings would offset the community budget 
deficit, which is equal to about 2% of 
total EC public expenditure. 





REVIEWTABLE by Andy Tang 








ket access in third countries, rather 
akin to the existing Common Exter- 
nal Tariff levied by all EC members. 
Apart from demanding reci- 
procity from would-be exporters, the 
community is likely to formulate a 
common policy on direct invest- 
ment, governing grants and sub- 
sidies that can be paid by individual 
member states. Up to now this has 
not been an area of EC compe- 
tence, but officials say it will be- 
come so. And it will demand reci- 
procal concessions where third- 
country companies want access to 
public-procurement contracts or 
where third-country financial in- 
stitutions want to establish sub- 
sidiaries or branches within the 
community. Entry into Europe via 
whichever country demands least 
by way of reciprocity or offers the 
most generous investment incen- 
tives, will be blocked. 
The definition of what constitutes ac- 
ceptable reciprocity is still very much a 
grey area, however, and there is likely 
to be a good deal of horse-trading 
among different product categories — 
access to the EC steel market perhaps in 
return for more access to Japan's finan- 
cial markets. 

There are a host of other restraints, 
such as certification procedures, 
through which Brussels is likely to im- 
pede access to the community after 1992 
in support of its all-important recipro- 
city policy. The fact that reciprocity is 
such an opaque concept as between 
smaller exporting economies and the 
EC as a bloc appears to offer carte 
blanche in its use as a protectionist 
weapon. 

This weapon is likely to be used 
primarily against the East Asian NICs. 
EC Commission officials worry that the 
falling US dollar and rising US protec- 
tionism will cause East Asian exporters 






Those US and Japanese multina-' | 
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‘increasingly to target 
j Europe, os in the 
light of 1992. 





REVIEWMAP by Barny tea -~ 


assumption is that at 
least some of the Euro- 
pean investment which is 
currently channelled 
there will be diverted to 
the EC’s own low-cost 
member countries in 
southern Europe in fu- 
ture — especially after 
1992. Itisalso arguedthat 
thisprocess willeventual- 
ly be offset by the rise in 
southern European liv- | 
ing standards which the | 
integrated market will | 

i 

i 

| 

| 








Fain 


bring about. 

Aside from their con- 
troversial external as- 
pects, the 1992 measures 
are also causing prob- | 
lems within the commun- | 
ity itself — and a not in- | 
significant amount of | 
foot dragging. | 

In private, commis- 
sion officials acknow- 
ledge that it may not be possible to com- 
plete all the required legislation by 
1992. But their aim is to get enough of 
the substantative legislation through na- 
tional parliaments by then to make the 
process of integration irreversible. 

Most controversal within Europe it- 
self will be the moves towards fiscal har- 
monisation (of value added and cor- 
porate tax rates) because these bear 
directly on national economic 
sovereignty. In fact, the degree to 
which this sovereignty must inevitably 
be eroded as a result of 1992 is some- 
thing which has been given as little at- 
tention in Europe as the external as- 
pects. 

The strengthening of the European 
Monetary System (EMS) in line with 
1992, so as to ensure stable exchange 
rates, especially in the light of enhanced 
freedom of capital movements, is also 
seen as crucial. Persuading Britain to 
join the system is one problem, but an 
even bigger one, as Delors noted, will 
be getting West Germany to accept the 
idea that exchange-rate policy should be 
geared towards creating prosperity as 
much as towards monetary stability. 

If West Germany concedes this point 
and if Britain joins the system, the most 
important result of a strengthened EMS 
— operated possibly by a US Federal 
Reserve-like system of European cen- 
tral banks — could be much greater in- 
tervention in international foreign-ex- 
change markets, to manipulate the 
value of European currencies against 
other currencies. That could be 
, Europe's way of hitting back against the 
| “undervalued” currencies of the East 








Members of the European Community 
and date joined 


Europe's attitude to- I] Belgium — — —, 
wards Southeast Asia is 
somewhat different. The 2— 8 Francee— — — — 


italy e— — — — — te 1957 


OE Britain 


| 10 = Greece omme 1981 





k 











By Shada Islam in Brussels 
5 The EC’s ambitious 
Friend | plan for realising a 
or Foe? | truly single market by 
tearing down all inter- 
nal trade barriers by 
1992 will not be 
matched by any equi- 
s valent moves on the 
external front: Europe’s manufactur- 
ing, agriculture and service industries 
will continue to benefit from existing 
protection. 
If anything, the 1992 deadline has 
awakened the ill-disguised protectionist 
ardour of at least some EC member 






states and industrialists. The EC has | 


paid little attention to the external as- 
pects of its 1992 programme of action — 
a situation officials say is normal. The 
EC did not want to be distracted by ex- 
ternal considerations when working to 
create this frontier-free common mar- 
ket — which is aimed at making life 
easier for the EC, not its foreign com- 
petitors. 

But changes in the group's internal- 
trade policies will have to be accom- 
panied by modifications of its external- 
trade regime. Import policies based on a 
fragmentation of the EC into 12 na- 
tional markets will have to go, if only 
because such national measures distort 
internal competition. The EC will have 
to come up with common policies on 


Common barriers to 
growing foreign imports 


UNITING THE STATES OF EUROPE 


such controversial issues as immigra- 
tion. New common rules for public pro- 
curement and the services sector wi 
have to be drawn up. me 
Since one of the goals of 1992 is to 
tronics and telecommunication com- 
anies through joint research and deve: 
opment schemes and the harmonisa 








firms are hoping to become more effi: 
cient in expanding their foreign sales 
and fighting off the Japanese and South 
Korean threat at home. 

| The economies of scale provided by 
the single market are expected to re- 
duce production costs and improve the 
competitiveness of Europe's carmak- 
ers, manufacturers of industrial plastics 
and the aerospace industry. EC protec- 
tion in these sectors will definitely not 
be lowered and there will be an increase 
in industry demands for more anti- 
dumping investigations against foreign 
competitors. 

On the other hand, the increase in 
prosperity predicted by EC policymak- 
ers could make post-1992 Europe a 
| more attractive market for foreign 
| consumer goods, clothes, steel products 
| and transport equipment and “exotic” 
farm products. Although local indus- 
tries will continue to resist any moves:to 
lower import barriers, EC experts pre- 





boost the competitiveness of EC elec- | 


tion of standards, European hi-tech ' 
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dict that after the creation of 
the internal market, the 
EC's overall imports will go 
up by 7%, and exports will 
rise 10%. 

The EC commission in- 
sists that 1992 will not result 
in a more protectionist or 
more inward-looking com- 
munity. But there are al- 
ready signs to the contrary. 

Convinced that the crea- 
tion of a single, unrestricted, 
market will open up un- 
dreamed-of opportunities 
for foreign exporters of 
goods and services, the EC is 
determined to make its trad- 
ing partners “pay” for access 
to its new post-1992 market. 
The emphasis, more than 
ever before, is on securing 
“reciprocity” in interna- 
tional trade. 

Japan and South Korea 
especially have been warned 
by EC officials that they 
must “open up their markets on equiva- 
lent terms” if they want to benefit from 
any improved access to EC markets 
after 1992. The EC is being prodded — 
by France, among others — to use the 
1992 deadline to toughen up its trade 
policies on the newly industrialised 
countries (NICs). 

French External Trade Minister 
Michel Noir, reflecting concern about 
his country’s poor trade performance, 
says he wants the EC to negotiate a re- 
ciprocal opening up of markets and the 
p of existing trade barriers in 
Japan and the NICs. Both Japan and 
South Korea should also be asked 








Rotterdam's port facilities: protectionist threats. 
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trading partners as harbour- 
ing any secret hopes of creat- 
ing a "fortress Europe." 

“On the other hand, when 
prodded, EC policymakers 
reluctantly admit that some 
defensive import mechan- 
isms will have to be retained 
by the community — in the 
crucial car sector, for in- 
stance. Otherwise, they 
argue, 1992 will benefit out- 
siders as much as (or more 
than) EC companies which, 
after years of national 
tection, may find it difficult 
to cope with free and open 
competition. 

Just what do EC indus- 
trialists and member states 
fear? It is that the scrapping 
of border controls, elimina- 
tion of technical barriers 
hindering the passage of 
goods from one national 
market to another and the 





to stop violating intellectual-property 
rights and put an end to any rules which 
favour the US over the EC. 


rance is lobbying ferociously to stop 

the EC from allowing the noble in- 
ternal goals of 1992 to spill over into in- 
ternational trade relations. Similar con- 
cerns have been voiced, albeit less emo- 
tively and less publicly, by Spain, Italy, 
Portugal and Greece. 

These demands put EC policymak- 
ers in a difficult position. With the 
Uruguay Round talks on international- 
trade liberalisation reaching a critical 
stage, the EC is loath to be seen by its 





standardisation of health 
and safety norms will make selling 
in Europe easier and cheaper for Ja- 
panese, US and South Korean com- 


| panies. 


EC experts reckon that doing busi- 
ness in 12 separate national markets 
boosts costs by 7-15%. Once the bar- 
riers come down, foreign goods will be- 
come cheaper. 

Foreign exporters also stand to gain 
in other ways. In theory, at least, access 
to post-1992 EC markets should get less 
complicated. The creation of a single 
market will force the EC to start stream- 
lining its still chaotic common commer- 
cial policy. 











One big market — at a price 


By Charles Smith in Tokyo 


apan is "basically appreciative" of 


the EC's attempt to introduce a uni- 
fied market by 1992 but harbours some 
worries about the implications for 
world trade. The biggest concern, ac- 
cording to Katsuo Seiki, director of the 
Ministry of International Trade and In- 
dustry's Western Europe division, is 
that Europe could become even more 
autarchic than it is today, and even 
more prone to take the view that it “does 
not need Japan." 

- Against this has to be balanced the 
impact of market unification on Euro- 
pean growth. A 5% increase in the EC’s 


GNP and the creation of 5 million new - 


jobs — two results that have been prom- 
ised by Eurocrats — could have a signi- 
ficant impact on the world economy, 


boosting trading. opportunities. outside 


the region as well as in it. The question, 
says Seiki. is whether 






size of the pie will outweigh the negative 
implications of a more inward-looking 
Europe. 


General considerations aside, Japan 
sees some important specific benefits - 
from market unification — assuming. 
that the EC plays by the rules it has set. 


itself. The opening of the entire Euro- 


pean market to free movement of goods. 


should spell the end of discriminatory 
import barriers in individual countries. 


This should mean that countries like 


‘Italy and France which have been- 


blocking Japanese car imports through 
quotas or restraints on the certification 


of new cars will be forced to liberalise ea 


their markets. 


Seiki also thinks Britain's *gentle- - 


man's agreement" on Japan's share of 


the British car market might haveto go. : 
Technically, the British agreement. is ; 


between industries rather than 









ments, and is- thus outside the scope f 
the- market-unification programme. 
But a private agreement. on market 
shares would mean little in a situation 
where Japanese cars could be shipped 
into Britain from any other EC member 
country without restraint. 

The snag about unification of the car 
market (and other markets in which 
individual EC countries operate re- 
straints against Japan) is that EC-wide 


"discriminatory restraints might suc- 


‘ceed country barriers. Japanese offi- 
cials expect Italy to insist on this as. 
a condition for dismantling the exist- 
ing Italian. quota system. An EC-wide 
limit on car imports. however, might 
well run counter to Gatt rules, which do 
not m d n 





trols. ; : 
a hopes touse the Gatt i Ungua 
: Round as the inks G to mas he d such is- 
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libe alisation of er 











“A MAY 1080 e FAR EASTERN ECONOMIC REVIEW 











The EC will have to take a long-over- | 
due look at the 736 or so legal and illegal | 
national quotas, restrictions and ceil- | 
ings which continue to regulate Bae 
tional imports of such items as cars, | 
motorcycles, footwear, sewing | 
machines and radio and TV sets — but 
which are clearly incompatible with the | 
1992 goal of complete economic inte- | 
gration. | 

| 
| 


he strict division of EC-wide textile 
and steel import quotas into further 
national sub-ceilings will have to end, 
because 1992 effectively outlaws any | 
such fragmentation of the EC market. 
Similarly, the existing method of na- 


tional redistribution of duty-free 
benefits granted under the EC's | 
generalised oa of preferences | 


(GSP) will no longer be valid. 

Member states will not be able to re- 
sort as easily and quickly to special mea- 
sures which allow them to block imports 
of foreign goods already in free circula- 
tion in the EC. Under Article 115 of the 
Treaty of Rome, EC countries can, for 
economic reasons, set up internal-trade 
barriers designed to stop the deflection 
of foreign imports from one member 
state to another. Such barriers, in clear 
contradiction with the 1992 goal of the 
free movement of goods within the EC, 
will have to go. 

An abolition of national subdivisions 
of GSP, textile and steel quotas will, in 
principle, work to the advantage of the 
EC’s trading partners which have often 
complained about being “unfairly” re- 
stricted to one national market when 
they could expand sales in other coun- 
tries. 

In practice, however, 


things will 





| obligations, as well as its 


| out of the debate. 





work out differently. The EC’s trading 
partners will have to promise that they 
will not permit any “excessive concen- 
tration” of their exports on any one na- 
tional market. Member states may — in 
exchange for giving up the right to in- 
voke Article 115 — demand that the 
community be less sticky about inves- 
tigating accusations of dumping made 
against third countries and be more 


| generous in granting financial assistance 


to “ailing” industries. 

Similarly, though national import re- 
| strictions which obstruct free E 
tion between EC member states will be 
abolished as planned, they may in some 
cases, be replaced by EC-wide restric- 
tions. 


This is especially true for EC imports | 
of cars. EC officials insist that national | 


restrictions on imports of Japanese cars 
applied individually by France, Britain, 
Italy, Spain and Portugal 
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The Simeone S 
capital gains. 


In the brave new 
world of .1992, it 
should. be. as.easy to 
| move capital around 
| the EC as it will be to 
move goods, services 
X — and people. i 
banks and other fi- 
nancial institutions should be-able to 
offer common services, under common 
conditions, throughout the E 
But it will not be as easy to shift capi- 

tal into and out of the EC, as me 
will still have discretion to apply 
ee controls against aed countr 



















must be scrapped. But, at 
the same time, EC Commis- 
sioner Willy de Clercq ad- 
mits that community car- 
makers cannot be exposed 
too soon to Japanese com- 
petition. 

EC officials emphasise 
that it will be very dif- 
ficult to reconcile de- 
mands for protection made 
by industry and member 
states with the EC's Gatt 


commitments not to add to 
the list of protectionist mea- 
sures already in force. The 
emphasis on  reciprocity 
could take some of the heat 
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EC building in Brussels: looking beyond 1992. 

















offering as Jit of the u unification 


cites market unification as a main 


programme. Liberalisation of areas 
Such as banking and insurance could 
hold out big opportunities for Japan but 
ld have to be balanced by some 
iful concessions. 











_ the life and non-life assurance indus- 
ight be particularly hard to dis- 
given the Japanese industries’ 
ted 1 range of products and tendency 
aly Reavy on bureaucratic gu 








for Japanese companies 
ave invested heavily in manu- 
t facilities i in Europe, but not all 
h companies appear to be particu- 
arly impressed by the likely results. 
_ Sony Corp., which operates seven West. 
E ean plants and is about to open an 
uid ys it can already ship products 

e 













-that the -advantages 


1 Motor, on 1 the other hand, 





ntrols on foreign participation | in 


' within the EC without re- 


er. liberalisation would be 


reason why its strategy of committing 
resources heavily to on-the-spot manu- 


_ facture of cars (something no other Ja- 


panese company has done) was correct. 
Nissan's British car plant, which is due 
to start exporting later this year, is ex- 
pected to find the doors of other mar- 
kets opening to it more readily than 


would have been likely under the old EC 
trading rules. 


Apart from short-term marketing 


: ‘considerations, some analysts feel there 
market ‘unification should be 


are negative reasons why Japan may be 
compelled to invest more in Europe as 
unification gets under way. Japanese 
officials say they have been warned by 
European opposite numbers that a 
major reorganisation of industry could 
take place in the EC in the early and 
mid-1990s with many markets being 
eventually dominated by a handful of 
huge, . oligopolistic companies. Japan 
will do its best to play a parti im this pro- 


cess. But it also risks being shut out of 
an increasingly self-sufficient European 
marketplace. ; s 














| tal markets. One motive, as a senior EC 
























] nancial institutions will be able to par- |. 


ticipate equally in the financial super- | 
market, unless their own countries. 
make it worth Europe's while. 
There are protective and nation- 
alistic elements as much as liberal | 
idealism behind the plans to free up 
Europe's capital exchanges and capi- 


official conceded to the REVIEW, is 
to help foster the growth of European |. 
multinational enterprises capable of 
competing with any foreign giants. 
Euro-enterprises in manufacturing are . | 
deemed to need financial services on a 
Euro-scale. 

Another motive is to give European 
financial institutions — beyond the al- 
ready-global firms in the City of London 
— à chance to become world-scale en- 
terprises, again capable of competing 
with foreign institutions. The word “for- 
eign," though all-embracing in theory, 
can be interpreted to mean Japanese 
and, to a lesser extent, US institutions. 

Just as the principle of reciprocit 
now characterises bilateral attitudes to 
wards the granting of banking or sec. 
urities licences to third-country in- | 
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stitutions in Britain and elsewhere in 

















Europe, so a similar principle will be 
adopted on a community-wide basis 
after 1992. 

This reflects an abiding feàr in 
Europe'that, otherwise, the likes of Ja- 
panese banks and securities houses 
could quickly come to dominate the 
EC's banking and capital markets. Le | 
défi Japonais is nowadays taken more 
seriously than /e défi Américain, be- 
cause US financial institutions have al- 
ready made a major onslaught on Lon- 
don and elsewhere. The US, however, 
offers great access to its own financial 
markets. 

The objective of bolstering the com- 
petitiveness of Europe's manufacturing 
and financial enterprises is primary, 
though other considerations — such as 
making it easily possible for individuals 
in any EC country to open bank ac- 
counts, take out mortgages, buy insur- | 
ance or financial securities in any of the 
12 countries — do play some part. 

Robert Hull, assistant to the direct- 
or-general in the Financial Director- 
ate-General of the EC Commission, 
put it this way during a public presenta- 
tion earlier this year: "It is essential for 
the manufacturing sector's competitive- 
ness that the financial sector [in Europe] 
should be as competitive as possible. 
The aim is to make it easier for the cor- 
porate borrower to treat the EC as a 
single market." 

This in turn suggests some erosion of 
the London-based Euromarkets in fu- 
ture, insofar as European borrowers or 
securities issuers who presently choose 
to use London to raise money may find 
it equally easy to use their liberalised 
domestic market. By the same token, 
borrowers and issuers from third coun- 
tries may find the integrated European 
loan and capital market more attractive. 

The first step is to liberalise capital 








movements and exchange controls 
among the member countries. Ex- 


change controls still exist in a number of 
EC countries. But under legislation 
adopted by the EC Commission late in 
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he 1992 deadline for the creation of a 

single European market has speeded 
up the painfully slow and still uneven 
process of EC farm reform. It has forced 
EC leaders to take steps to curb runaway 
agricultural spending, making more 
budgetary resources available for 
Europe's industrial and services sectors 
and for poorer regions of the south. 

The dismantling of EC trade barriers 
will not, however, have a direct impact 
on farm policies. Barring technical ob- 
stacles created by national health and 


sanitary regulations, the free circulation | 


goals of 1992 are already in force in 
intra-EC farm trade. Agriculture is also 
one of the few areas where the 12 mem- 
ber countries have given up their na- 
tional sovereignty in favour of a common 
EC-wide policy, implemented by farm 
experts based in Brussels. 

Nor do the EC's heavily subsidised 
farmers need any form of special post- 
1992 assistance to maintain the competi- 
tiveness of their exports on world mar- 





Holding ground on farm rules 










kets. The Common Agricultural Policy 
(CAP) not only provides them with 
generous export rebates, but also pro- 
tects them, through an impressive array 
of quotas, levies and tariffs, against for- 
eign competition. Such safeguards will 
not be dismantled. 

The CAP does even more. It provides 
farmers with an open-ended legal 
guarantee that the EC will buy every- 
thing they produce. Little wonder then 
that the EC's 10 million farmers remain 
unconvinced of the need to change the 
CAP. Their tendency to churn out huge 
cereal, milk and meat surpluses — 
which are then unceremoniously 
dumped on world markets — has, how- 
ever, made the EC extremely unpopular 
with other farm-exporting nations. 

But the main impetus for reining in 
CAP expenditure has come from within 
the community. Britain in particular in- 
sisted that it would only agree to increase 
the EC’s overall budget — so that finan- 
cial resources could Keep up with its 1992 





1987 it will, by 1991 at the latest, be pos- 
sible for corporations or individuals to 
move capital freely around the EC. 
There will then be what officially is 
termed a "European financial area.” 


A: official commission communiqué 
published at the time the legislation 
was adopted, made it clear that though 
the ultimate aim should be to liberalise 
capital movements to and from Europe 
in line with the proposed freedoms within 
the EC, initially the most that could be 
expected was for individual EC coun- 
tries to “keep the commission informed” 
of exchange-control measures in force or 
to be taken against third countries. 


Creation of the European financial | 


area 
TIMES 


will not itself mean an integrated 
capital market exists within the 








EC. That will require major in- 
stitutional and regulatory reforms 
— mainly, the freedom to offer fi- 
nancial services on a Europe-wide 
basis. 

The Treaty of Rome, upon 
which the EC was founded, did 
provide for freedom of establish- 
ment (to set up branches and sub- 
sidiaries) in banking throughout 
the community — putting Europe 
technically ahead of the US in this 
respect — but it did not pro- 
vide banks with the ability to 
sell services across national front- 
iers. 

This deficiency in the treaty 
(and in what was called the first 
Banking Directive in 1977) is 
made good in the second Banking 
Directive published in January 
(REVIEW, 28 Jan.). In essence, 























this introduced the concept of the 
“Single Banking Licence” whereby any 
bank subsidiary licensed to operate 
within any one member country of the 
EC will be automatically free to operate 
within all member states — hopefully by 
1989, but in any case before 1992. 

The commission has committed itself 
to codifying a set of "core" banking ac- 
tivities which banks will be free to offer 
throughout the EC, thus obviating any 
conflict over whether institutions are 
free to behave as "universal" banks or 
whether restrictive national legislation 
as to what constitutes banking should 
intervene. It seems certain that sec- 
urities business will be included in the 
core activities now that Britain (under 
the 1986 Big Bang in London) has RU 
ped its separation of commercial bank- 
ing and securities activity. 

All this raises crucial questions of re- 
ciprocity on the part of third countries 
because the EC is determined that for- 
eign banks shall not simply march into 
the EC and profit from liberalised Euro- 
business. Legislation to repeal the 
Glass-Steagall Act is now moving 
through the US Congress. And Japan 
will have to get rid of the equivalent Ar- 
ticle 65 in Japan, which forbids univer- 
sal banking, before it can offer accept- 
able reciprocal access. 

The definition of reciprocity, like 
that of core banking activities, is going 
to be worked out on an EC-wide basis. 
This means that the lowest common de- 
nominator principle, whereby a third- 
country bank could obtain a Single Li- 
cence in the country where reciprocity 
requirements are lowest, shall not apply. 

One source close to the EC Commis- 
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ambitions — if EC heads of government 


. "agreed to a series of legal and binding 


limits to reduce spending in the farm sec- 
tor. 

These legal ceilings — and a new, 
more generous budget taking EC re- 
sources up to US$52 billion — were 
agreed by community EC leaders at a 
special emergency summit held in Brus- 
sels in February this year. As a result, 
the community has agreed to introduce 
specific mechanisms, called stabilisers, 
designed to control spending in each of 
the 10 major farm sectors, including 
cereals, oilseeds, milk and beef. Under 
the system, EC farmers face automatic 
price cuts if they overshoot certain pro- 
duction thresholds. 

As an incentive to reduce the area 
of land under cultivation, farmers will 
also be paid to set aside land. In 
addition, cereal farmers will face a 3% 
a year price cut once production over- 
shoots a 160 million-tonne limit. Agri- 
cultural spending will not be allowed 
to rise each year by more than 74% of 


the EC’s average growth in GNP, | 
except where currency fluctuations | trade," he underlined. 


| 
| 














have a particularly distorting effect. 

It is hoped that as a result of the new 
package, farm spending will represent 
about 56% of the EC budget in 1992, 
down from today's 70%. 

The EC's efforts at farm reform have 
been greeted with relief by its com- 
petitors. But, there is a flip side. Con- 
vinced that they have made all the sac- 
rifices they can, EC negotiators involved 
in the Uruguay Round of talks on world 
agriculture now under way in Geneva 
are adopting what one angry US senator 
described as an “aggressive and pugna- 
cious" attitude. 

EC negotiators have made it clear 
that they will not go along with US and 
Cairns Group proposals for an end to all 
farm subsidies by the year 2000. As EC 
farm commissioner Frans Andriessen 
pointed out in Brussels recently, the EC 
does not think it desirable to eliminate all 
support measures for its farmers. *Our 
dedication to the family farm and our 
duty to protect farm incomes do not 
allow us to expose European farming to 
the full impact of unmitigated free 
— Shada Islam 
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sion in Brussels expressed frankly to the 
REVIEW the fears of the EC about for- 
eign penetration after 1992. “I think 
that US and Japanese banks have a 
greater facility to make use of what is 
available in Europe than do the EC’s 
own banks. This is simply because legis- 
lation exists in various member states 
which is very protectionist and which 
looks at things from a purely local point 
of view.” 

Domestic banks will be free from 


such restraints after 1992 while being | 


protected by reciprocity requirements 


(and perhaps by exchange controls, too) 
from the full onslaught of outside com- 


petition. 
Reciprocity promises to be a vexed 
question, not least because, as ac- 
countants/management consultants Ernst 
& Whinney in London (which has studi- 
ed the financial implications of 1992 in 
some detail) points out: “Resolution of 
disputes on financial services could well 
be linked to deals over other disputes, 
such as over manufactured goods.” 
Relatively open financial markets 
such as London's feel that their future 
position could be compromised in this 
respect, Ernst & Whinney notes that 
"the principle of reciprocity means that 
if an institution from one EC country is 
refused a licence by a non-EC country, 
all EC countries would refuse new [i- 
cences to institutions from that country. 
Likewise, such a country could refuse 
new licences to all EC countries if one of 
its institutions is refused a licence by 
"only one EC country." 
Banks from non-EC countries, and 
especially those of Japan — which are 








marching boldly across Europe — and 
the US, will face similar restraints. 
Those already established are consi- 
dered as EC institutions and will thus be 
able to establish new branches and to 
offer services across borders in Europe. 
But prospective new entrants (by estab- 
lishment or acquisition) will be permit- 
ted to enter an EC country only if recip- 
rocal rights exist in their country for the 


| banks of all EC countries. 


The commission will issue parallel 
directives harmonising banking-super- 
visory standards throughout the EC, 
since when the second Banking Direc- 
tive comes into force the country which 
issues a Single Licence will be responsi- 
ble for supervising the activities of the 
licensed institute throughout the EC. 
Otherwise here again the lowest 
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| future. 


| the two sets of economies. Technical 
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The free-trade 
zone expands 


The move to integrate 

Friend | the economies of the 

or Foe? | EC and Efta to create 

ja "European Eco- 

nomic Space" (EES), 

in parallel with the 

i EC's plan for a single 

E E market, means dis- 

mantling the fiscal, technical and ad- 

ministrative barriers to i 

fewer than 18 European nations wi 

total of more than 350 million inhabit- 
ants, i : n 

The prospect- of. 

"homogeneous and dynami 
obvious attractions for 

rather like the idea of a bi 






















































milestone in the course of recent Euro- 

pean economic history, gove 4 
ministers from member states of the 
and Efta met in Luxembourg. They 
solved to overcome “Eurosclerosis” b 


y 
pulling together as good Europeans in 


ricultural trade) was dependent on dis : 
mantling non-tariff barriers. 

Some 15 inter EC-Efta working 
groups are examining how to integrate 





barriers to trade, such as a framework of 
common standards and the mutual rec- 








common denominator principle 
could take hold, and a third-coun- 
try bank might find it easy to 
slip into Europe through the back- 
door. 

Outside of banking, Euro- 
thinking is a good deal less de- 
veloped on the implications of the 
1992 financial market. There is 
broad agreement in the commis- 
sion on matters such as the con- 
tent and auditing of corporate ac- 
counts, common rules for listing 
on European stock exchanges, and 
on the freedom to offer insurance 
services and such things as mutual 
funds throughout the EC. But the 
general question of freedoms for 
capital-market institutions and 
services is only just beginning 
to be considered. 

— Anthony Rowley 











de Clercq: cooperative Asians to get a slice. 
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 ognition of test results, are typical of the 
subjects being tackled =- a 

All areas of cooperation, except 
trade in agricultural goods, will be co- 
vered. Everything from non-tariff bar- 
tiers to health regulations and freedom 
of capital movement and services will be 
covered, in time. Both sides are anxious 
to get as much as possible of the 
groundwork done by 1992. 

There are considerable problems to 
overcome first, however. For instance, 
the EC and Efta have very different 
ideas on how they should behave to- 
wards the outside world. The EC is a 
customs union with a “ring fence” or 
common external-tariff barrier against 
non-members. Efta is a simple free- 
trade area with no common external tariff. 

Efta officials assured the REVIEW 
that the EES would not involve “gang- 
ing up against the rest of the world.” 
However, it seems certain that Efta's 
traditional openness, compared to the 
EC, will be compromised to some ex- 
tent after 1992. 

For one thing, the EC will begin ap- 
plying much stricter “reciprocity” re- 
quirements against non-member coun- 











‘tries wanting access to the single mar- 


ket. It would be futile doing that if non- 
European exporters were able to thwart 
those requirements. by shipping to the 
EC via Efta. So, Efta will come under 
increasing pressure to apply its own re- 
ciprocity laws. 

Exporters from say, East or South- 
east Asia, could not hope to ship goods 
into the EC via Efta without coming up 
against rules-of-origin requirements, 
though even now many importers in 
Efta prefer to skirt these rules. Rather 
than having to prove that a certain 
minimum percentage of components 
used in an export to the EC originate in 
Efta, manufacturers prefer to buy out- 
side and pay the relevant EC duty 

A manufacturer in Finland, for 
example, may find it cheaper to source 
parts in Singapore rather than in high- 
cost Sweden, even after paying duties. 
This kind of practice could increase 
after 1992 because of the greater mar- 
keting opportunities in the EC — un- 
less, as seems likely, the EC presses 
Efta to unify external barriers. 

Another danger for Asian exporters 
is that Efta manufacturers will begin 








“sourcing components from the lower-" 


cost, recent entrants to. the EC, such as 
Spain, Portugal and Greece. Non-Euro-. 
pean exporters can always retaliate by 
locating manufacturing plants within 
Efta, but so far there is little evidence 
that this is happening. Japanese and 
other East Asian companies are increas- 
ing their presence within the community 
in anticipation of 1992 because costs are 
generally lower there than in Efta. 

It might well be wondered why Efta 
is prepared to go to so much trouble in- 
tegrating its economies with those of the 
EC when more than half of the six coun- 
tries’ exports already go to the EC and 
when a similar proportion of its imports 
already come from there. Likewise, 
Efta is the biggest single export market 
for the EC, taking between 20-25% of 
its exports — more than the US and 
Japan put together. 

The answer seems to be a mixture of 
fear and optimism — fear of accelerat- 
ing Eurosclerosis unless a new dynamic 
is injected and optimism that the boost 
to trade given by closer integration will 
at least prevent the spread of the dis- 
ease. — Anthony Rowley 





















A born-again industrial 
and labour policy 


European industry is running scared be- 
cause of its inability to compete in the mod- 
ern world. It is afraid of the “dynamic new 
4j economies” — a code phrase for Japan and 





V! wake of what European industrialists term 
3 the “Reagan boom.” 

a This is why industry is pushing hard for 
a wider package of 1992 reforms than even politicians or 
bureaucrats have envisaged. Industrialists hope to go beyond 
establishing a bigger, freer market in the EC and in Efta: they 
want, in effect to remould European society, starting with a 
thorough overhaul of the education system and of the Euro- 
pean work ethic. 

The intellectual high ground on such issues has been seized 
by a group based in Paris and known as the European Round 
Table (ERT). Although it exists on the periphery of the indus- 
trial establishment, which is represented by more staid or- 
ganisations such as the Union of Industrial and Employers’ 
Confederations of Europe, the ERT nevertheless represents 
an impressive concentration of super-power and super-wealth 
among European industry. 

Manufacturing industry also needs more capital invest- 
ment to make it competitive, the industrialists’ group be- 
lieves. Enhanced corporate profitability, deriving from the 
economies of scale and increased efficiencies of the post-1992 
‘environment, will help. But, as.an ERT official acknow- 
ledged, “capital is limited and it must go where the optimum 


He suggested that European companies will wish primarily 
to invest in Europe. For instance, northern European com- 


panies might prefer to invest in the lower-cost EC member | 


countries of southern Europe, such as Spain, Portugal and 
Greece, in future rather than in regions such as Southeast 


Asia, where they have traditionally sourced parts and as- | 


semblies. 


the East Asian NICs — and of the US, inthe | 





The boost to European output after 1992 will not come sole- 
ly from manufacturing industry. A joint report prepared for 
the EC Commission and the ERT foresees the need for a mas- 
sive programme of infrastructural investment, especially in 
the transport sector. Public procurement of the hardware and 
services for such projects is due to be liberalised by 1992, so in 
theory contracts will be available to all. In practice, however, 
European companies will benefit most. 

Many areas of public procurement are now covered by a 
Gatt code requiring governments to advertise and provide 
general access to public contracts. The current Uruguay 
Round of the Gatt will probably extend this code to the cur- 
rently “excluded areas” of energy, telecommunications, 
transport and waterworks. 

But the Gatt code is honoured more often in the breach 
rather than the observance. It seems inevitable that Europe 
will make reciprocal access to markets a precondition for al- 
lowing contractors from Japan and elsewhere access to the 
EC’s infrastructure-building boom. 

The most dynamic response so far by European industry to 
the prospect of 1992 has been a rash of takeovers and mergers. 
European corporate liquidity is generally high, and October's 
stockmarket crash left industrial assets looking cheap to bid- 
ders, especially those in slow-growing, mature industries who 
see acquisition as the only way of restoring growth momen- 
tum. 

Apart from the well-publicised bid by Olivetti in Italy for 
Société Générale de Belgique, there has been a spate of 
takeover bids and agreed mergers across European borders 
since 1986. These have involved some of the continent's best- 
known manufacturing and financial companies. 

A common European policy on takeovers and mergers will 
form part of the 1992 package, and the EC Commission has 
begun formulating rules for cross-border acquisitions. This 
should make takeover activity a good deal more transparent 
than it is at present in continental Europe. 

Whether this will open up the continental European cor- 
porate sector to outside takeovers is a matter of doubt. Here 
again, the question of “reciprocity” will be paramount. Japan 
and others can expect an especially tough line, given the diffi- 
culty which European companies experience in trying to pene- - 
trate the Japanese market via acquisitions. — Anthony Rowley 
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AGA had a strong year in 1987. In- 
come was up 20 percent and, for the 
first time in our history, surpassed 
SEK 1,000 million. A number of 
strategic acquisitions have been made, 


= including Rommenholler, Duffour 


< et Igon. DFK Gas and Finska Kol- 
syreindustri. 


American Express Company 


American Express is a world leader in 
payment systems, travel, international 
banking. brokerage, investment bank- 
ing. personal financial planning and 


5; asset management. 


Consolidated net income for 1987 to- 
taled $533 million. American Express 
Travel Related Services, Company in- 
creased profits 16% IDS Financial Ser- 
vices' earnings reached a record high, 
rising 21%. Shearson Lehman 
Brothers acquired the E.F. Hutton 
Group. American Express Bank Ltd. 
reduced LDC debt exposure 37%. 


American General Corporation 


American General's operating sub- 
sidiaries provide insurance and other 
financial services in all 50 states and 
Canada. At year-end 1987, assets were 
$28 billion and shareholders’ equity 
was $4.4 billion. Founded in 1926, the 
company is headquartered in Hous- 
ton. The common stock of American 
General is listed on the New York, 
London, and Swiss Stock Exchanges. 


ANT Telecommunications [4] 


; ANT Nachrichtentechnik GmbH is 
one of the leading companies in the 
telecommunications sector, with ac- 
tivities in multiplex systems, telecom- 
munication cable systems, microwave 
systems, space communications sys- 
tems, special communications systems 
and audio systems. We have about 
7,050 employees engaged in planning, 
developing, manufacturing and mar- 
keting telecommunications equipment 
and systems for both the home market 
and export. 


Asia Credit Ltd. 


't3] 


Asia Credit Ltd., a leading financial 


| institution in Thailand, provides a full- 


range of finance and securities services 
of professional standard to its interna- 
tional clients. 

As a listed company and a licensed 
broker in the Securities Exchange of 
Thailand, ACL continues to play an 
active role in the development of the 
Thai Securities Market. 

Well equipped with its Securities Re- 


| search Centre, one of the industry's 
| most respected, ACL also has the re- 


sources to provide the clients with the. 


most comprehensive information and distinctive strategy for 
investment in Thai capital market. 


Atlas Copco 


E: 


Brunswick 


Atlas Copco is the world's leading 


< company in most of the Group's tradi- 


tional business lines: Compressors, 
mining and construction equipment, 
industrial automation and production 
equipment. 

Atlas Copco has a well-established 
marketing organization with sales 
companies in more than 50 countries 


* and independent distributors in’ 
| another 85 countries. - - 


BFCE stands among the main French 
banks in providing to internationally. 
oriented firms a full range of financial 
facilities and services; ranging from: 
corporate lending or trade financing to 
treasury products and equity financ- 
ing. Through its. presence in the 
world's largest money centers, BFCE 


, is an active participant in currency or 


interest rate hedging as well as in all 
other treasury activities. In 1987, its 
balance sheet reached USD 45 billion. 


BRUNSWICK CORPORATION is the oldest independent lei- 
sure products company in the United States. It has achieved five 
consecutive years of record earnings and 21 consecutive record 
quarters through the first quarter of 1988. Sales in 1987 were $3.1 
billion and net earnings were $168.8 million or $1.90 per share. 
Its stock is traded on the New York, Tokyo, London, Midwest 
and Pacific Stock Exchanges. 
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BRUNSWICK 





Century City Holdings Ltd. 


Century City Holdings Ltd. is an investment holding 

company with principal interest in properties, hotels, 

travel related services, restaurants and securities in- 
vestments. One of its subsidiaries, Paliburg Investments Ltd. 
serves as the real estate and property development arm of the 
Group. Through Paliburg, Century City holds an effective con- 
trolling interest in Regal Hotels (Holdings) Ltd. — a hotel invest- 
ment and management company which owns and manages three 
first class hotels in Hong Kong. Century City also holds Cathay 
City Investments Ltd. which is the investment arm of the Group 
undertaking investment and general securities trading activities. 
The shares of Century City, Paliburg, Regal Hotels (Holdings) 
and Cathay City [Investments are listed on the Hong Kong Stock 
Exchange. 


Cheung Kong (Holdings) Ltd. [1] 


Cheung Kong (Holdings) Limited is an 
investment holding and property deve- 
lopment company. 

A majority of cheung Kong's sub- 
sidiaries and associates are based in 
Hong Kong and are active in the fields 
of investment holding, property deve- 
lopment and investment, container 
terminal operation, import and ex- 
port, telecommunication, retailing, 
project and building management and 
cement manufacturing. 

MARKET CAPITALIZATION (at 
MARCH 15, 1988): HK$17,250 MIL- 
LION 


CSX Corporation 


CSX Corporation is The Company 
That Puts Things in Motion, with an 
asset base of $13.2 billion backing 
worldwide operations in multi-modal 
transportation, energy, properties and 
technology. 


DBS Securities 
9 uUo DBS Securities, which is wholly- 
owned by DBS Bank, commenced 
business on the Singapore Stock Ex- 
change in 1986. The Company rapidly 
became a market leader in Singapore, 
especially in share placements, block 
trading and SESDAQ market making. 
Pre-tax profit in 1987 increased by 
400% over 1986 to reach S$20.9 mil- 
lion. The Company, through DBS In- 
vestment Research. maintains the 
largest professional staff of economists 
and investment analysts in Singapore. 
Investment news from Singapore is 
transmitted daily on Reuters (DSSA- 
Z) and Telerate (7300-9). 


EACHK is one of the Denmark's foremost com- 

mercial enterprises. 
The Company listed on the Stack Exchange of Hong Kong Ltd. 
in October 1987, is a trading and service company with substan- 
tial operations in Hong Kong, China and Taiwan. EACHK'S 
principal activities are: 
+ import, marketing and distribution of: - graphic arts equipment 
in China, Hong Kong, Macau and Taiwan; - capital equipment, 
production lines and plant in China; — consumer products in 
Hong Kong. Macau and China. « shipping agency business, in- 
cluding a wide range of supporting transport related activities in 
Hong Kong. Macau and China; « export and overseas market- 
ing of a wide range of commodities and manufactured products 
from China; and + investment in an office and residential com- 
plex in Beijing, China. 


EPSPECIAL ASSETS LIMITED 


E.P. Special Assets Limited isa public listed Hong 
Kong company associated with the First Pacific 
Group. E.P. Special Assets Limited. specialises 
in acquiring undervalued asset and special situ- 
ations in Asia-Pacific properties and companies 
which are overlooked, unpopular and undisco- 
vered, and then take steps to improve them or 
realise the full values in these assets in order to 
create value for its shareholders. F.P. Special 
Assets Limited actively focuses its attention on a 
small, concentrated portfolio of property and 
company assets and has completed corporate 
and property deals in respect óf assets located 
in Hong Kong, Chína, Japan, Indonesia, Taiwan 
and the Philippines. 1987 earnings after tax and 
extraordinary item increased 581 percent to US$5.47 million. 1987 net asset 
value per share (undiluted) increased by 105 percent. 


Genting Berhad, a top 10 Malaysian 
company listed on the Stock Exchanges 
of Malaysia and Singapore began witha 
modest 200-room hotel. 
Today, not only has Genting Highlands 
Resort become the premier holiday de- 
stination in Malaysia, the Group has di- 
versified into resorts, casinos, property 
development and plantations. Sub- 
sidiary, Asiatic Development Berhad, 
listed on the same exchanges manages 
about 60.000 acres of plantations. 
For the year ended 31st December 
1987, the Group recorded a profit be- 
fore tax of M$168.4 million (US$67.6 million) with a market 
capitalisation of M$1.2 billion (US$467.3 million). 


GM Hughes Electronics 


GM Hughes Electronics (GMHE) is 
the nation’s leading supplier of ad- 
vanced electronics to the defense and 
automotive industries through its 
Hughes Aircraft Company and Delco 
Electronics Corporation subsidiaries. 

` Record earnings, revenues and profit 

“margin were achieved for the second 

“consecutive year in 1987. GMHE 
earnings increased 13% to. $670. mil- 
lion in 1987, and revenues were up 
slightly to $10.5 billion. The 1987 pro- 
fit margin rose to 6.4% from 5.7% in 
1986. 








Hang Lung is one of Hong Kong's 
largest property developers with ex- 
tensive investment holdings. Its 
— > portfolio of rental property, valued at 
2.77757 over HK$6 billion, is held through its 
publicly listed subsidiary — Amoy 
Properties Limited. 
Although Hang Lung's principal acti- 
vity is property development for sale, 
the Group is highly diversified with in- 
terests in hotels, food processing, res- 
taurants, car-park management, dry- 
cleaning services and the operation of 
department stores. 


Hang Lung Development Co. Ltd. 
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Hang Seng Bank Limited, which was 
established in 1933, became a member of 
the HongkongBank group in 1965. 

Hang Seng Bank is one of the largest 
locally incorporated banks in Hong Kong. 
Its consolidated assets amounted to more 
than HK$107 billion at 31st December 
1987 while the consolidated profit for the 
year then ended increased by 21.7% to 
HKS1279.7 million (1986: HK$1,051.2 
million). It has a network of 113 branches 
and offices throughout the territory. 

Its role as a domestic bank has been 
strengthened by a high degree of automa- 
tion and the continued emphasis on 
traditional good customer service. 
















HongkongBank 


The Hongkong and Shanghai Banking 
Corporation, with its subsidiaries and 
associates, ranks among the largest and 
most strongly capitalised banking 
groups in the world. 

It has consolidated assets in excess of 
US$107 billion and more than 1,300 of- 
fices in over 50 countries. 

The largest financial institution in its 
home market, Hong Kong, it has been a 
leading international bank in Asia for 
more than 120 years. It is also the par- 
ent of a number of prominent regional 
and international commercial banks, 
merchant banks, stockbrokers and other specialised financial in- 
stitutions. 
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The Hongkong & Shanghai Hotels, Ltd. 


The Hongkong and Shanghai Hotels, 
Limited, à major property and hotel 
group in Hong Kong owns substantial 
residential and commercial properties 
in the Repulse Bay area and the Peak 
Tramway Company Limited incor- 
porating St John's Building in Central 
and the Peak Tower complex. The com- 
pany also owns The Peninsula and The 
Kowloon Hotels which are managed by 
its hotel management and marketing 
arm. The Peninsula Group. Other in- 
terests of the company include club 
management; food manufacturing; restaurant operations; air 
catering services and laundry services. 










































Inchape Berhad 


Inchape Berhad is an international services and marketing group, 
operating in Singapore, Malaysia, Brunei, Papua New Guinea, 
Indonesia and Canada. . 
The Group acts for internationally known manüfacturers" pro- 

ducts and technologies. Additionally, the Group provides skilled 
specialist services in the markets it operates in. 
Inchape Berhad's key areas of business are: Automotive, Mar: 
keting and Distribution, Contract Manufacturing, | roperty, Fi- 
nancial Services, Timber, Shipping, Travel and E 
vices, Industrial and Agricultural Heavy Vehicles. 


Inchcape 


BERHAD 






































Intraco Limited, an international trading and dis- 
tribution company, is listed on the Stock 
Exchanges of Singapore and Kuala Lumpur, 
Malaysia. Sales for the. Group. in 1986 was 
US$200 million. Shareholders funds stood. at 
US$80 million. 


Intraco trades world-wide in a diversitied range of 
products comprising Building Materials, Electrical 
and Engineering products, Electronics, Food & 
Commodities, Metals, Paper & General Merchan- 
dise, Petrochemicals & Petroleum products, 
Textiles & Leather products: and Timber & Wood 
products. 


The Company and its subsidiaries underiana: | 
third-country trading and countertrading; and 
provide trade facilitation services suchas 
insurance, shipping, transportation and) ware- 
housing. 







INTRACO LIMITED SINGAPORE TE 

























































LVMH Moët Hennessy Louis Vuitton 
is the world’s leading luxury products 
Group. Its prestige brands include: 
Dom Pérignon, Moét & Chandon and 
Veuve Clicquot champagnes, Hen: 
nessy and Hine cognacs, Christian 
Dior, Givenchy and RoC perfumes 
and cosmetics, Louis Vuitton luggage, 
leather goods and accessories. and 
Loewe. 










































Matheson PFC 


Matheson PFC Limited was formed 14 
years ago and is the leading private 
client investment advisory company in 
Asia. With its head office in Hong 
Kong. Matheson PFC Limited has of- 
fices in Singapore, Malaysia and Japan 
with representative offices in In- 
donesia and Thailand. 

: Matheson PFC launched the PFC In- 
ternational Portfolio Fund under. the : 
investment advice of Jardine Fleming: 
and its four classes of Portfolio in April: 
1985 to provide the investor with the | - 
diversification of a well balanced 
portfolio. : 
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_Nixdorf Computer AG 


dn the 1987 financial year, Nixdorf 
| strengthened its international position 


| as a supplier of complete information Please send me without charge Or 


. technology solutions. í 7 : 
>in a strategic. investment program obligation the annual reports of 


aimed at maintaining its competitive : "ox 
advantage, the Group deployed sub- the companies checked below. 
- stantial funds to reinforce its skills and 

resources for the future. Thank you. 

World revenue in 1987 rose 13 percent 

to about DM 5.1 billion. Net income 

was up 19 percent to DM 264 million. 

Fixed asset expenditure, and spending 

on research and development, in- 
creased to an unprecedented DM 1.2 billion. Nixdorf's global 
support network encompasses 580 sales and service bases in 46 
countries. 
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| The Saab-Scania Group manufactures 
automotive and aerospace products: 
passenger cars, trucks and buses, com- 
mercial and military aircrafts, missiles 
and satellites. The Group also deve- 
lops other advanced products in the 
fields of electronics, optics, sensors, 
image processing and energy technol- 
ogy. In 1987 Group sales were SEK 
41,000 m with a profit of SEK 3,600 m. 
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Name 


Sun Hung Kai Securities 27 Title 


7] Sun Hung Kai is a premier securities 
| and commodities broker, and mer- Company 
chant bank. It maintains offices in 
London. New York, Singapore, 
Tokyo and Manila. In 1987, sharehol- Address 
ders’ capital increased by 13% to 
HK$1.1 billion; and Group operating 
profit increased to HK$145.8 million : 
or + 20% on 1986. > ; NM 
| The Annual Report explains more City ——— — — Country. ° 
about the Company and the vision for : 
the future. 
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Australia’s major 


fer considerably. 


Robert Holmes à Court, the man 
who single-handedly came within an ace 
of gaining outright control of Austra- 
lia's biggest company, 
Proprietary (BHP), is seeking to roll his 
pyramid structure, in which one listed 
company controls another, on up to its 
apex, his family companies. It is a 
rationalisation born of necessity. Holmes 
à Court's family companies had sub- 
stantial debts, secured largely by its 
shareholdings in the listed Bell Group. 
The crash slashed the value of those 
shares, and hence the security. 

Holmes à Court's answer was to em- 
bark on a massive asset sell-off, predo- 
minantly through Bell Resources, the 
present base of the pyramid. These in- 
cluded a A$2.1 billion (US$1.6 billion) 
sale. of two-thirds of its BHP stake. 
Then the cash-rich Bell Resources bid 
for the cash-flow arm, Bell Group. It 
was really a reverse takeover, as Bell 
already owned close to 5096 of 
esources. Logically, Bell Group 


Grou 
Bell 
‘should have been the 
bidder, but the method 
chosen by Holmes à 
Court would have 
pushed badly needed 
cash up the pyramid into 
his family companies. 
Unfortunately — for 
Holmes à Court, two 
other entrepreneurs put 
a spanner in the works. 
Sir Ronald Brierley, 
whose Industrial Equity 
Ltd was itself hit hard by 
the crash, and former 
media owner Kerry 
Packer, who did spec- 
tacularly well from asset 
sales ahead of the col- 
lapse — including the 


A$1 billion sale of his TV network to 
Alan Bond — mounted their own bid 
for Bell Resources. Holmes à Court 
was forced to call off his merger pro- 


posal. 


Brierley and Packer are apparently 
working on the assumption that Holmes 
à Court needs access to the cash re- 
sources of his group and will therefore 
have to come to terms with them. How 
it will be resolved remains to be seen. 
© ELDERS IXL is going about things 

differently. The brewing, resources, 
agribusiness and banking group rejects 
the tag "entrepreneur," though chief 


tinctly 


Broken Hill 





Charity begins at home 


* DESPITE the October sharemarket 
crash, or perhaps because of it, some of | 
j entrepreneurially 
minded groups are busily seeking to 
rearrange their corporate structures. 
But the methods they are choosing dif- 


entrepreneurial 

Elders had initiated restructuring 
moves before the crash. The proposed 
reconstruction involved hiving off sev- 
eral of its activities to shareholders as 
separate listed companies, sweetened 
by a capital return to enable them to pay 
for their entitlements. The plan was to 
spin off brewing, agribusiness and fi- 
nance. (The float in Hongkong of an in- 
ternational arm, Elders Investments, 
was an independent step which was 
under way before the reconstruction 
proposal.) An important element in this 
proposa was to create incentive for El- 
iott and a select group of key Elders 
executives. Elliott was to emerge with 
10% of Elders’ capital. 

The crash forced Elders to scrap its 
reconstruction proposal; instead the El- 
ders board now seems to be doing its 
best to assist Elliott to "privatise" 
| Elders and to help him emerge with 
clear control of the group. Observers 
suggest that once this has been ac- 
complished, the spin-off reconstruction 
plan will be resurrected. 

Elders has expanded dramatically 
post-crash. It is in the process of secur- 
ing control of New Zealand group NZ 
Forest Products (NZFP) through a re- 
verse takeover of Elders Resources, 
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| Holmes à Court: unresolved. 
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| swallowed. The 
ger" of NZFP and Elders 





approach. 


from which Elders IXL 
will emerge with about 
50% of NZFP. It will 
also have a 22% interest 
in major Australian 
mining and paper 
roup, North Broken 
Hill (NBH), and NBH is 


| nervous that down the 


track it, too, will be 
"mer- 


Resources will create a 
trans-Tasman resource 
company with total as- 
sets of approximately 
A$4 billion and share- 
holders’ funds of A$1.8 
billion. 

€ ELLIOTT, with con- 


siderable help from his friends, is being 
handed effective control of Elders. The 
Elders board has already delivered 
18.5% of Elders’ capital to a company 
controlled by Elliott, Harlin Pty Ltd, and 
is now proposing, subject to shareholder 
approval, to grant another Elliott-con- 
trolled company, Pyalong Pty Ltd, five- 
year options over another 20% of the 
capital. Pyalong owns Harlin. 

A further 20% of Elders is jointly 
held by AFP Investment Corp. and 
Goodman Fielder Wattie, companies 
which have a long-standing relationship 
with Elders and Elliott. There is a wide- 


executive John Elliott has a dis- | spread expectation that Elliott will sub- 

















sequently eiaerge with control of that | 
20% , probably without extending a take- | 
over bid to other Elders shareholders. 

The 18.5% of Elders held by Harlin 
was sold by BHP as part of its recent 
A$2.7 billion share buy-back deal in 
which it neutralised the holdings of its 
two major shareholders, Bell Resources 
and Elders. 

Elders had the right to nominate the | 
buyer of BHP’s parcel of Elders and it: 


selected Harlin. BHP sold on deferred. | — 


terms. It is funding the entire A$700 
million purchase price, interest free for 
five years, after which it will be repaid- 
on the basis of an after-tax viel at 896. | 
Harlin must put up A$200: million of - 
equity. As it obtained the parcel at A$2 
a share, it is already more than A 
million ahead. BHP could almost 
tainly have obtained a higher price had. 
it been able to sell the parcel on an arms- - 
length basis. B E 
€ PYALONG'S Elders optio 
from AFP. Two years ago, 
came to BHP's defence. 
takeover bid from Bell Reso: 
tracted a A$1 billion investment from: 
BHP in the form of Elders redeemable _ 
preference shares, with “related op- 
tions” attached, convertible to Elders 
ordinary shares. BHP subsequently . 
cooled to Elliott and Elders and was re- 
luctant to invest further in that group. It 
therefore gave AFP an option over its 
“related options” (the conversion ele- 
ment of its prefs), but it retained the 
prefs and the options remained attached. 
AFP was a casualty of the crash. It 
has been forced to realise assets and has 
reduced its exposure to Elders by selling 
its Elders options. Again the approval 
of Elders’ board was needed, and it 
nominated Pyalong. The Elders board 
cooperated further by making early re- 
demption of the BHP-held prefs (in the 
process paying additional dividends: of 
A$87 million to BHP, rather than 
Pyalong making the payments). That 
automatically cancelled the “related op- 
tions," but Elders is issuing new, con-. 
ventional five-year options to replace 


them. 

Elliott's Pyalong paid A$300 million 
for the “related options" and it will need 
to find another A$1.03-1.17 billion to 
exercise the new options, in addition to 
the A$1 billion repayments to BHP in 
five years’ time. The major security 
for Elliotts borrowings is the Elders 
securities, which have effectively 
been made available to Elders. Yet- 
the Elders board has not given-any - 
explanation of its reasoning to shares | 
holders. Understandably . there are | 
many who query how the board's ac- 
tions are in the best interest of all Elders 
shareholders. 
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Down in the dumps 


A Philippine copper producer faces daunting problems 


By Jose Galang in Manila 
Ti Philippines’ third-largest cop- 
per producer, Marcopper Mining 
Corp., is sitting out a chance to cash in 
on the recent strength of world metals 
prices. The mine has been idle since 
mid-April, after a government order for 
the company to stop dumping its indus- 
trial wastes into the sea. 


Marcopper was discharging some p7 


24,000 tonnes of tailings daily into 


Calancan Bay in the island province of | * 


Marinduque, where the company's Ta- 
pian mine is located. Many of the pro- 
vince's 200,000 residents — who depend 
on fishing for their livelihood — say that 


the mine's pollution has been destroy- | 


ing fish sanctuaries. 

Company officials dispute the fisher- 
men's complaints, saying the mine's sys- 
tem follows international standards for 
disposing of tailings into the sea. The of- 
ficials say such a disposal method causes 
less damage than inland impoundment. 
Nonetheless, the firm has sought a 
three-month reprieve so it can install 
appropriate anti-pollution devices. 


Its chances of getting that reprieve 


are poor, however — and even if it is al- 
lowed to resume its waste-disposal sys- 
tem, it still faces daunting financial 
problems. The company has been losing 
money since 1984, when copper prices 
fell while high interest rates pushed up 


production costs. By end-1987, it had | 
run up a capital deficit of P345.73 | 





million (US$16.4 million), current 
liabilities exceeded current assets by 


{BP million) 
2,000 





P335.3 million, and it was in default to 
its creditors. 

Marcopper's problems, in some 
ways, are typical of the political and fi- 
nancial concerns many Philippine firms 





are facing, and which are hampering 
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REVIEWDIAGRAM by Andy Tang and Ivan Kwong 


economic growth. Businessmen com: * 
plain of uneven implementation of gov- 
ernment policy, such as the one on in- 
dustrial pollution. 

An additional burden for Marcopper 


| is the sequestration by the Presidential 


Commission on Good Government of 
4896 of its stock — suspected to have 
been illegally acquired by officials of the 
Marcos administration. At present, the 
chief private-sector shareholders are 
Placer Development of Canada, along 
with local companies Performance In- 
vestments Corp., Independent Realty 
Corp. and Mid-Pasig Land Develop- 
ment Corp. 

The order against Marcopper's tail- 
ings came just a month after the influen- 
tial Catholic Bishops Conference of the 
Philippines issued a pastoral letter con- 
demning the despoilation of the coun- 
trys environment resulting from 
“human greed” (REVIEW, 25 Feb.). The 
bishops said this has led to “an increase 
in political and social unrest.” 


hether Environment and Natural 
Resources Secretary Fulgencio 
Factoran, who signed the order as chair- 
man of the Pollution Adjudication 
Board, was influenced by the bishops’ 
exhortation is not clear. But in issuing 
the order on 1 April, Factoran also 
ended months of debate within his de- 
partment over whether to honour an 
"irregular" commitment given by the 
previous administration to permit Mar- 
copper's waste-disposal system. 
Marcopper started dumping DE 
into the Calancan Bay in the mid-1970s 
after discovering that its original dump- 
ing ground in San Antonio town was sit- 
ting on a major copper-ore body. The 
ore body was estimated at 200 million 
tonnes, with an average grade of 0.4796 
copper. Development work on this 


























. Encouraging results 







_ Aid donors offer Bangladesh support for the coming year 


. BySKamalddininDhaka — 
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M ihan- 
;w igladesh team, - 
_ Said donors had * lated the deve- 
Jepment thrust of vernment" - 
which concentra ulti 


. land — did not pledge any aid a 





< food aid (vs the US$250 million sought), r 

`- US$580 million (vs US$550 million) for — co 

[ aid and US$1.262 billion(vs d 
198 (beginning  US$1.4 billion) for project aid. Four ol 

uly), has been described by - 

esh as “quite encouraging." 
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the usual Paris Meeting donors — 






Saudi Fund for Development, the Is- 
Jamic Development Bank and Switzer- 
St th 


conference. Khandoker said that 
will make their pledges based on 
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field, which involved the 
removal of tailings built up 
ever the years, was stop- 
ped in 1983 after copper 
prites plunged to un- 
economic levels. 

With prices of copper 
now at around US$1 a lb, 
work on the San Antonio 
field is being revived. 
However, for Marcopper 
to be able to proceed with 
the project, it requires tax 
concessions from the gov- 
ernment, a restructuring 
of its loans, new financing 
of up to US$45 million, 
and a government permit 
to allow its present tail- 
ings-disposal system. 

Mining-industry ana- 
lysts do not see an early 





Marcopper's open-cut mine at Ronquillo. 





d 





end to the company's trou- 
bles. Even  Marcopper's 
auditors have raised some doubts: Joa- 
uin Cunanan & Co., the Manila af- 
iliate of Price Waterhouse, said that 
Marcopper “may be unable to continue 
in existence" because of its various 
problems. 

Marcopper's Tapian reserves are 
now estimated at some 17.6 million ton- 
nes, expected to be depleted by the 
third quarter of 1989. Development 
work on San Antonio field will take six 
years to complete, though production 
may be started after three years. The 
company has already spent some 
P601.55 million on the project, which it 
may not be able to recover if copper 
prices turn volatile again. 

One saving grace for the company 
could be the fact that it supplies electric- 
ity to the province of Marinduque. It 
sells to a lo cal cooperative the extra 
electricity it produces from its genera- 


financial | 


| since 1984. 





tors for the mining operations. Since the 
suspension of the company’s opera- 
tions, the province has been without 
electricity. 

Marcopper also has been a foreign- 
exchange earner for the economy, ex- 
porting copper concentrates worth 
some US$40-45 million annually. It sells 
most of its output to the local copper 
smelter and sups the rest to foreign 
buyers, principally Nippon Mining Co. 
of Japan. 

However, Marcopper has not paid 
taxes since 1984. It is one of five mining 
firms given tax-payment exemptions in 
1984, when low copper prices were hit- 
ting cashflows. The government is now 
considering ending that exemption, 
since prices have risen above local pro- 
duction costs. If that WR it will 
cost Marcopper some P773.46 million, 
representing its accumulated taxes due 
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- lion (US$1 billion) at constant 1984-85 - 


5 prices, or 55% of total investment. 


-Latest statistics from the govern- 


: ment's Industrial Department show ap- 





two-and-a-half years of the plan at 
more than Taka 40 billion, with actual 


















(two years. The department be- 
at least 60% of the approved in- 
ent will materialise by the plan’s 





“However, the World Bank evalua- 
tion noted that private investment in va- 
ious sectors showed sharp falls in re- 
nt years. “Private investment as a 
ratio of GDP has continued to decline. . . 
'ticularly in the manufacturing sec- 
” it said, citing a figure of about 30% 
fo fiscal 1986-87, at constant prices. 

al economists- stress that. the 
economy, hit by stagnant 
epressed rural demand and a 








,ed 
. provals for industrial investment for the 


vestment at Taka 6.8 billion for the- 


of incomes, requires special 


efforts to promote investment-orient- 
growth. The economic stabilisation 
achieved under the adjustment package 


"initiated at aid donors’ request had 


caused both private and public invest- 


- ment to slump. 


The World Bank has reflected upon 


¿this problem in its latest country report. 


The study suggests that Bangladesh 
should seek to revitalise the economy 
through. more expansionary economic 
policies “as soon as domestic conditions 
permit." 

The report added: “Sustained sta- 
bilisation efforts, a slowdown in ag- 
ricultural income and necessary mea- 
sures to restore credit discipline have 
had depressing effects on effective de- 
mand, particularly in manufacturing . . 
and private investment." The bank 
suggested more public-sector develop- 
ment spending or greater credit expan- 
sion for the private sector — especially 


in the next fiscal ail xS 


emm 








FINANCE 


On the 
way out 


Malaysian capital moves 
abroad as 1990 draws near 


By Nick Seaward in Kuala Lumpur 


Ce flight from Malaysia, driven 
in part by ethnic Chinese investors’ 


| apprehension about the 1990 deadline 


for the New Economic Policy (NEP), 
has accelerated sharply from an average 
of US$1.2 billion a year in 1976-85 to 
US$2.3 billion in 1987. 

This is the conclusion of the semi-of- 
ficial think-tank, the Malaysian Insti- 


í——-———————————————————HÜÓ€Ü 


tute of Economic Research (MIER), in. | - 


its latest quarterly report on the écon- 
omy. Presenting the report on 26 April, 
the executive director of MIER, Datuk 
Kamal Salih, said he did not have direct 
evidence of the capital outflow. But he 
said that anomalies between the growth 
in the balance-of-payments surplus and 
growth in international reserves last 
year suggested a substantial leakage out 
of the system. 

He added that MIER agreed with 
the earlier findings of Morgan Guaranty 
Trust Co., (REVIEW, 24 July '86), that 
US$12 billion had flown from Malaysia 
during 1976-85. At that time, Morgan’s 
figures had been disputed by the central 
bank of Malaysia, Bank Negara (BN). 

Last year’s  balance-of-payments 
surplus was M$5.9 billion US$2.29 bil- 
lion and the international reserves were 
revalued for currency appreciation by 
nearly M$4 billion. Yet, said the MIER 
report, international reserves increased 
by only M$2.9 billion, pointing to a 
leakage of M$7 billion out of the domes- 
tic financial system. Allowing for a de- 
liberate net-capital outflow from the 
public sector of M$1.1 billion due to 
debt prepayments, MIER estimated 
that private-sector capital flight was 
M$5.9 billion in 1987. 

Supporting this view was the surpris- 
ingly small increase (M$2.9 billion, in 
private-sector savings placed with finan- 
cial institutions when compared with 
the growth in the resource surplus of 
private savings over investment, which 
increased from M$4.6 billion in 1986 to 
M$11.3 billion last year. When ques- 
tioned by the REVIEW about this discre- 
pancy a few weeks ago, BN governor 
Tan Sri Datuk Jaffar Hussein had put it 
down to individuals keeping larger 
amounts of cash handy to take advan- 
tage of investment opportunities. 

The MIER report suggested that the 


only alternative geret to capital. | 


flight for the M$5.9 billion anomaly was 


that the current-account surplus was. s 


lower than stated by BN in its 1987 an- 
nual report and that the private-sector 
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| resource surplus was‘also lower than 


; stated. “On the other hand," said 
MIER, “in view of the ease of access to 
foreign-deposit accounts in Singapore, 
we believe that there had been signi- 
ficant outflow of deposits across the 
Causeway to take advantage of the high 
interest rates prevailing overseas." 

Far from being lower than stated, 
MIER believes that the private-sector 
resource surplus was actually larger 
than that calculated by BN because the 
investment figure had been inflated. 
The MIER report suggested that BN's 
estimate of a 5% increase in private in- 
vestment to M$10 billion last year was a 
little on the high side — as net lending 
by financial institutions declined by 
M$22 million during that period. While 
foreign-capital inflows were undoubt- 
ediy higher, some of these went 
straight into share portfolios, said 
MIER. Furthermore, BN's growth fig- 
ure for private investment implied an 
implausibly large shift from bank 








The implications of this capital. 


a large proportion of the increase in pri- 
vate-sector savings were no longer 
placed with the banking institutions, it 
may be difficult to influence the future 
directions of financial flows through 
monetary policies." The report hinted 
that the central bank may have to recon- 
sider its policy of keeping interest rates 
down if banks are to continue "to play 
their rightful roles as mobilisers of pri- 
vate-sector savings." 


laborating, Kamal said that the low 

interest rates have not done their in- 
tended job of increasing private invest- 
ment and the government was rapidly 
running out of new measures to help 
stimulate it. (The Malaysian Industrial 
Development Authority reports that 
manufacturing investment proposals 
have declined from M$1.8 billion in 
1984 to M$778 million last year.) “The 
only room for manoeuvre [now] is to 
lower corporate-tax rates," Kamal told 





C i ight | a press conference. But he suggested 
are serious, according to MIER. "Since: 












that such à move might not work either, 
as non-fiscal reasons were probably be- 
hind Malaysians' reluctance to invest. 

When pressed further, Kamal con- 
ceded that uncertainty over the NEP — 
particularly among those Malaysians 
who do not belong to the bumiputra (in- 
digenous Malaysian, mainly Malay) 
community — was to blame. "Everyone 
couches it in different language," he 
said, “but I do feel there must be some 
connection." 

The NEP is a 20-year programme 
which seeks to restructure ownership of 
the Malaysian economy with the aim of 
elevating the share of the bumiputra 
majority from 1% up to 30% by 1990. 
According to MIER, anxiety over what 
will replace the NEP when it expires in 
1990 is affecting the investment climate. 
So far, no word on a replacement pro- 
gramme has come from the government 
— but, said Kamal, “I believe that be- 
fore the end of 1988, something will 
have to be said.” [R] 














financing to self-financing. 





A global view 


Developing nations'own trade- preference system 


By Anthony Rowley in London 
group of 48 developing countries, including a dozen in 
Asia, has agreed to establish its own Global System of 

Trade Preferences (GSTP). Under this system, the countries 

will exchange concessions on tariffs, other border charges and 

any regulations or practices that restrict imports. 
The agreement — which embraces LDCs (less-developed 
countries) and NICs (newly industrialised 








The GSTP scheme, which Indian Commerce Minister 
Priya Das Munshi described in Belgrade as a “major con- 
tribution towards preserving and strengthening the multilat- 
eral trading system,” is not in direct competition with Gatt. 

The need to establish a so-called “South-South” scheme of 
this kind may reflect some dissatisfaction with Gatt among de- 
veloping countries. However, Gatt does have an enabling 
clause which permits developing countries to exchange 
tariff and other preferences among themselves on a global 
basis. 

Much like the generalised scheme of preferences offered by 
industrialised countries to developing nations, the GSTP 
scheme is an authorised derogation from the Gatt principle of 
most-favoured nation treatment, under which all parties are 
supposed to treat no country less favourably than another 
from a trade-access viewpoint. 





countries) in Asia, Latin America, Africa | 
and the Middle East — aims at signific- 
antly increasing their mutual trade ex- 
changes in the longer term and at lessen- 
ing their economic dependence upon the 
industrialised countries. 

The group met in Belgrade in mid- 
April under the aegis of the UN Con- 
ference on Trade and Development 
(UNCTAD) to initial the GSTP agree- 
ment. The agreement is expected to 
come into force within six months, 
when 15 of the 48 signatories ratify the 
agreement. 

The first two countries to sign were Sri 
Lanka and North Korea. Among the other 
Asian members which have agreed in 
principle to participate are South Korea 
and Vietnam. This does not automatically 
imply, however, that the two Koreas and 
Vietnam will freely exchange concessions 








Munshi: no competition with Gatt. 


The concessions agreed under the 
initial GSTP arrangement cover all types 
of manufactures, commodities and raw 
materials, an UNCTAD source in Geneva 
told the Review. They cover 
a relatively modest proportion of the 48 
countries’ total trade at this point — 
though agreement was also reached in 
Belgrade to move on to the next round 
covering a wider range of commodities 
and products. 

Spokesmen for the group say that the 
first step of reaching initial agreement and 
establishing a framework of rules was the 
most difficult. Now that this has been 
achieved, it should be easier to expand the 
range of concessions to cover a much 
wider area of the total traded-goods sec- 
tor in the countries concerned. Sources 
within UNCTAD suggested that, eventu- 
ally, the scheme could extend to cover 





with each other. 

The General Agreement on Tariffs and Trade (Gatt), 
which numbers many of the 48 GSTP parties among its 94 
members, has a “non-application” clause in its articles which 
permits contracting parties to make specific exclusions to the 
concessions which they offer generally to other members. 
Similar exclusions are likely to be applied upon ratification of 
the GSTP scheme. 








| 


| 


US$350 million in the participating countries. 


total imports with an annual value of 
US$10 billion for the GSTP group as:a whole. 

Gatt itself — which unlike UNCTAD is not an organ of the 
UN — established its own scheme 15 years ago for the ex- 
change of trade preferences among developing countries in 
Asia, Africa and Latin America. This has met with only limit- 
ed success and covers annual imports totalling only about- 





id 





142 


.— 8 MAY 1988 e FAR EASTERN ECONOMIC REVIEW. 








































INDONESIA 





Lied 

















| Caution pays off 


Doe a growing foreign-debt burden 
and renewed uncertainty over 
world oil prices, Indonesia ended the 
fiscal year on 31 March on an encourag- 
ing note. The inflation rate was kept at 
8.35% , down from 8.88% in 1986-87. 

Exports grew once again in the 1987 
calendar year, having declined in 1986. 
Oil-export income rose to US$6.11 bil- 
lion from US$5.17 billion, mainly be- 
cause of higher and more stable world 
prices. Earnings from liquefied natural 
gas (LNG) were expected to fall, how- 
ever, because of US$577 million in re- 
funds due to Japanese buyers. LNG 
earnings were US$2.41 billion for the 
first 11 months of 1987 against US$2.8 
billion in 1986. 

But the decline was more than made 
up by an impressive leap in non-oil and 
natural-gas exports. These rose to 
US$8.3 billion from US$6.63 billion 


during the year. There were notable in- | 


creases in exports of plywood, rubber, 
pum oil, shrimp, textiles and garments, 
andicrafts and rattan. Income from 
coffee and tin exports fell during the year. 
Non-oil foreign investment commit- 
ments also showed healthy progress, 
and in the first quarter of this year, the 
National Investment Coordinating 
Board licensed US$1.8 billion worth of 
foreign-investment projects, against 
"US$1.47 billion for the whole of 1987. 
To cap it all, preliminary figures 
of budget results showed that the 
overnment's income was nearly 25% 
higher than had originally been anti- 
cipated. The government of President 
Suharto could not have asked for a 











better way to start the new fiscal year. 
Government revenues in 1987-88 
reached Rps 27.31 trillion (US$16.5 bil- 
lion) against a budget target of Rps 
22.78 trillion, mainly due to higher- 
than-expected tax income from oil and 
natural gas of Rps 10.08 trillion (com- 
pared to Rps 6.94 trillion in the budget) 
and to higher-than-planned disburse- 
ment of foreign-aid revenues of Rps 
6.43 trillion (compared to the budgeted 
amount of Rps 5.55 trillion). Non- 
energy tax income at Rps 10.80 trillion 
was nearly Rps 500 million over target. 
The higher energy revenues under- 
lined the government's cautious ap- 
proach. The budget was based on an oil 
price of US$15 a barrel, though it has 


HYDROCARBONS 
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averaged more than US$17 during the 
year. An estimated oil price of US$16 a 
barrel has been used for the 1988-89 





tional social projects, the government. 
also had to pay out Rps 8.16 trillion to 
service foreign debts instead of the Rps. 
6.81 trillion originally budgeted. The | 
weakening of the dollar during the year | 
increased the debt burden as some 60% | 
of its loans, estimated at US$35.2 bil- | 
lion, were in strong currencies such as ^|: 
yen and Deutschemark. dE 

The impact of last year's interna- | 
tional currency realignment over- 
shadowed the improvement in the oil 
price. But the government earned: 
praise from Western creditors by meet- 
ing its obligations on time and avoiding 
debt rescheduling despite strong pres- 
sures to do so. EI 

These encouraging signs and the |j 
government's ability to cope with the 
problems of weak oil ps and the 
growing debt burden should help In- | 
donesia when it meets the consortium of | 
creditors in the Inter-Governmental | 
Group on Indonesia in The Hague in 
June. It will decide on the amount of aid 
Jakarta should get this year. 

As an endorsement of the way 
Jakarta manages its economy, the 
World Bank is expected to provide In- 
donesia with another trade policy. ad- 
justment loan of US$300 million, 

— A Correspondent 
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: m ; Net | % change % change | Dividend 
Company Period | Profit — |onperiod | Turnover fia period | (prev) | 
Britannia Y30Nov. | Rs78.9m +7 Rs 1.92b +19 24% Dividend on enhanced capital, after two-for-five bonus 
Industries (US$6m) (US$146.6m) (27%) issue. Bakery-products sales accounted for 70% of total 
| - ER! | i gain. : 
Joshin Y 20Feb. | ¥3.86b | «4751 X 105.76b +22.7 ¥19.50 | Kansai-based retailer of electronic goods sees sales of 
Denki | (US$31.2m) i (US$853.6m) | | (¥16) E Y 68b for 2 Feb.-30 Sept. (Fiscal year to change to 31 Mar.) 
, | Pusan | Y31Dec. | Won i.1b -25.4 | Won161.2b +17.4 Won 150 | Largest local bank in South Korea said profitability 
| [Bank (US$1.4m) | (US$212.1m) (Won 250) | remained weak. 
* |Sekisui Y31Jan. | ¥15.03b +41.4 | ¥605.6b E +19.4 ¥9 Japan's largest home-builder forecast current-year | 
House l (US$121.3m) | (US$4.9b) (Y7.50) | profits of ¥22b on sales of ¥680b, with dividends unchanged. 
J 
Bawany Y 30 Sept. | Rs 24.2m -34 Rs 401.3m 32.5% | Pakistani miller said net fell due to 16% drop in production, |. 
Sugar (US$1.4m) (US$22.8m) (3596) | coupled with rising costs. B 
Atlas Y31 Dec. | - P175.3m T P3.71b n.a. Despite full-year loss, mining firm had P 157m profit in final | 
Consolidated (US$8.3m) (US$176.7m) | quarter, first since 1983, on higher gold/copper prices. 
i ; 
China H31 Dec. | HK$23.5m +2.7 HK$279.4m 21€ Transport operator said net is after HK$21.1m. (v. 
‘Motor Bus L (US$3m) .| (US$35.8m) (20¢) | HK$13.8m) transfer to development fund. eg 
! Y31 Dec. | P1.76b +58.6 | P16b na. | Beer sales posted highest gain in group's 97-year history 
| (USS83.8m) | (US$761.9m) Non-alcoholic beer sales to Saudi Arabia up nine-fold. 
d. H= haltyearended. “vs year-satler loss of P976.4m. ` o 
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USS1 WORTH E treasury interbank interbank Interbank 


i isibor tT 
Australia : 1.333 : ; : lesse WRAP m l 9 
Britain . 0.527 - 4 [| Australia 10.93 — | 1117188 11.1875 11.375 








1 montht 3months* 6 monthst 


Canada è 1.232 E : 
France 4 5.625 d x Britain 8.375 8.625 
Hongkong E 7.8125 

india £ 7.615 4.75 5.1875 


1 
Hongkong l 
Indonesia i z 1,665.00 . 4641. indonesia X 4 | n.a. n.a. 
i 
| 
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. 123.88 y 
Mos . pease y Z Japan 4.1875 4.28125 


New Zealand dollar £ 1.517 : : "3.375 
Pakistan rupee s 17.4325 a 
Philippines peso : | 24.025 . E Malaysia 7.25 
T ae ' 7 m. : : New Zealand 18.50 i 16.70 
SriLanka rupee . 30.82 . x Philippines 24.9375 4 12.50 
Switzerland franc E 1.369 É E . 
Taiwan NT dollar . 28.65 z x Singapore 6.43 ar 3.125 


Thailand . 25.13 South Korea 4 
West Germany E 1.657 D NOE 11.50 
" Taiwan 5.75 


Thailand 11.50 
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Official Communist 
rate countries 


Bangladesh : . | 31.50 China us 850 | 7013 


5 S s 
aioe : rro US$S=Rmb 3.722 EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATESt 


Macau i 8.05 HK$=Rmb 0.476 1 month i s 12 months 

Nepal s 21.50 Soviet Union i ; TEES ^ 
a 7. " E 7.7 

PapuaN. G. 0.90 USS= Rouble 0.5841 n n > 


Other: SDR1 = US$1.38204 ECU1 =US$1.2427, Laos £ Sterling 8.125 j | 1 9.0625 
S$1=M$1.286, £1 = HK$14.6392, US$=New Kip 350.00 | | Yen 4.0625 : ; 4.25 
S months forward: Japan Y 124.115, : ; i 
Hongkong HK$7.762, Singapore S$1.988, Vietnam Swiss Fr. 2.125 ; | i 2.6875 
US$= Dong 368.00 Dm 325 . 3.625 


Source: Telerate for spot and forward rates from Asian money markets, Republic Na- AS 40.1875 4 11.125 
tional Bank of New York for banknote selling rates on the Hongkong market y Seen 
and Deak International Ltd for official rates. *longterm — **shortterm — fofferedrate Source: Telerate, Vickers da Costa & Co. 












































COMMODITIES 


Last sale to 25 Apr. 





Previous | 3 months 


Latest ago 





id London USS: 
Gol 448.95 a 471.35 Domestic 3-5 yearst 
Copper New York 7-10 yearst 
cae (May) D . 120.40 International 3-5 yearst 
liv . : 
Aluminium London Ven: T-Miyearst 
Current delivery (Apr.) 1,248.50 ] 1,134.00 en | 
June delivery 1,122.50 Domestic 3yearst | 
Tin Kuala Lumpur 17.27 . 17.25 10 years 
Cotton New York | International 3-5 yearst 
Current delivery (May) 65.13 Y 64.69 7-10yearst 
July delivery 61.80 Dm: n 
Rubber Kuala Lumpur Domestic 3-5 years 
Current delivery (May) 311.50 i 280.50 10 years" | 
July delivery 312.50 4 International! — 3-5yearst 
Paim Oil KualaLumpur (5) : 7-10 yearst 
Current delivery (May) 950.00 i 4,218.00 5] AS: 
July delivery 915.00 j 
Sugar New York (4) 
Current delivery (May) 8.67 . 6.80 
July delivery 8.81 
Pepper Singapore — (10) ics 
Sarawak Asta bik 100% 805.00 830.00 947.50 1,050.00 È D ; ti 3 4 
Wheat Chicago (6 jm eene yan 
" vL 10 years * 
Current delivery (May) 315.00 312.60 323.20 280.00 " K 
July delivery 323.00 E international! — 3-5yearst 
Maize . Chicago [n] im 7-10yearst 
Current delivery (May) 201.20 202.60 199.60 17450 [| j£ 
July delivery 209.00 - | Domestic 3yearst 
Rice Bangkok (8) cm 10 yearst 
5% white fob 300.00 300.00 295.00 213.00 , | International — 3-5yearst 
Soyabeans Chicago (6) D 7-10years! | 
Current delivery (May) 663.40 662.40 631.60 519.50 NZS: 
c oe Te i 672.60 | Domestic 3-5 yearst 
ondon Hs 7-10 yearst 
e n {May} been 877.50 1,150.00 1,275.50 international Syears* | 
E E 7-10 years t 
Coffee London {t} | SFr: " 
Current delivery (May) 1,088.00 1,085.50 1,194.00 1,375.50 ` 3 
July delivery 4,106.50 k -5yearst 
Petroleum Tokyo an ; . -dTüyearst 
Sumatran light 16.30 16.40 17.35 1770 ECU: 
Brent London {it} 17.05 zl 17.30 16.50 18.15 : 3-5 yearst 7.04 


i A 7T-iÜyearst | 7.58 
íU£atonne (2MSakg @)US$anoz  [(4jUScatb (5)MS$atonne {6)USc a60 ib bushel 


z (7) USec a56ib bushel (B)USSatonne- {9}Meakg {(t0}5$a100kg (11)USSabarre! Source: Telerate, Reuter. | |*AAA corporate Government. 
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(end month) (weekly values) (weekly values) 





"ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 


AUSTRALIA CHINA HONGKONG | INDIA INDONESIA 
1 








Economic Growth % (real) (1) 
1987 4.6 9.4 13.6 


1-2 

1988 1-3 7-7.5 5-7 1.5 
International Reserves (5) 
Latest US$8.64b US$16.71b n.a. US$6.14b 

: (Feb.) (Jan.) (Oct.) an. d 
Year earlier US$5.32b US$10.87b n.a. US$5.87b 7 ug$51.71b 


Trade Balance (total merchandise} 


+US$0.59b -US$1.24b +US$0.24b -US$1.57b *US$1.49b(9) *US$16.91b(8) 
3 (Oct.-Dec.) (Dec.-Feb.) , $ be "rr (Dec.-Feb). - 

-US$0.71b +US$0.32b à *US5$18.98b 

-US$3.0b - US$0.06b = . isst. oib *U5$20.12b — 


US$13.41b ue. 412b , US$4.73b(9) 
5; change previous 3 months i. +35.8 1.9 . *2.6 
My ange year eartior $ +40.4 437. 0 " +38.6 


L months US$14.65b usse ca . US$3.24b(9) 
D M a S months E *38.4 d +55 
3% change year earlier 4 *16.7 i387 . +35.0 
Consumer Prices 
Base July a. 100 | Sept.- der 1986 -—100 jOct. 84- et 85= 100(2) Apr.77-Mar. 78= 100 
Latest 3 months index average 172,9 107.96 3.2 302.0 
(Oct.-Dec.) (Sopr sec] (oec. ^ia ) 
% change previous 3 months +41.7 
Ye change year earlier +74 120 te 
Money Su (3) 
es pply A$124.8b(10) Rmb 775.48b HK$328.16b . Rps 31.64t 
(Jan) 5 (Feb. (Sept) 
% change previous month 42.4 
% change year earlier +15.6 





SINGAPORE | “Sout TAIWAN 





Economic Growth % (real) (1) 
1987 a x 8.6 . 11 


1988 5-6. 5-7 6-8 
International Reserves (5) 
Latest US$7.18b | US$14.02b USS$76.7b 

(Jan.) Feb. (Aug) Í (Dec.) 
Year earlier US$6.34b ‘ US$12.91b f US$46.3b 
Trade Balance (total merchandise) 
Latest 3 months +US$O. leisy - P . +US$1 Tebi) +US$3.286 
(Oct. . (Dec.-Feb.) (Dec.-Feb.) 
Previous 3 months. z —US$0.30b -US$0.90b + quu 01b 4.08$5.08b 
Year earlier . i - $ . +US$0.87b +US$4.13b 
| Exports (7 
esti pntha US$4.24b(4) . . US$13.26b(6) US$13.75b 

% change previous 3 months +89.3 . . 42.8 -6.0 

, Machange year earlier *34.9 a k +43.9 +27.0 
imports (8) 
Latest 3 months US$3.45bí(4) US$1.81b b US$11.51b(6) US$10.47b 

% change previous 3 months | +47 -2.16 45.6 410.0 

% change year earlier i - *38.17 E í +56.0 


Consumer Prices 
Base 1978=100 May, = 1981=100 1976-100 
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Latest 3 months index average : ` a 09. 106. VM re 1 ; 
» 5 5 x A Vath, 








% change previous 3 months 0.1 3.3 . 1.7 +i 
55 change year earlier - 5 E " 5 +34 


| Money Supply (3) ; 
Laen "TT x 5 j ! Baht 806.60 











E change previous month 
change year earlier 
4E Official and other estimates of GDP (GNP in Japan) (2) Consumer Price index A (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only {5} IMF definition. of reserves inus go 
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set yet more records. 


TOKYO: The Nikkei Index climbed to [Po 
new highs, taking the currency uncer- | 
tainty and Gulf tension in its stride. | 
Trading was the thinnest for 11 weeks, | 
but demand was well distributed. | 
Toshiba gained ¥72 (58 US cents) to | 


X862 on hopes of a relaxation of US 
trade pressure. Nissan rose ¥75 to 
X 1,000. Turnover was 735m shares a 
day, worth ¥737b. 


HONGKONG: Stocks advanced in 


moderate trading. Brokers said the 


market was pushed up by continuing |*99 


rumours of a bid for Hongkong Land 


by a Li Ka-shing-led group. Properties | 


¿and utilities made big gains. Land 


| closed 70 HK cents (9 US cents) up at 


HK$8.55. Cheung Kong rose 30 HK 
cents to HK$7.65. Volume was 2.3b 
shares, worth HK$4.42b. 


SINGAPORE: The market rallied de- 
spite slow trading and bearish news 
from the overseas exchanges. Malay- 
sian counters led the way and interest 
was centred on plantation stocks. Con- 
splant put on 10 S cents (5 US cents) to 

$2.30 but KL Kepong lost 9 S cents to 
.. 882.95. Volume was poor at an average 

of 19.6m shares traded daily, valued at 
$$36m. 


KUALA LUMPUR: Shares recovered 
strongly but late profit-taking saw 
some stocks finishing off their best. 
Debut 
Malaysia had a spectacular start, clos- 
ing M$4.05 (US$1.60) up on its issue 
price at. M$6.05. Former parent New 
Straits Times finished 8 M cents downa 


M$4.06. Average daily turnover was |. 


17.9m shares, worth M$28.1m. 


AUSTRALIA: The market ended the 


Back to basics 


RESOURCE issues and manufacturin 








Nikkei erage, 
close 2721345 
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holiday-shortened period where it | ^^ 
began. Resource stocks climbed be- | ^! 
cause of rising oil and gold prices, but | 1 o 


were then sold heavily as. investors 


sought safety in blue chips. BHP was | 


the focus of activity, dropping 24 A 
cents (18 US cents) to A$7.74 as it 


went ex-dividend. Volume was a thin | tx 


440.4m shares, worth A$695.4m. 


NEW ZEALAND: Prices drifted lower [ 


in light trading. Activity was boosted 


„by an off-market sale of Omnicorp | $99 


shares to Swiss buyer Omni Holdings. 
Record profits by a Canadian unit 
failed to lift Fletcher Challenge, which 
slipped 20 NZ cents (14 US cents) to 











NZ$4.46. Brierley fell 3 NZ cents to | 209 


NZ$1.33. Volume was 74.86m shares. 
worth NZ$56.68. 






















gstocks led the way on Asian exchanges in the period to 25 Apr. Tokyo 





MANILA: Oil shares led a short-lived 
upsurge on 22 April owing to rumours 
of a new find. But the lack of official 
confirmation prompted profit-taking. 
Most commercial-industrial issues | 
ended lower. The Manila Composite | 
Index gained 18.66 points to 773.55. 
Average daily volume rose 15396 to | 
728.23m shares. Turnover climbed 
77% to P102.6m (US$4.9m). 

















BANGKOK: The market opened the [ 
period with a 3.4% one-day drop but | 
recovered on strong foreign buying to | 
finish 4.77 up at 402.35 points. Mining | 
counters were strong on hopes of a | 
first-quarter earnings surge. Tongkah 
Harbour, Aokam Thai and Padaeng | 
Industry were the period's top perform- 
ers. Bangkok Nylon fell Baht 16 (63 US 
cents) to Baht 235 to lead losers. 











SEOUL: Prices strengthened at the [777 
end of period on hopes of a post-elec- | 
tion rally. Daily volume firmed to 6m |. 99 
shares. Turnover surged to Won 99.8b | 700 
(US$131.3m). Car shares gained | gy 
2.8% , with Hyundai Motor was up 
5.1%. Securities stocks rose 2.5%. 
Speculative financials and construction 
issues vied with manufacturing stocks 
for market leadership. 





TAIPEI: Financial counters came un- [7 
der strong selling pressure, driving | 
down the weighted index by 23.7 points |: 
to 3,853.67. Prices remained volatile. 
Average daily turnover shot up to 
NT$24.57b (US$857.6m): Market at- 
tention shifted to manufacturing stocks 
later in the period. Taiwan Cement 
rose 2% to NT$80.50. Shihlin Paper |. gle 
rose 8% to NT$123. idi 











BOMBAY: Shares climbed sharply 
after the lifting of the five-month ban 
on forward trading. The BSE index 
shot up 49.42 points to 454.85. Hopes 
of stronger corporate earnings spurred 
buving. Gainers were led by Reliance 
Industries, up Rs 39.50 (US$2.54) to 
Rs 113. Tata Steel gained Rs 30 to 
Rs 701.25 and Associated Cement 
finished Rs 19 higher at Rs 162. 

















NEW YORK: Shares rallied at the end 
of the period after a lacklustre per- 
formance. Investors remained worried 
about inflation and trading was slug- 
gish. Oils firmed on higher first-quar- 
ter earnings and carmakers moved 
higher on stronger sales. Volume was 
787.41m shares. The Morgan Stanley 
Capital International Index was 4.9 
down at 453.9 on 22 Apr. 
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.. DeBeers still leads after 100 years- 
centenary marked by record sales, profits. 


Extracts from 
Julian Ogilvie Thompson's 
Statement for 1987 


It must be unique for a company 
which on its formation became the 
leader of an international business, 
indisputably still to hold that position 
at its centenary. Yet that is the achieve- 
mentof De Beers Consolidated Mines. 

Itis nolessgratifying thatin our 
centenary year the Central Selling 
Organisation should have been able 
to announce record salesof rough 
diamonds, and the Company to 
announce record profits and declare 
its highest dividend ever. 

The sharp fall in priceson world 
stock exchanges from the middle of 
October understandably caused 
hesitancy in diamond markets. 
Fulfilling its traditional role, the CSO 
responded by severely reducing its 
sales at the November and December 
sights and maintained its cautious 
policy into the new year. This action, 
together with reports of good 
Christmas sales in the retail trade, 
resulted in a restoration of confidence 
during the first quarter of 1988 and 
the market is once again firm. 


Further growth. 


For the fifth successive year world 
retail sales of diamond jewellery 
established a record, principally as 
a result of increasing consumer 
confidence and spending — a 
reflection in turn of further growth in 
the world economy. 

Sales of natural industrial 


and dividend. 


diamonds and of synthetic abrasives 
and polycrystalline diamond (PCD) 
products were a record in both 
volume and value and the trend has 
continued into 1988. 


* 1888-1988 * 





The diamond industry employs several 
million people in forty countries across four 
continents of the world. 


The Argyle mine in Australia, 
which in terms of volume is the 
world's largest producer, has been 
operating at full capacity for the last 
two years. The absorption by the 
market of most of the cuttable portion 
of its production has been remarkable. 
This has been greatly facilitated by 
the efforts of the CSO, both in its 





methods of assortment and sale and 
through its consumer advertising; by 
the constructive relationship between 
itand Argyle Diamond Sales; and by 
the ingenuity of the Indian industry, 
which manufactures the majority of 
these stones, in working them. 


Debswana Agreement. 


An important development during 
the year was the exchange by 
De Beers Botswana Mining Company 
(Debswana), in which the Govern- 
mentof Botswana is an equal partner, 
of part of the stock of diamonds 
accumulated in the depression of the 
early eighties for a five per cent 
shareholding in De Beers itself. 
The arrangements also entitle 
Debswana to representation on the 
boards of De Beers and the Diamond 
Trading Company. As the new mines 
discovered by De Beers geologists in 
Botswana have been brought into 
production in the last two decades, 
Debswana has become the western 
world's major producer of diamonds, 
by value, and itisentirely appropriate 
that it should participate fully in the 
decision-making of De Beers and the 
CSO. [am sure the arrangement will 
further strengthen the stability and 
confidence of the industry as a whole. 

Total production from De Beers 

mines and Debswana in 1987 was 
marginally lower at 22,842,586 carats. 
The mines have continued to control 
costs satisfactorily in an inflationary 
environment. 

Our world-wide prospecting 
programmes have been continued; 





__ there are no discoveries of economic 
_ significance to report. 
The employment practices section 
__ of the annual report records the 
.. progress that has been achieved in 
.. important areas. | would mention in 
|. particular the growth in our home- 
. ownership scheme and the success of 
-. the pre-university bursary scheme for 
black undergraduates. To improve 
understanding of the career oppor- 
tunities offered by the mining industry 
. andits educational requirements we 
.. have introduced a new system of 
-.. liaison between the mines and 
-secondary school teachers and pupils 
< which should be of benefit to all 
. concerned. 

Legislation removing job reserva- 
tion in the mining industry has at last 
been passed but not yet brought into 

. operation, pending the determination 
~ of new regulations. It is highly 
important that this long-outstanding 
. matter should be brought to finality 
- quickly, and that the regulations 
`- should facilitate the award of certifi- 
- catesof competency to qualified 
- blacks. 

The Anglo American and De Beers 
Chairman's Fund and Educational 
Trustapproved expenditure during 
the year of R49 million, of which 
some 80 per cent is on education, 

primarily to help redress the 
imbalance between the black and 
white educational systems. 








Reform for South Africa 


De Beers strongly supports rapid 
reform towards equal opportunity 
and dignity for all South Africans, 
based on full participation in the 
political process. Regrettably, I cannot 
report any notable progress in this 
:; direction in the year under review. 

— The May 1987 election for the White 
_ Chamber of Parliament was fought 


EE 


largely on the issues of sanctions and 
security, and the response of the 
electorate, significantly, showed a 
marked swing to the right, with 
Afrikaans-speaking voters leaving the 
ruling National party for the 
Conservative party, while English- 
speakers swung from the Progressive 
Federal party and the New Republic 
party to the Nationalists. The overall 
effect was to make the Government 
much more concerned about pressure 
from its right — the Conservative 
party having replaced the Pro- 
gresssives as the official opposition — 
than from its left, and in consequence 
the reform process came almost to a 
halt. The Group Areas Act, one of 
the last great pillars of apartheid, is to 
be amended, not scrapped, and it 
remains to be seen whether the 
changes to be tabled will be bold 
enough to relieve the pressure on the 
few “grey” residential areas that have 
been tolerated. 


KwaZulu/Natal Indaba. 


A measure of consolation may be 
found in the fact that some of the 
positive changes made in earlier years 
have continued to bear fruit. In 
industrial relations, in education, in 
housing and in black participation in 
business, particularly in the informal 
sector, there has been progress. 

A joint executive authority between 
Natal and KwaZulu has been 
established and the Government, 
notwithstanding some discouraging 
statements, is said still to be consider- 
ing the innovative constitutional 
proposals of the KwaZulu/Natal 
Indaba. 

South Africa continues to be 
governed under a state of emergency, 
and recently far-reaching new - 
restrictions were imposed upon a 
number of political and semi-political 






















organisations. It is not easy to dam. 
the reasons for what was done; if it is 
indeed true that South Africa can 
only be governed by such methods as 
these, then the need for constitutional 
reform isobviously greater than ever. 
Despite sanctions and disinvest- 
ment there has been a marked 
recovery in economic activity, andin < 
the black urban areasatleastthere 
seemsto besomeimprovementin ^. 
the quality of life. The Governments. 
major concern now is to embark on a - 
wide-ranging reform of the economic 
system. That is certainly as important 
as itis welcome, butit has to be 
realised that economic progress and 
political reform go together. One effect 
of the recent bannings may be to 
intensify sanctions and disinvestment, 
counter-productive though they have 
proved to be politically, and damaging 
as they are to the livelihood of those 
they ostensibly seek to help. More 
than ever it is urgently necessary to 
negotiate and implement a constitu- 
tion which can provide equal 
opportunity and political participa- 
tion for all, protected by an 
entrenched Bill of Rights. 


The full Chairman’s Statement is 
contained in the Annual Report of 
the Company forthe yearended 
31st December 1987 which was posted : 
to registered Shareholders on 5 
18th April 1988. 


De Beers Consolidated Mines 


Limited 
(Incorporated in the Republic of South Africa) 


London Office 
40 Holborn Viaduct, 
London ECIP 1A]. 


De Beers 


Rare as the first blossom of the 
Korean orchid, which blooms only 
after years of loving care. 





From the exquisite simplicity of every 
room to the aesthetic presentation 
of every skillfully prepared meal. 
Hotel Inter-Continental Seoul, opening 
in August, will proudly serve you in 
the Korean tradition of grace 
and hospitality. 


Wake up to perfection. 





(02) 553-818 























REVIEW INDEX 


The Review Publishing Company Lim- 
ited is now publishing a quarterly index 
which details by country and date ev- 
erything that has appeared in the 


Review. The index is available on a 
quarterly basis. Subscribe now and 
each quarterly index will be sent to you 
automatically as soon as it becomes av- 
ailable. A vital research tool, the Review 
index will save hours of needless 
searching for information. ORDER 
YOURS TODAY! Only HK$290 
(US$37.50) for 4 quarterly issues. Just 
complete the coupon below and send 
with your payment. 


The Circulation Department, 
Review Publishing Company Limited 
GPO Box 160, Hongkong. 


| 

| 

Please send my order for the Review Publishing | 

Company Limited QUARTERLY INDEX. / en- | 

close HK$290/US$37.50 (or its equivalent inlocal | 

currency) in payment. 

(Please print in block letters) | 
| 
| 
| 
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Address 





We offer you 
the luxury 
to stretch and relax 


"When you fly China 
urlines Dynasty Class, 
ou'll find that the 
nde open spaces are 
Ot just outside your 
abin window. 


Thy? Because we give 

yu possibly the widest 

ats of any airline in Asia. So you have more room 
spread out. And luxury to stretch. 





f course, our extra inches make a world of difference 
iring your flight. But think how much better you'll 
el after you reach your destination. 


in us on China Airlines soon” 





Creating a new dynasty in the air 
‘oh tee | À À n R E 


*Cnin 1 
TAIPEI, TAIWAN, ROC 





Amsterdam * Anchorage * Bangkok e Dhahran * Fukuoka » Hong Kong * Honolulu « Jakarta « Kaohsiung ; 
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IEUROPEAN MASTER'S 
IN INTERNATIONAL 
BUSINESS 


[8 [4] U LE 


EMIB is an MBA program which offers you: 
e a twelve-month full-time intensive program in International Business. 


EMIB gives you the unique opportunity to: 
e work with a highly qualified faculty drawn from ail over Europe 
e be part of a multinational team of participants 
e view Europe as a single marketing entity 
e use your managerial skills for an in-depth analysis of a business issue 
(the European Project). 
EMIB is designed for managers: 
9 who already have a university degree and at least three years 
of business experience. 
The EAP-EMIB Program is accredited by the C.G.E. (Conférence des 
Grandes Écoles), an organisation of the leading French graduate schools 
in Engineering and Business. 


For further information, contact: EMIB Admission Office 


: EAP - École Européenne des Affaires T 
j 108, Boulevard Matesherbes. 75017 PARIS & 
Tél. : 47.54.65.00 (ext, 6496) or 47.54.65.78 
Télex : EAPFRAN 64081 F - Téléfax: 42.67.46.19 


PARIS - OXFORD - BERLIN - MADRID 














COPYRIGHT 
REPRINTS 


The combined efforts of the Far 
Eastern Economic Review's large 
and highly skilled editorial team 
have made it the premier source of tn- 
formation for those who do business, 
or have an interest, in or with Asia. 


As a testimony to the publication's 
editorial quality, many Review arti- 
cles have, over the. years, been re- 
printed in newspapers, magazines, 
educational textbooks, newsletters 
ete throughout the world. 


Should you.as an editor, publisher 
or on behalf of an organisation, edu- 
cational establishment etc wish to 
enquire about our reprint and copy- 
right charges, please address your 
correspondence to: 


THE 
DIPLOMAT HOTEL 


2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8 DT 





TEL: 01-235 1544 
TELEX: 941 3498 EXECUT G 


FAX: 259-6153 

Single is £49.95 + VAT 
Double/Twin is £64.95 + VAT 
Ali rooms with private facilities, col- 
our television, direct dial telephone, 
hairdryers, coffee and tea makers. 
Substantial breakfast served in 
bedrooms. 














Managing Director This space is reserved for 
Review Publishing Company Limited Classified Advertisements 
GPO Box 160, Hong Kong 
Tel: 5-293123 Fax; 5-8656197 Reservations should be addressed to: 
Telex: 82804 REVMD HX International Classified Manager 


Far Eastern Economic Review 
15th Floor, 80 Gloucester Road 
GPO Box 160, Hongkong 
Tel: 5-293123 Telex: 62497 REVAD HX 


We welcome enquiries from all in- 
terested parties and assure you of 
pur prompt, individual attention. 
















Keeping their spirit alive | 
Applications are open for the 
Davis-Latch Memorial Award 


PPLICATIONS for the 

1988 Neil Davis-Bill 

Latch Memorial Award 
are now open. All profession- 
als in all sections of the news 
media who live and work in 
the Asia-Pacific region are 
eligible to apply. 

The award was set up by the 
Foreign Correspondents Club 
of Thailand (FCCT) in honour of Neil Davis and Bill Latch, two 
newsmen with NBC who both lost their lives on September 9, 
1985, covering the attempted coup in Bangkok. 

Davis, an Australian, had covered wars, coups, revolutions, 
death and mayhem for 21 years. He covered the Vietnam war 
for Visnews from 1964 to 1975, and was once seriously wounded 
in 1974 while covering a battle in Phnom Penh. He joined NBC 
after the war and for the last ten years of his life lived in 
Bangkok covering conflicts and events in the Middle East, Af- 
rica, the Indian sub-continent, Australia and, of course, Asia. 

Bil Latch, an American, had worked with Davis for a 
number of years. He had made his home in Thailand, where he ` 
had married and was raising a family. 


THE OBJECTIVE: The FCCT established the Davis-Latch Memo- 
rial Foundation, which organises the award, with the aim of ad- 
vancing journalistic skills and standards and promoting an un- 
derstanding of Asia and its people. 

The first memorial award, US$1,900 in cash as well as a 
round trip to the US for a media internship, was given in Sep- 
tember this year. 

The 1988 award comprises a cash prize based on interest ac- 
cruing to the Memorial Fund, plus additional benefits such as 
internships, air tickets or hotel accommodation as arranged by 
theAward Committee. | 


NER DAVIS ~ BRL LATCH MEMORIAL AWARD 


THE REQUIREMENTS: Each applicant must propose a project to 
be completed under the auspices of the award. The project 
should be designed to increase the applicant's knowledge and 
journalists' skills or should provide a better understanding of 
the Asia-Pacific region. 

The winner will be chosen by the award judges, based on the 
quality of the applicant's past work, his or her proposal for the 
project and his or her potential as a journalist. 


CLOSING DATE: Application forms and copies of the rules are av- 
ailable from the Club. The closing date for applications is May 
9, 1988. 


Applications should be sent to: 
Davis Latch Award 
FCCT 
23/F, Dusit Thani Hotel 
948 Rama IV Road 
Bangkok 10500, Thailand 


For QUALITY response... i 
advertise in this section. 




















ere GO PUBLIC 
_| CANADA — U.S. FREE TRADE AGREEMENT 
~ CANADA LANDED IMMIGRANT POLICY 

_.. REAL ESTATE OPPORTUNITIES 

| Venture Capital Group seeks qualified Asian companies wishing 
o capitalize on these benefits, expand, and have their shares 


licly quoted in Canada and the United States through 
: tger/reverse takeover of existing public shell corporations. 
_| Please forward pertinent information to: Suite 309, 55 University 

| Avenue, Toronto, Canada M5J 2H7, Tel: (416) 366-2221, Tele- 
|: fax: (416) 362-3641, Telex: 06-218288 TOR 













For seven years we have been escorting corporations 
to new sources of profits in Asia. Doing market 
studies. Anpe manufacturing facilities. 
Negotiating offshore finance. Managing all day to 
day letters of credit and commercial transactions. 
Call ICS and let us be your Oriental Escorts to 


Asian profits. ei C S 
a k S INTERNATIONAL HONG KONG TORONTO LONDON 


ICS HONG KONG Elizabeth L. Thomson, President, 8-12 Hennessy Road, 20th Floor, 
Hong Kong, Tel: 5-292373, Tix: 62159 TAX HK, Telecopier: (852) 5-206413 

















| RETAIL MARINE BUSINESS FOR SALE — USA 


| Located in the San Francisco Bay area. Nautical gifts, 
| marine. equipment, books, accessories. Established 
| 12 years. Price $135,000. Write: The Ship's Chandlery, 
‘|. 1640 W. Campbell Ave. Campbell, CA 95008, USA. 










PROPERTY 





Move £ ondon Property from Hong Kong 
Hampton & Sons, the leading UK Estate Agents can assist you to buy sell, Tet. 
manage and arrange finance for your UK house or flats. => S 

Call Annoushka Ducas on 5-254418 or telex 61851 FPDHK BX 
| |BRSTPACIHC DAVIES HAMPTONS | 


MAC] uc ] 235d floor two Exchange Square, Hong Kong S arlington Street London SIA IRR Heind o E 























































FANTASTIC OFFER! Readers 
BUFFALO - CATTLE - HORSE : 
and RECREATIONAL RANCH are 
Working Cattle, Horse & Recreation recommended 
Ranch. 60 Acres with lots of grazing. i x 
Additional land available. Can house to make appropriate en- 





1,000 head. Sold over 20,000 head in 
1987. Finished black top road, rustic 
fences. Beautiful Ranch House, 
barns and much more. Live Buffalo 
included. Only $500,000.00 U.S. 
Video Tape available upon request. 
BILL NOLAN LIVESTOCK 

Route 2, Box 80, Bonduel, W1 54107 

or Call - 715/758-8484 


quiries and take appro- 
priate advice before 
sending any money, in- 
curring any expense or 
entering into a binding 
commitment in relation 
to an advertisement. 
The Far Eastern Econo- 
mic Review shall not be 































FOR SALE 


Operating ceramic factory near 
Bangkok. On sale-US$1 million 
serious inquiries please write to: 
P.O. Box 24-21, Bangkok-10240, 
Thailand. TLX: 82179 TRAVEX 
TH FAX: 662-2537610 TEL: 
374-5152-3 Attn: NARONG-PAT 


sult of his/her accepting . 
or offering to accept an - 
invitation contained in 
any advertisement pu- — 
blished in the Review. 












-.. OPPORTUNITY TO 
| PURCHASE UNIQUE 
~ AUSTRALIAN 
PUBLISHING ANNUAL 
A$850,000.00 & S.A.V. 


4. Take over a dynamic, progressive 
publishing business, with established 
reputation as the market leader. 

;.* Producing self-financing annual. 

*.1596:2596. retum on investment. 

* Turnover “A$300,000 with good 
growth potential in Australia and 
internationally. 

{Sound investment for existing pub- 
| lisher seeking to extend range; or a 
creative entrepreneur. 

2: OPTIONAL EXTRA. 

j * Stunning inner-city. 2 storey office/ 
“ae Modern conversion of historic 
1898 building. — 

x Indoor and outdoor gardens, gar- 
f s age. (Not for sale without busi- 
"ness. Business and Building: 

* A$1450,000.00 & S.A.V. 
Enquiries should be made to: The 
“Publisher, PO Box 761, Lilydale, Vic 
| 3140 Australia. Fax (03) 735 1697. 























MAXIMISE 
EFFECTIVENESS... 


For successful, cost effective 
marketing of business services; 
opportunities; personal invest- 
ments; property; recruitment; 
education; exhibitions; confer- 
ences; and in fact anything of a 
specific nature contact us now. 


FarEastern Economie 


International Classified Manager 
Far Eastern Economic Review 
15th Floor, 80 Gloucester Road 
GPO Box 160, Hongkong 
Tei: 5-293123 
Telex: 62497 REVAD HX 








PROPERTIES 
OF DISTINCTION | 


A perfect setting, targeted to reach 
an ideal audience. 







The fourth issue of every month. 





In the Far Eastern Economic Review. 






Contact: 
Karen Cole 
International Classified Manager 
Tel: 5-293123 
Fax: 8656197 
Tix: 82804 REVMD HX 
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A distinguished way to sell. _ 
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T overnight ferry to Malaita chugs 
out:of the Solomon Islands capital 
Honiara across Iron Bottom Sound and 
past Savo Island where Japanese and 
American warships slugged out one of 
the most intense and fast-moving sea- 
battles of World War II. 

From Malaita's main town of Auki, a 
crowded truck runs around the top of 
the island and down the east coast to 
reach the end of the road in four hours 
at Atori. A local man with an outboard- 
powered canoe will undertake the 
three-hour run in the open sea down the 
coast. In the late afternoon, the canoe 
glides into the harbour of Singalagu, cir- 
cled by near-vertical 700-m mountains. 

The small village on the shore, with 
its 30 or so houses of bush materials and 
corrugated iron around a church, is the 
last outpost of Western penetration in 
this part of the Solomons. Up on the 
heights live the bush Kwaio people, who 
since a bloody taxpayers revolt in 1927 
have made their mountainous jungle 
domain a no-go area for outsiders. Until 





tic love of the Solomon Islanders. With 
an English trainee colonial officer called 
Lillies and 16 “native” policemen, Bell 
went to Singalagu by government 
launch to set up camp to collect the tax 
on 4 October 1927. | 

About 200 Kwaio bushmen waited in 
line to file past Bell's table and pay their 
tax. The police had left their rifles in a 
nearby hut. One of the Kwaio con- 
cealed a rifle by holding it against his 
leg. At the table, he swung it by the bar- 
rel and smashed Bell's skull. Within 
minutes, nearly all the government 
party were clubbed, slashed, speared or 
shot with hastily grabbed rifles. 

When their news reached the British 
authorities on the island capital of 
Tulagi, a punitive response was quickly 
organised. White planters and islanders 
were drilled into a scratch force on 
Tulagi, and then ferried to Singalagu on 
the Australian cruiser HMAS Ade- 
laide, hastily dispatched from Sydney. 

Establishing a base camp some 600 m 
above the harbour, the force quickly be- 








The ‘breathless army’ at drill. 





E. ANSTEE 








a large party of armed police escorted in 
ballot boxes a year ago, the East Kwaio 
seat in the Solomons parliament was left 
vacant for eight years after indepen- 
dence in 1978. 

Malaita in the last part of the 19th 
century had been one of the chief 
sources of “Kanaka” labour recruited 
under a deceptive and onerous inden- 
ture system for the sugar-cane fields of 
Queensland and Fiji, or just simply kid- 
napped by Australian “blackbirders.” 
Resentment towards White authority 
still boiled in the mid-1920s when the 
British authorities in the protectorate 
applied a poll tax of five shillings on 
each adult male — an onerous amount 
designed to force subsistence villages 
into plantation-based cash economy. 

Australian-born Robert Bell was 
government officer on Malaita, consi- 
dered by most a “difficult” and “tough” 
character but well versed in local cus- 
toms and having a strong if paternalis- 





came known alternately as the “Breath- 
less” or “Whisky” army from its puffi- 
ness on the near-vertical trails and its 
large stock of liquid supplies. Their ac- 
tions were far from funny. Kwaio who 
failed to surrender were shot indiscrimi- 
nately. Women were raped, houses and 
gardens destroyed, graves and sacred 
places vandalised. 


T: posse returned to Tulagi — stric- 
ken with malaria, dysentery and tro- 
ical ulcers — with 200 prisoners. Six were 
ound guilty and hanged, another six got 
life sentences and many others 20-year 
jail terms. Some 24 died in custody 
within a year. Those still in jail in 1942 
were released as the Japanese invaded. 
The remaining Kwaio were devas- 
tated, hostile to all outsiders. When the 
British returned in 1945, they refused all 
cooperation until compensation had 
been settled, a very Melanesian de- 
mand. As London ignored the claim it 















grew larger, and the demands were not 
moderated even for the new Solomons 
Government from 1978. At last count, 
total claims were for SI$294 billion 
(about US$198.5 billion now) — SI$50 
million for every person killed (the 
Kwaio say 1,246 against the government 
estimate of 60), SI$200 million for every 
garden destroyed, SI$20 million for 
every wrecked shrine, down to 
$1$200,000 for each killed pig and 
S1$10,000 for each woman raped. 

Word travels fast in the bush. A strong- 
ly built, pipe-smoking man casually carry- 
ing a large machete came down to see 
the strangers. This was Ubuni, son of 
the Kwaio's Paramount Chief Folofo'u 
who is also leader of their Kwaio 
Fadanga movement dedicated to pre- 
serving kastom (traditional practices). 

Before dusk we followed Ubuni, 
breathless ourselves as we used our 
hands as well as feet to climb high above 
Singalagu Harbour. Folofo'u, a frail old 
man wearing thick spectacles and leaning 
on à stick, gave permission to enter the 
Kwaio lands. Afterfourhoursofslipping 
and staggering up hills and down valleys 
we reached a village called Takwa'firu, 
on a ridge about 8 km from the coast. 

The welcome was warm, but cau- 
tious. À visitor cannot help remember- 
ing that any slight, however uninten- 
tional, against kastom could have grave 
consequences. But late in the day, eight 
Kwaio men put on a concert in one of 
the larger huts with bamboo pan-pipes, 
slapping their thighs as percussion ef- 
fects as tropical rain crashed down out- 
side on the red clay. That night, a fire in 
the men's hut proved welcome against 
the rare (for the Solomons) sensation of 
chilliness. The women slept in separate 
huts, guarding the precious pigs. 

On the way down, Paramount Chief 
Folofo'u passed a surprising message 
to Solomons Prime Minister Ezekiel 
Alebua (which was duly delivered): the 
Kwaio Fadanga no longer wished to 
pursue thé compensation claim. It was 
clearly futile, he said. Schools, clinics 
and agricultural projects were what he 
wanted for his people. At the coast, 
dense bush. had covered the clearing 
where Bell's party was slaughtered and 
all but obscured the graves of his dead 
police. — Stephen Freed 


Folofo'u has since led a Kwaio Fadanga delegation to 
Honiara to drop the compensation claim formally, but 
this may not be the end of it. Several Kwaio chiefs have 
dissociated themselves from his move. 





1:8 MAY 1888 e FAR EASTERN ECONOMIC REVIEW =. 











OO PRORE > i , | ai 


; COST 


| 
| 





pproval of the Royal Ocean Racing Club, London 


ri 
3 
ry 
v 
F 
T 





Admiral's Cup. Named after the famous Champagne Mumr 














Men and women of distinction always have something rare in 


common, like a Corum watch on their wrists. For instance the Bb 
luxury Admiral’s Cup model in solid gold, with enamelled e 
nautical pennants marking the hours. Admiral's Cup, quartz, S 
water-resistant. Also steel and gold and in ladies versions T s 
Registered model 5 a / 
ANS ENSAYA 
SUISSE 


| Corum watches are on view at the finest jewellers. For information Tokyo: JAPAN TIME-ART CORPORATION, Tokyo Kintetsu Bldg., 19 Kanda- 


Matsunaga-Cho, Chiyoda-K u, Tel. 253.1331 Hong Kong: SHUI HWA WATCH CO LTD.. 50 Des Voeux Road C, Tel. 5-236447. Singapore: SHUI HWA 
JEWELLERY CO LTD., 02-112 Far East Plaza, !4 Scotts Rd., Tel 7374240. Kuala Lumpur: WOO HING BROTHERS SDN. BHD., G31 Kuala Lumpur 
Plaza, Tel. 2419420. Jakarta: LIBERTY WATCHES & JEWELLERY G42 Ratu Plaza, Tel. 711998 

Corum, 2300 La Chaux-de-Fonds, Switzerland 


oe 


eur 


pnm | Workers’ Habits Die Hard 


,  Meralco's Power Contacts 
a Prem’s Election Ploy q 


VYUDOVNIDEN LUFY 
|. NOT FOR RESALE | 


The US and Korea 


We dont want to lose you, but... 


Austala A275 Taka 5 — Brunei B4 5O-— Burma Kyats 50. Canada C$4.00 — France Fir 22— Holland G 8— — da Ra 24— noneda Re 200 WES 
Sonal MUR nemi franos Fi 22— lani Q8 Hongkong Ha 


y Won 2000— Laos USS2— Malaysia MSS 50 — Nepal Aa 22 — Now Zealand NZS4 — 





| Ce ai 
Dert E 
T L3 . DP v 
prn” F - PR 
^Y 





V. I. P. 


As you can see, you don't have to be famous to be treated as a Very Important Person 
by Swissair You're sure to notice, for example, how understanding and skillful we are 
in attending to children travelling alone: when you realize how contentedly and happily 
the little ones are enjoying their flight. Which of course means that our adult passengers 
can relax and travel in a peaceful atmosphere. For the secret of our success - not only. 
with children - lies in a time-tested Swissair speciality: reading x " 

our guests’ wishes from their eyes - no matter what their age. swissair 





{See ee M TATTIS LETTE E a 


Editor: Derek Davies 
Deputy Editor: Philip Bowring 
Regional Editor: Hamish McDonald: 
V. G. Kulkarni (Deputy! Ashley Wright, 
David Porter, Stephen Morgan (Assistants) 
Business Editor: Ron Richardson: 
Peter Witton {Deputy}. 
Liz Carver, Tony Major (Assistants) 
Focus Editor: Anthony Dyson 
Arts & Society Editor: Margaret Scott 
News Editor: Pau! Bayfield: 
Steve Proctor (Deputy); Anita Motwani (Assistant) 
Editorial Manager: Mary Lee 
Chief Correspondent: Rodney Tasker 
International Finance Editor: 
Anthony Rowley (London) 


Specialist Writers: 

Murray Hiebert {Indochina}; Bob Johnstone 
(Technology), Carl Goldstein {industry}: 
Emily Lau (Hongkong). Louise do Rosario and 
Elizabeth Cheng (China Trade}: Elien Salem 
{China Economy): Michael Westlake / Transport); 
Susumu Awanohara 


Art Director: Morgan Chua; 
Andy Tang, Ricky Hui, Barny Lee (Assistants) 


Production Editor: Pau! Lee: 
Henry Chiu (Deputy) 


Librarian: Jan Bradley 
BUREAUX 


Bangkok: Paisal Sricharatchanya, 
Paul Handley (2511139) 

Jakarta: Michael Vatikiotis (347814) 
Kuala Lumpur: Suhaini Aznam (2618252) 
Nick Seaward (2618244) 

London: (262-4877) 

Manila: James Clad, Jose Galang (5221808/595077) 
New Delhi: Salamat Ali (South and West Asia], 
Lincoln Kaye (616690) 

Peking: Robert Deifs (532-1550) 

Seoul: John McBeth, Mark Clifford (732-7954) 
Singapore: (2203720) 

Sydney: Michael Malik (212-3355) 
Taipei: Shim Jae Hoon (502-2359) 
Tokyo: Charles Smith, Nigel Holloway (2708229) 
Washington: Nayan Chanda (530-8303) 


OTHER CORRESPONDENTS AND CONTRIBUTORS 


Jacqueline Rees 
Jayanta Sarkar 
Colombo Manik de Silva 
Dhaka S. Kamaluddin 
Eurpe. .... . James Bartholomew (London), 
Shada istam (Brussels), Frances Williams (Geneva) 

Hongkong Christopher Marchand 
islamabad Husain Haqqani, Mohammed Aftab 





























Kathmandu 0. Kedar Man Singh 
Moscow SQ ue Judge, 
Rangoon v. run 
Taipei Jonathan Moore 
United Nations Ted Morello 
Wellington Colin James 


Managing Director: Charles H. Stolbach 
Gen. Manager — Marketing & Sales: Samuel J. Atlee 
General Sales Manager: Elaine Goodwin 
Adv. Manager, Asia: Nigel Bolding 
International Classified Manager: Karen Cole 
Circulation Manager: Stanton Leung 
Adv. Production Manager: Stanley Ng 


Published weekly, every Thursday, in Hongkong since 1946. All Rights 
Reserved. © Review Publishing Company Limited, Hongkong, 
1988. A wholly-owned subsidiary of Dow Jones and Company 
incorporated. 


Offices: Editorial & Circulation ~ 181-185 Gloucester Road, Hong- 
kong; Executive, Advertising& Accounts ~ 80 Gloucester Road, Hong- 
kong. Postal address: GPO Box 160. Hongkong. Cable: REVIEW 
HONGKONG { Eailorial): REVIEWADS HONGKONG (Executive, Advertising 
& Accounts; REVIEWCIRC HONGKONG (Circulation). Telex: 75297 
ECWEK HX (Editoria: B2804 REVMO Hx (Executive & Accounts): 62497 
REVAD WX (Advertising): 66452 REVCD Hx iCwculaton) Fax: 
5-8932762 (Editorial 5-8653440 (Executive à Accounts); 5-B656197 
LAdvertisingy: 5-722436 (Circulation. Ta : 5-8936688 {Editonah. 
5-293123 (Executive, Advertising & Accounts}, 5-8911533 (Circulation 

Printed by Dat Nippon Printing Co. (HK) Lid. Tsuen Wan Industrial 
Centre, 2-5/F , 220-248 Texaco Road, Tsuen Wan, N.T . Hongkong. 


UK: Registered as a newspaper at the General Post Office 
U.S.A.: The Far Eastern Economic Review (USPS 914-880} is pub- 
lished weekly, every Thursday, tor USS98.00 per year by Review Pub- 
lishing Company Limited. U.S. Mailing Agent — Datamovers, Inc., 38 
W. 36th St. New York,NY. 10018. Second-class paid at New 

* York, N.Y., and additonal mailing offices. POSTMASTER: send ad- 
dress changes to Far Eastem Economic Review c/o Datamovers, ine., 
38 W. 36th St., New York, N.Y. 10018-8073 


CHEI ember of the Audit Bureau of Circulations, London. — No. 19 


o FAR EASTERN ECONOMIC REVIEW e 12 MAY 1988 









Democracy in decline 


Recent constitutional amendments 
[REVIEW, 31 Mar.] bode ill for Malay- 
sians. While the legality of these amend- 
ments has yet to be tested in the courts, 
| looked at against the background of the 
| recent series of cases in which decisions 
were made against the government by 
| the courts, their aim is crystal clear. 
They are intended to remove from the 
| courts powers of judicial review where a 
| citizen feels aggrieved by an act of the 
i 





j executive. 

In moving the bill in parliament re- 
cently the prime minister accused the 
judiciary of being biased against the 
government and of being involved in 
politics and tried to justify the amend- 
ments by saying that the bill seeks to de- 
fine clearly the jurisdiction of the 
three branches of government: the 
legislature, the executive and the judi- 
ciary. 

In the course of his speech he took 
numerous swipes at the judiciary. I 
quote samples of these from the New 
Straits Times of 18 March with my ob- 
servations on them: 

» “Dr Mahathir said some courts 
laced more importance on precedence 
in Britain." 

Malaysian courts, as I understand it, 

cite decisions of English and other for- 
eign courts in support of their own deci- 
sions because there is no local precedent 
in point. As our law is largely based on 
English law, which is much more de- 
veloped than ours, what is wrong with 
relying on English decisions? 
» "Dr Mahathir said the judiciary and 
civil service could tick off MPs and the 
| government through certain channels, 
but this did not mean they could sup- 
press the people and their representa- 
tives." 

Can Mahathir cite one instance when 
the judiciary had suppressed the people 
and their representatives? 
> “... Thatis why we see some judges, 
when delivering judgments, making un- 
founded statements as if they want to 
vent their frustrations. 

"This was evident when a judge said 
a minister acted mala fide [in bad faith] 
when he did not investigate information 
from one of his officers." 

These remarks were made, no 
doubt, in reference to Democratic Ac- 
tion Party politician Karpal Singh's ap- 
plication for a writ of habeas corpus in 
which he was ordered to be released 
after the hearing at the Ipoh High Court 
recently. The minister concerned in this 
instance is the home affairs minister, 
who is none other than the prime minis- 
ter himself. Is the minister above the 
law? Why can't the judge comment on 
the manner in which the investigations 
were conducted? 

» “Judges are not infallible. In the 
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Carrian case in Hongkong, the judge 
made a decision which the world found 
strange. 

“One QC described the judge’s deci- 
sion as irrational and bizarre. Is it not 
possible that even in Malaysia there 
could be irrational and bizarre judg- 
ments made in bad faith?” 

Nobody ever said that judges are 
infallible. Indeed, it is because we 
know that judges are not infallible 
that we have the appellate system, so 
that a litigant aggrieved by the decision 
of one court may appeal to a higher 
court. 

What if the prime minister or any of 
his ministers acts in bad faith? Where 
will the citizen, whose rights are ad- 
versely affected by executive action, go 
to seek redress? After all, prime minis- 
ters and cabinet ministers are not infalli- 
ble either. 
> “Power must be responsibly used." 

In what way the judiciary has exer- 
cised its powers irresponsibly we are not 


told. Is the prime minister using his | 
power responsibly by steam-rolling the | 


constitutional amendments through 
parliament just because the govern- 
ment has lost some cases in court? What 
if the government should lose again in a 
suit brought by a citizen after the 
amendments come into force? Will the 
government amend the constitution 
again? 

> “He [Mahathir] said the courts could 


dispense with the backlog of more than | 


300,000 cases if they stuck to the written 
law rather than rely on their interpreta- 
tions.” 

This remark is the unkindest cut of 
all. Why blame the judiciary for the 
backlog of cases? From what can be 


gathered from newspapers, for a variety | 


of reasons it normally takes days, if not 
weeks, for a case that is being tried to be 


concluded. Furthermore, it is public | 


knowledge that the crime rate has in- 
creased substantially in recent years. 
Has the government made or is it mak- 
ing an in-depth study of the causes with 
a view to finding remedies? 

The prime minister's unprecedent- 
ed tirade against the judiciary is some- 


thing the world will find strange and | 


Malaysians will long remember. And 
what is more interesting, the attack 
/as launched under the cloak of par- 
liamentary privilege, a concept which 
we adopted from the West which, ironi- 
cally, the prime minister did not hesi- 
tate to use to his advantage despite 
his distinct distaste for Western proce- 
dure. 

While, on the one hand the prime 
minister talks glibly about democracy, 
on the other he proceeds to take away 
the rights of the people by destroying 
those very institutions that guarantee 
the people democracy. 

If Malaysians have not protested en 
masse against the changes that are being 
brought about it does not mean that 
they agree or have accepted them. It is 
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because Mahathir can wield the draco- 
nian power of the Internal Security Act! 
Not being in the fortunate position to 
“operate under the cloak of parliamen- 
tary privilege, I must operate under the 
1. cloak of anonymity. 
|. Selangor ‘Malaysian Observer’ 
After reading K. Das’ account of a con- 
versation with Tunku Abdul Rahman 


; [REVIEW 21 Apr.] I am inclined to be- | 


ieve that, apart from failing eyesight 
and now heart trouble, the Tunku is also 
suffering from mental decay or senility; 
. provided, of course, that the writer had 
1- presented his account correctly. 

|... One of the Tunku's points was why 
| Datuk Seri Mahathir Mohamad in his 
capacity as home minister did not use 
Section 70 of the Societies Act to save 
- Umno? Both the writer and the Tunku 


séemed to be puzzled by Mahathir's at- | 


titude, though the prime minister had 
access to scores of lawyers, including 
the attorney-general, to advise him. 
Would a prime minister, the presi- 
dent of the leading political party in the 
government, allow the country and the 
people *to be in a political shock" if he 
could help it? The answer is obvious and 
"he had two good reasons for his chosen 
course of action. 
First, the Tunku has on many occa- 
Sions expressed his belief in the inde- 
e of a judiciary free from inter- 

erence from the government. Had 
Mahathir used Section 70 in the case of 
Umno, would not Mahathir have inter- 
fered with a court decision? 

Secondly, Mahathir has been accused 
of being a dictator and of having turn- 
ed Malaysia into a totalitarian state. 
Had he used Section 70 of the Societies 
Act, this would not only have strongly 
supported such an accusation, but it 
would also have provided the opportu- 
nity for further accusation, especially 
from his political foes, that he (Maha- 
thir) was power crazy and would resort 
to any means to stay in power. 

It seems, therefore, that the Tunku 
will not accept any decision made by 
Mahathir if it goes against his wishes 
and desires. What, then, are his wishes 
and desires? 

Among other things, the Tunku 
wants to see the country and the people 
peaceful and, specifically pertaining to 
Umno, he wants to be the mediator be- 
tween the two factions — Team A and 
Team B. 

If this was so, why did the Tunku 
form Umno Malaysia, without any of 
the states' chief ministers and the Umno 
ministers and deputy ministers? When 
the Registrar of Societies rejected 
Umno Malaysia's application, suddenly 
there was this call on Mahathir, appeal- 
ing to him to use Section 70. Why did 
the Tunku not think of that before form- 

"ing Umno Malaysia and before its appli- 
cation was rejected? 

All the states’ chief ministers, Umno 
ministers and most deputy ministers 











were included in the pro-tem committee 
of Umno Baru. It is clear that Umno 
Baru was, in fact, the revival of the 
vane which had been declared null and 
void. 

The message of the Tunku’s argu- 
ments was therefore very clear. To him 
the only Umno is a party where he and 
his friends can be returned to power! 

If the Tunku genuinely wants to see 
the country and the people peaceful, he 
must do two things: first, accept Maha- 
thir’s leadership and, secondly, advise his 
friends to join the legally formed Umno 
Baru. To argue that they will not be ac- 
cepted is quite premature. And the 
question of who gets to the top in Umno 
Baru can be solved later, according to 
the party’s constitution. A. Rahman Muda 

Press Secretary to the 


Kuala Lumpur Deputy Prime Minister 


Seats filled 


Letter from Solomon Islands by Ste- | 


phen Freed [REVIEW, 5 May] may not 
purport to be serious reportage, but it 
contains several inaccuracies. 

First, the East Kwaio seat in the So- 


lomons parliament was not “left vacant | 


for eight years after independence in 
1978." In June 1976, Jonathan Fifi'i was 
elected member for East Kwaio collect- 
ing 849 votes out of 1,128 votes cast. He 
held the seat until defeated in August 
1980 by Daniel Fa'asifoabae who re- 
mained the MP for several years there- 
after. The West Kwaio constituency 
was also represented throughout this 
period. 

Secondly, the punitive expedition 
made up largely of volunteer white 
planters known as the “breathless” or 
"whisky" army was a pitiful fiasco of 
drunkenness and disease. The revenge 
killings, desecration and destruction 
were mostly perpetrated by the more 
professional and determined native po- 
lice, particularly those contingents 
whose relatives had been massacred 
with Robert Bell. 


Hongkong Philip Smiley 


Promotion quotas 


Tan Jee Say, principal private secretary 
to the first deputy prime minister, says 
[REviEW, 10 Mar. quite unthinkingly 
in reply to Francis Seow's letter [25 
Feb.] that promotions and appointments 
throughout the Singapore Government 
are strictly by merit. But how does one 
ensure this is so, when subjective value 
judgment is inevitable in any such selec- 
tion or promotion. Having now recog- 
nised that racial prejudices do come into 
play in elections, the next step is to en- 
sure that promotions and selections for 
jobs are not influenced by this same pre- 


| judice. Hence “quotas for the different 


races at all levels of the civil service and 
the armed forces" and in the private sec- 
tor is indeed the logical next step, as 
Seow has rightly pointed out. 











On the question of representation in 
parliament for the minority races, the 
Group Representation Constituencies 
do not offer genuine representation. 
Others feel that the whole exerctse is to 
make the Chinese more racially con- 
scious so that leaders from the minority 
community do not enjoy the same popu- 
larity as they do now with the Chinese, 
and at the same time to tell the Chinese 





‘Justice for All’ 


Aboriginal toll 

I have only just seen  Hamish 

McDonald's comments [REVIEW, 10 

Mar.] on my 

Australia, The Last Dream: = 
McDonald described “the unre- 

lieved procession of historical travesties 


pumped out by Pilger — such as that - ; 


alf a million Aborigines died in the 
‘killing fields’ of Australia since White 
settlement, when most scholarly esti- 
mates put the 1788 population at about 
300,000 us 

McDonald clearly has read little 

about the Aboriginal experience; the 
figure of 300,000 he quoted was a 1920s 
estimate of the historian Charles Row- 
ley. Since then historians have revised 
the figure dramatically. Prof. N. Butlin's 
work, for example, shows that as much 
as 8576 of the Aboriginal population of 
southeastern Australia died from intro- 
duced diseases in the first years of con- 
tact with opeen; and Rowley's esti- 
mate was ma 
scale counts of Aborigines up to 50 
years after contact. 


The figure I used, that more than | 


half a million Aborigines died as a result 
of White settlement; came from the 
latest, most distinguished research. Dr 
Peter White, reader in anthropology at 
Sydney University, and Emiritus Prof. 
D. J. Mulvaney, professor of pre-his- 
tory at the Australian National Univer- 
sity, are the co-authors of a monumen- 
tal bicentenary work, Australians to 
1788, whose findings were published in 
February 1987. "We think that 750,000 
is a believable figure [for the Aboriginal 
population in 1788]," wrote White, who 
made the important point that belief in 
the smaller number of Aborigines at the 
time of the White settlement had helped 
to diminish the responsibility of Euro- 
peans for the decimation of the Aborigi- 
nal population. 

r White wrote: "If we are talking 
about 750,000 people rather than 
300,000, the destruction of the Aborigi- 
nal society was on a more appalling 
scale than we imagined." Mulvaney wrote 
that the recent evidence meant that 
“more than 600,000 Aborigines died in 
the years after European settlement." 
London John Pilger 
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S-South Korean ties — forged in the war against the 
communist North in the early 1950s — have become 
| | uneasy as anti-American sentiment rises among South Ko- 
rean youth. A new economic and military contract must be 
drawn up to reflect South Korea’s growing strength and 
| prosperity, and the dawning era of austerity in the US. 
| Seoul correspondents John McBeth, Mark Clifford and 
Charles Lee, with Washington correspondent Nayan 
Chanda, analyse the future of a changing bilateral relation- 
ship which also has great significance for the Soviet Union, 
China and Japan. Page 19. 
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Page 12 
Thai Prime Minister Prem wards off a 
potentially bruising no-confidence 


up motion by dissolving parliament. 
oP 


age 13 

Singapore calls off a proposed inquiry 
into claims of mistreatment of de- 
tainees, saying re-arrested activists 
have recanted their accusations. 


Page 25 
Japan’s decision to participate in UN 
peacekeeping activities in Afghanis- 


itis taking in world affairs and in South 


| may also invite Cambodian coalition 









. | sidence in the Japanese capital. 





leader Prince Sihanouk to take up re- 
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Deprived of a majority in the South 
Korean National Assembly, President 
Roh will have to learn the art of politi- 
cal compromise if the government is 
notto be paralysed. 
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Page 34 

As China releases the draft of the 
post-1997 Basic Law for Hongkong, 
fears arise that the territory will be 
denied its promised autonomy. 


Page 36 


Sri Lanka's ruling party wins the four 
provincial polls, raising speculation of 


an early general election. 
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el Although no evidence directly links 
:dndian Prime Minister Gandhi to an 


arms-kickbacks scandal, new revela- 
tions keep the issue alive and embar- 


.| rass his administration. 


tan illustrates the more active interest 


Asia in particular. Meanwhile, Tokyo 
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Page 59 

The EC may impose a punitive port 
tax on ships built in Japan and South 
Korea in a bid to force Tokyo and 
Seoul to cut 'unfair' subsidies. 


Page 60 

Small shareholders in Robert Holmes 
à Court's Bell Group criticise the sale 
of a 39.896 stake in the company to 
Alan Bond and the Western Australian 
state government. 


Page 61 

President Reagan may still sign an 
omnibus trade bill if a clause requiring 
companies to give 60 days' notice be- 
fore closing a plant is removed. 


Page 62 
Politics dominates the annual meet- 
ing of the Asian Development Bank as 


| Japan and the US strive to increase 


their voting power in the bank. 


Page 66 

Malaysia, the third-largest cocoa pro- 
ducer in the world, may reconsider its 
refusal to join the International Cocoa 
Organisation. 


Page 70 

China's attempts to break into the lu- 
crative commercial space market are 
floundering despite the lure of bar- 
gain-basement satellite launches. 


Page 72 

China's iron rice-bowl! system of 
guaranteed employment and cradle- 
to-grave welfare benefits thrives de- 
spite repeated attempts at reform. 


Page 76 

Bangkok acts to stop foreign spe- 
culators buying Thai real estate in 
an effort to curb asharp increase in in- 
dustrial land prices. 


Page 84 

Manila's power distribution utility 
Meralco may be sold off under a 
scheme which will ensure that no 
single family can gain control. 
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REGIONAL 


Senior North Korean 
official defects 


South Korean agencies are ex- 
pecting an intelligence windfall 
from the defection of a North 
Korean security agent, who ar- 
rived in Seoul on 30 April. Kim 
Chong Min, 45, described as a 
high-ranking Public Security 
Ministry official, is the first 
North Korean holding a dip- 
lomatic passport to defect. Kim 
reportedly defected while on 
official business in Europe, 
but Seoul would not disclose 
any further details. 

— John McBeth 


Burmese riots claim 
dozens of lives 


The death toll from the March 
riots in Burma appears to have 
far exceeded official reports, 
which said one student had 
died.  Rangoon-based dip- 
lomats say a police van holding 
42 arrested rioters was left out- 
side a jail in Rangoon for 
nearly 10 hours, resulting in the 
suffocation of all inside. Dip- 
lomats now estimate the riots 
claimed the lives of 60 to 120 
people. — Bertil Lintner 


Taiwan train drivers' 
strike disrupts railways 


Taiwan's railways came to a 
standstill on 1 May as 95% of 
train drivers went on strike for 
better pay and working condi- 
tions. The first island-wide 
strike since 1949 disrupted 
journeys for about 350,000 
people on holiday tours and of- 
ficials said it had cost the rail- 
ways NT$35 million (US$1.2 
million) in lost business. About 
1,400 drivers joined the May 
Day parade in Taipei calling 
for a 10% wage increase, press 
reports said. They also joined a 
newly launched National Au- 
tonomous Labour League sup- 
ported by the tiny Labour 
Party. — Shim Jae Hoon 


Kanak militants reject 
negotiations over hostages 


Indigenous Kanak militants in 
- the French Pacific territory of 
New Caledonia have rejected 
an offer from Noumea’s 
Roman Catholic archbishop, 
Mgr Michel Calvert, to 
negotiate the release of 23 
French hostages held by the 
militants since late April. An 
offer by three rightwing local 
politicians to exchange them- 
selves for the hostages was also 
rejected by the militants, who 


have advised military au- 
thorities that only a negotiator 
with the authority of the new 
French president, to be elected 
on 8 May, is acceptable. 

The hostages — including 
police, crack French troops 
and their commander — are 
being held on the island of 
Ouvea. About 7,500 gen- 
darmes, military and militia 
are in the territory. 

— Michael Malik 


Peking lowers communist 





party's Red Flag 


The Chinese Communist 
Party’s theoretical journal Red 
Flag will cease publication in 
June, acting editor Xu Xing 
| confirmed in an interview with 
the Xinhua newsagency on 30 
April. Xu said that a new 
theoretical journal, Seeking 
Facts, will begin publishing on 
1 July under the aegis of the 
central party school, which will 
absorb most of the former jour- 
nal’s staff. — Robert Delfs 


UN deploys Afghan 
observer mission 

The UN began deploying its 
observer force to monitor the 
Soviet troop withdrawal from 
Afghanistan with the arrival in 








| Cordovez: responsibility. 





Islamabad on 24 April of oper- 
ations commander Maj-Gen. 





Rauli Helminen of Finland. 
The withdrawal, agreed to 
under the Geneva accords of 14 
April, is due to begin on 15 
May. 

The force comprises about 
50 military officers from 10 
countries, and will have two 
headquarter units, in Kabul 
and Islamabad. Helminen is 
expected to shuttle between 
the two capitals. Overall re- 
sponsibility has been delegated 
to UN Undersecretary-Gen- 
eral Diego Cordovez, architect 
of the accords, as Secretary- 





General Javier Perez de Cuel- 
lar’s representative. 
— Ted Morello 











BUSINESS 


No progress in US trade 
talks with Taiwan, Japan 
The US and Taiwan ended 
their four-day annual trade 
talks on 29 April with no con- 
crete agreement on major is- 
sues such as copyright protec- 
tion, tariff cutson US farm pro- 
ducts and opening financial 
markets to US banks. A strong 
US push for wider advertising 
of US cigarettes also met resist- 
ance from Taipei. Further talks 
are set for June and August in 
Washington. Meanwhile, US 
Trade Representative Clay- 
ton Yeutter said — on 
3 May that talks with Japan 
on beef and citrus trade had 
broken down. He said the US 
will refer the matter to the 
General Agreement on Tariffs 
and Trade for a ruling. 

— Shim Jae Hoon 


BP withdraws from South 
Korea oil-refinery plan 
British Petroleum has with- 
drawn from a joint venture 
with South Korea's Kukdong 
Oil to build a US$550 million 
oil refinery in Sosan. The pull- 
out followed bitter opposition 
by Hyundai chairman Chung 
Ju Yung (REVIEW, 23 July 
'87). Chung, who generally 
opposes ventures with for- 
cign panet, controls 50% 
of Kukdong’s equity. 

— Mark Clifford 


Siam Cement net sharply 
higher in first quarter 

Siam Cement Co. has reported 
first-quarter net profits of Baht 
622 million (US$24.6 million), 
compared to Baht 1.23 billion 
for all of 1987, which it attri- 
butes to improved efficiency. 
Driven by strong growth in the 
construction sector, revenues 
hit Baht 4.23 billion, vs Baht 
3.32 billion a vear-earlier. 
Siam's shares rose Baht 230 to 
Baht 2,541 on 29 April on the 
news. — Paul Handley 


Sydney harbour tunnel 
work to go ahead 

The newly elected Liberal gov- 
ernment of New South Wales 
has decided to continue with 
the A$500 million (US$380.2 
million) Sydney harbour tun- 
nel, despite a campaign pledge 
to stop work while a review was 
conducted. State Premier Nick 
Greiner said on 3 May that it 
would cost A$150 million or 
more to break the contract with 
a joint ventüre between 











Japan's Kumagai Gumi and 
local firm Transfield. The cón- 


| tract. was signed by the ousted 


Labor government, despite op- 
position groups' claims that the 
tunnel is unnecessary and may 
actually increase traffic conges- 
tion. — Michael Malik 


Singapore cuts CPF bill 

for workers over 55 

In abid to increase the work- 
force, Singapore has urged em- 
ployers and unions to raise the 
retirement age from 55 to 60. 
Mandatory .contributions _ to 
the Central Provident Fund 
(CPF, the national retirement 
scheme) will be cut for workers 
above 55 from. 1 July. There 
will also be changes in CPF 
charges for workers below 55, 
with the employers’ contribu- 
tion rising two percentage 
points to 12% and workers’ 
contributions falling a point to 
24% . Improved economic con- 
ditions were cited as the reason 
for the change. During a reces- 
sion two years ago, employers' 
levies were cut from 25% of 
wages to 10%.  — Ellen Salem 


Thai copyright law faces 
new battle in parliament 
Only one day after it was pass- 
ed, the controversial amend- 
ment to the Thai copyright law 
designed to protect US intel- 
lectual property was effectively 
killed by the 29 April dissolu- 
tion of parliament. The gov- 
ernment of Prime Minister 
Prem Tinsulanond pushed the 
bill through on a 183-134 
vote, but the dissolution 
means it must be re-submitted 
after elections in July. Thai- 
land has been under intense US 
pressure to enact the amend- 
ment or face the possible loss 
of trade privileges. 

— Paul Handley 


Private rice trade hits 
Burma exports 
Problems have hit Burma's re- 
cent decisions to allow private 
trade and rice exports. Private 
traders now offer better prices 
than the government, which 
has trouble buying rice for ex- 
port. Even the army may face 
shortages, according to Ran- 
goon-based diplomats, if the 
government cannot improve 
the collection and distribution 
of rice. In the fiscal vear ended 
March 1987, Burma exported 
597,245 tonnes of rice. How- 
ever, since the February deci- 
sion to allow private exports, | 
the government has exported 
only 17,000 tonnes. 

— Bertil Lintner 
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PEKING WARNING 


_ Chinese officials have expressed their 
^| concern to recent American visitors 
|. to Peking about what they see as 
weakening US interest in Cambodia. 
They noted a recent flurry of visits by 
US legislators to Hanoi who have 
called for the posting of US diplomats 
| inthird-country embassies to handle 
bilateral relations because the US 
does not recognise Vietnam. Such 
moves, Chinese officials warned, 
would weaken the struggle against the 
Vietnamese occupation in Cambodia 
and become a new irritant in Sino- 
American relations. 


| IMPRUDENT ISSUE 


Vietnam's State Bank issued new 
Dong 1,000 notes on 4 March before 

|. the Council of Ministers had reached 
| an agreement to introduce the new 
currency. The large-denomination 
bills had a disastrous impact on 
confidence in Vietnam's already 
ailing economy. Food prices doubled 
almost overnight and the black- 
market value of the US dollar shot up 
from Dong 1,300 to 2,300 (the official 
rate is US$1:Dong 368). 


VISAS DENIED 


South Korea's dealings with Eastern 
bloc nations are still limited to 
business and sport. The Russian 
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Orthodox Patriarch of Moscow was 
unable to obtain a visa for a recent 
conference in Seoul on Korean 
national reunification sponsored by 
the liberal National Council of 
Churches in South Korea. Scholars 
from East Germany, Czechoslovakia 
and Hungary were also denied visas. 
A West German who was scheduled 
to give a paper at the conference was 
also denied a visa. He attempted to 
attend but was turned away at Seoul's 
Kimpo Airport. 


SOVEREIGN QUESTIONS 
Are the Marshall 
Islands and the 
Federated States 
of Micronesia 
independent? 
This question is 
about to face the 
Asian Development Bank. Both 
Pacific island groups sent observers 
to this year's annual meeting and are 
expected to apply for membership. 
The bank has a provision for entry of 
dependent territories (such as 
Hongkong), but the US made a 
special plea at the meeting that 
they be considered sovereign states. 
Some bank lawyers have their 
doubts. And critics of the US allege 
that the islands are no more . 
independent in their foreign policy 





than South African Black 
^homelands." 


EXPENSIVE SEATS 

South Korea's national assembly 
elections, which took place on 26 
April, were an expensive lesson in 
democracy — atleast for businesses. 
The head of one medium-sized 
business group, for example, donated 
atotal of Won 4 billion (US$5.4 
million) to the more than 200 
candidates he knows. much of it in 
token amounts, while trying to keep a 
low profile to avoid further appeals 
for contributions. Electoral spending 
was expected to average US$2 million 
for each of the 224 elected assembly 
seats. E E 


FOREIGN SYMPATHY 

Islamic organisations from 10 mainly 
Middle Eastern countries ha 
expressed moral sup 
religious counterparts in southern ` 
Thailand who have demanded the — 
transfer of a senior Budd! QS 
government official. Narat i 
province Deputy Governor Sompong 
Sriyaphan was accused recently of — 
insulting Islaminacontroversial — 
booklet which criticised some | 
practitioners of Islam, Christianity. 
and Buddhism for abusing their own: 
religions to further vested interests. |. 


























AFGHANISTAN 

A massive car bomb exploded in Kabul 
killing six people and injuring 49, security of- 
ficials said (27 Apr.). 


HONGKONG 

The first draft of the Basic Law, the mini- 
constitution for the territory when it be- 
comes a special administrative region of 
China in 1997, was released (28 Apr.). 


INDIA 

Seven Hindus were shot dead by Sikh ex- 
tremists in attacks on two villages in Amrit- 
sar, it was reported (29 Apr.) Union Carbide 
appealed against a court order to pay 
US$192 million as temporary relief to vic- 
tims of the 1984 Bhopal gas disaster (3 May). 


NEW CALEDONIA 

France send more troops after Kanak 
separatists took more French hostages, in- 
cluding a magistrate and head of France's 
anti-terrorist squad (27 Apr.). Minister for 
France's overseas territories called for the 
outlawing of the Kanaks' party, the FLNKS, 
while separatists continued to hold 23 French 
hostages (28 Apr.). A French navy patrol boat 
shelled a Kanak separatist camp (30 Apr.). 
Kanaks appealed to the UN to intervene, 
while Noumea's Roman Catholic archbishop 








jected the offer of three local politicians to 
take the place of hostages, and demanded an 
independent mediator from Paris (2 May). 


NORTH KOREA 
Vice-President Rim Chun Chu died after 
a long illness at the age of 76 (27 Apr.). 


PAKISTAN 

Troops with orders to shoot on sight im- 
posed a curfew in a Karachi suburb where 
five people were killed in weekend rioting, 
police said (2 May). 


PHILIPPINES 

The Malaysian navy seized a Philippine 
merchant ship and its two escort vessels and 
detained their 45-member crew in April in 
the disputed Spratly Islands, Manila news- 
papers reported (3 May). 


SINGAPORE 
The Home Affairs Ministry said that it 
was scrapping a commission of inquiry origi- 
nally set up to investigate allegations of tor- 
ture by nine of 22 people arrested last year 
because they had retracted their accusations 
29 Apr.). 


SOUTH KOREA 
A senior North Korean Government offi- 
cial arrived in Seoul after defecting through a 





European country, the Foreign Ministry an- 
nounced (J May). 


SRILANKA 

Suspected leftist gunmen opened fire at à 
polling centre, exploded a bomb and set fire 
to a railway station hours before polling 
began for local elections (28 Apr.). The rul- 
ing United National Party won control of all 


provincial councils at the elections, it Was re- 


edes (29 Apr.). Thirty-two people were 
illed in attacks by suspected Tamil Tiger re- 
bels (/ May). An MP was killed and three 
other people wounded when Sinhalese ex- 
tremists ambushed their car in the southern 
town of Galle, police said (2 May). 


TAIWAN 

Train drivers were on strike for the first 
time since 1949 as about 1,300 drivers broke 
ranks with their government-controlled 
union and stayed away from work in a dis- 
pure over pay and working conditions (J 
May). 


THAILAND 
Prime Minister Prem Tinsulanond an- 


nounced the dissolution of parliament and |. 


called for a general election on 24 July (29 
Apr.). Prem rejected the resignation of the 
army commander-in-chief Gen.- Chaovalit 
Yongchaiyut (2 May). 
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| offered to mediate (7 May). Separatists re- | 
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By Paisal Sricharatchanya and Rodney Tasker in Bangkok 


I; a masterful political stroke, Thai 
Prime Minister Prem Tinsulanond 
warded off the prospect of a personally 
bruising parliamentary no-confidence 
motion and now seems set to serve a 
fourth term after a general election on 
24 July. His surprise dissolution of par- 
liament on 29 April not only nonplussed 
his political enemies who were sniffing 
blood, but jolted his coalition allies and 
senior military supporters into rallying 
round him with renewed vigour. 

The election is almost certain to re- 
flect the sadly splintered state of the 
parties which, with no single party 


realistically looking ahead to an overall | 


parliamentary majority, will enhance 
the non-partisan Prem's chances of em- 
barking on his ninth year in power. 

At the same time, Prem's refusal to 
accept the 2 May resignation of army 
chief Gen. Chaovalit Yongchaiyut — 
fulfilling a pledge Chaovalit made when 
he was appointed to the top military 
post in May 1986 — means the taciturn 
prime minister will probably ensure 
vital continued support for his adminis- 
tration by the politically powerful 
armed forces. 

By rejecting Chaovalit's resignation, 
Prem — himself a 67-year-old retired 
general and now the longest-serving 
civilian prime minister — effectively 
neutralised perhaps his only potential 
rival for the post-election premiership. 
Chaovalit, who turns 56 this month, 
four years before he is officially due to 
retire, has never posed a serious chal- 
lenge to Prem, having served as a 
trusted adviser to him in both political 
and military affairs. Chaovalit's submis- 
sion to the prime minister over the past 
two years has been so visible as to 
prompt grumbling among some middle- 
ranking officers that he does not suffi- 
ciently retain for the military establish- 
ment its due honour. 


Chaovalit is now expected to con- | 


tinue serving as army chief at least until 
September, the time of the annual mili- 
tary promotions. If he has entertained 


any hope of entering the political arena | 


in a post-military career, he will have to 
bide his time as there will be a new gov- 
ernment by then. In the run-up to 
Prem’s decision to dissolve parliament 
some opposition parties openly courted 
Chaovalit. But not any more. 

Events immediately after the disso- 
lution suggested that Prem remains 
firmly in control. The military top brass 
trooped into his residence the following 
day. Then two days later, on 1 May. a 














smiling and visibly relaxed Prem was 
seen playing golf with Chaovalit and the 
leaders of three of his four coalition par- 


ties — the Democrats, Chart Thai and | 


Social Action. The fourth partner is the 
Rassadorn Party. The symbolic event 
was enough to convince analysts that at 
least these three key parties were pre- 
pared to back Prem in a post-election 
government. 

They have few options: none of the 
parties, including those in the opposi- 
tion, is expected to emerge with a clear 
majority to form its own government. 
Of the neutral candidates for prime 
minister, only Prem appears to have suf- 
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ficient backing from the military and, 
more important, the royal palace. 

Ironically, the unexpected turn of 
events was triggered by an issue that has 
little bearing on the course of Thai poli- 
tics. After a heated house debate the 
day before the dissolution, the govern- 
ment managed to push through a con- 
troversial copyright amendment bill 
which would have given protection to 
US intellectual property had the bill not 
been killed by the dissolution of parlia- 
ment. The outcome was embarrassing 
for the government, with 31 dissident 
MPs from the Democrat Party siding 
with the opposition. 

The Democrats’ credibility was by 
then already at a low ebb, having sut- 
fered from a series of protracted, inter- 
necine struggles since early-1987 be- 








Prem foils his opponents by dissolving parliament 


Choosing his ground 








| have obstructed national administration 


tween the dissidents and the 
mainstream faction, headed by party 
leader and deputy prime minister 
Bhichai Rattakul. On the evening of 27 | 
April, after learning of the dissidents’ 
decision to oppose the copyright- 
amendment bill, Bhichai met Prem and 
told him he would offer his resignation. 
It was the party leader’s gesture to ac- 
cept responsibility for his defiant MPs. 

After the 28 April voting on the bill, 
all 16 Democrat ministers decided to 
resign. The move was seen as an act of 
good faith aimed partly at recovering 
some of the battered party’s credibility. 
Bhichai telephoned Prem the following 
day, prior to the latter's departure fora | 
Manila meeting, and the mass resigna- 
tion was announced hours later. 

At the time, it was widely expected 
that the move would only give Prem the 
option of reshuffling his cabinet so that 
he could scale down the number of 
Democrat ministers by four or five to re- 
flect the party's real strength — once a 
total of 100 MPs in the 347-seat house, 
minus the dissidents. 

The dissolution therefore came as a 
surprise. “Our resignation was to pave 
the way for the prime minister to reshuf- 
fle the cabinet,” Bhichai later told the 
REVIEW. “On the other hand, a house 
dissolution was a [distant] possibility we 
never ruled out. I have warned my 
members many times that it existed so 
long as we could not resolve our internal 
problems.” 





he royal command on the dissolu- 
tion, counter-signed by Prem, cited: 
“(Members of some] parties do not ac- 
cept the opinion or resolution of the 
majority. These are against the ruling 
guidelines of a democratic regime and 


But most analysts believe the 
dreaded prospect of facing unruly at- 
tacks, particularly on sensitive matters 
relating to his personal affairs, in a par- 
liamentary no-confidence debate origin- 
ally set for 9 May, must have featured 
strongly in Prem's decision. The prime 
minister has shown himself highly sensi- 
tive to personal criticism in the past. 

Perhaps touching on one of the 
prime minister's soft spots, one opposi- 
tion leader in particular — Muanchon 
Party leader and Bangkok MP Chalerm 
Yubamrung — had threatened to ex-, 
pose what he described as the unmar- 
ried prime minister's “odd” personal 
behaviour. Chalerm also accused Prem 
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of having expensive houses in upcoun- 
try provinces. Several of the prime 
minister's aides quickly jumped to his 
defence. 

"Thailand, during the past eight 
years under Prem, has achieved some- 
thing close to an economic miracle," a 
senior Asean diplomat said. "The prime 
minister would stand up to defend any 
issues relating to state. affairs. But he 
would not tolerate any criticism of his 
personal life. The Democrats' mass res- 
ignation thus presented a god-sent op- 
portunity." Io 

The government would. doubtless 
have survived the no-confidence de- 
bate. But as noted political scientist 
Likhit Dhiravegin said: “A similar em- 
barrassment like the copyright amend- 
ment voting outcome could have re- 
sulted. Then it would not be a question 
of no confidence but, rather, one of not 
enough confidence.” 

While party breakaways and new 
alignments will ensure the parties are 
more dissipated than ever, most ana- 
lysts believe that Chart Thai — the sec- 
ond-largest coalition party, which com- 

















| Prem: tenure as PM enhanced. 





manded 63 seats in the dissolved parlia- 
ment — is financially the best prepared 
for the election and now may well over- 
take the Democrats as the largest par- 
liamentary party. 
Apart from losing the 31 dissidents 
— who now say they are setting up their 
own party — the Democrats’ fortunes 
will be further buffeted in Bangkok, a 
traditional stronghold. The Bangkok 
votes, which previously went mainly to 
the Democrats and to the Prachakorn 
Thai party of fiery orator Samak Sun- 
daravej, will now be deflected by the 
emergence of a potentially powerful 
party headed by popular Bangkok gov- 
veror Chamlong Srimuang, a devout 
Buddhist with the image of a political 
"Mr Clean." Chamlong, however, will 


serve out his Bangkok governorship ane 


not contest the July poll. 
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SINGAPORE 


Truth — latest 





As ISA detainees recant, government cancels inquiry 


By Margaret Scott 

E ight days after promising an investi- 
gation "to get to the bottom" of alle- 

gations that assault and coercion were 

used to get false confessions from those 


it detained as Marxist conspirators last | 


year, the Singapore Government has 
scrapped the planned commission of in- 
quiry. Those who made the allegations 
on 18 April and were re-arrested the 
next day had again recanted, the gov- 
ernment said, rendering the commis- 
sion redundant. 

In announcing the scrapping of the 
commission, the government said that 
those re-arrested had signed statutory 
declarations admitting that their joint 
statement was designed "to discredit 
the government, and provoke agitation 
and condemnation from human-rights 
groups and the foreign press." 

The sworn declarations, copies of 
which were released by the govern- 
ment, vary widely in content. Five of the 
eight re-arrested detainees appear to re- 
tract specifically the physical abuse alle- 
gation, while the other three do not ad- 
dress the subject. Wong Souk Yee, the 
amateur dramatist whose edited version 
of her original detention and descrip- 
tion of being hit (once) by the deputy di- 
rector of the Internal Security Dore 
ment (ISD) was published by the 
REVIEW (5 May), was said to have de- 
clared: “I was not slapped in the face 
nor hit on any part of my body." 

Besides Wong, the other declara- 


| tions were signed by Kevin de Souza, a 


recent law graduate; Teo Soh Lung, a 
lawyer; Kenneth Tsang, an advertising 
executive; Yap Hon Ngian, who works 
for the Singapore Broadcasting Corp. 
(SBC); Chng Suan Tze, a lecturer at the 
polytechnic; Ng Bee Leng, a former so- 
cial worker, and Tang Lay Lee, also a 
lawyer. Another lawyer who had been 
advising some ex-detainees and was ar- 
rested along with the eight, Patrick 
Seong, also made a sworn statement, in 
his case admitting to using his legal rep- 
resentations to push an anti-govern- 
ment campaign. 

Production of the declarations on 
28 April has extended but blurred the 
outline of the Marxist plot which the 
government said it had broken by the 
arrests last May and June of 22 young 
professionals under the Internal Sec- 
urity Act (ISA), which allows for deten- 
tion without trial for renewable two- 
year periods. All but one of the 22 were 
released over the next seven months, 
after corroborating the government’s 
version in televised confessions. 

The government said the allegation 
that the 22 detainees had been forced to 


tell lies to back up a fabricated story had 
now been “demolished” by the eight sig- 
natories themselves. Also backing the 
government’s case has been statutory 
declarations from five of the original 22 
detainees who had not signed the 18 
April statement. All that remained, the 
government said, was a separate com- 
plaint to police by the brother of de: 


assaulted during her first interrogation. 
The "original reason" for the inquiry 
had gone, and it would therefore not be 
held. 

Yet a ninth signatory of the 18 April 
allegations, lawyer Tang Fong Har, who 
has escaped arrest by remaining over- 
seas, has re-affirmed her statement. 
"We did not sign that statement on the 
spur of the moment. I would never re- 
tract that statement and now I am the 
only one who can say that freely," she 
said in a telephone L ; 
interview from a 
West European city 
she refused to dis- 
close for fear of 
contact from Singa- 
porean authorities. 
“The fact that they 
{the eight others] 
held out for so many 
days shows their 
determination." 

In a later state- 
ment released 
through a West 
German human- 
rights group, Tang 





| Goh: election issue. 


tainee Teo Soh Lung that she had been... 























said that during her 
detention last year she had been slapped 
so hard by ISD official S. K. Tan that 
| she fell to the ground, was denied sleep 
for 20 hours, made to stand under spot- 
lights and a powerful air-conditioner, 
and tricked into her televised confession 
by being told the others had agreed and 
that her chances of release might be 
damaged if she did not. 

| While most of the declarations back 
| away from the joint statement’s attack 
| on the veracity of the televised confes- 





sions, several said their words had been 
presented in a misleading way. Also, 
Teo's declaration states: “I was not 
aware that I was playing any role in any 
Marxist conspiracy." 

Questions have been raised in Singa- 





P : : 
of the statutory declarations, given that 
t 


held for 10 days in the custody of the 


| 
| 
| 
| 
| ery ISD officials they had accused of 
| 
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lowed to visit until 29 April; when they 


ore as well as abroad about the validity: 


hey appeared after the eight had been _ 


V 
abuses. Family and lawyers were not al- | 




































were separated from the eight detainees 
by plate glass and had to converse by 
telephone. “We were told not to discuss 
the whole issue or we would be cut off,” 
said tht husband of Ng Bee Leng. 

This point was raised at a 29 April 
news conference held by First Deputy 
Prime Minister Goh Chok Tong, sup- 
ported by Trade and Industry Minister 
Lee Hsien Loong and Home Affairs 
Minister S. Jayakumar. Zainal Abidin 
Rasheed, editor of the Malay-language 
Berita Harian, said that many people 
were disappointed the commission had 
been called: off and asked for comment 
on the viewpoint that there was “no- 
thing like having the detainees and in- 
volved parties testify to an independent 
inquiry rather than statements made by 
detainees under stress of detention.” 

Apparently dissatisfied with Lee's 
response that Tang had already dismiss- 
ed the commission as a “whitewash,” 
the editor explained his question: "Now 
people can still say the SDs [statutory 
declarations] were also made under the 
stress of detention. Now, how do you 
convince people that the SD makes the 
difference?" Goh replied that while the 
detainees might claim duress, the docu- 
ments were sworn statements. *. . . if 
the contents are proven false, they [the 
detainees] may be charged with a crimi- 
nal offence," Goh said. 

Francis A. Seow, a former president 
of Singapore's Law Society who is rep- 
resenting Seong and Teo and has ob- 
tained a 6 May hearing for habeas cor- 

. pus applications, said the declarations 
"are not worth the paper they are signed 
on." Seow himself came in for particular 
criticism during the 29 April news con- 
ference, where it was disclosed that At- 
torney-General Tan Boon Teik is filing 
a complaint against him with the Law 
Society for overstepping his role as legal 
counsel. 

A government statement said Seow, 
like detained lawyer Seong, was “misus- 
ing his status as legal counsel as a cover 
for political propaganda and agitation." 
It is an open secret in Singapore that 


Seow intends to run as an opposition | 


candidate at the next general election. 
Seow said his possible intentions to con- 
test the elections had no bearing on the 
rights of his clients. 


pie down the allegations has been 
_ E portrayed by the local media as a 
test of mettle for the younger genera- 
tion of leaders who may take over from 
Prime Minister Lee Kuan Yew soon. 
Goh and Lee Hsien Loong (the prime 
minister's son) have been taking the 
poly decisions. Prime Minister Lee 
as been kept informed throughout, but 
has not commented much in public. 
Goh, who is widely tipped as Lee’s 
immediate successor, strongly asserted 
the continuing need for the ISA, which 
originated in British measures to put 
down the post-World War II Malayan 
communist uprising. “My own view is 





that Singapore is not like a Western 
country, " he said. “If I have to run Sin- 
gapore, I will run it with the ISA intact." 
Goh said the ISA would be an issue in 
the next general elections, widely ex- 
pected to be held later this year. 

The first deputy prime minister also 
expressed his faith in ISD director 
Tjong Yik Min, a 35-year-old engineer- 
ing graduate of an Australian univer- 
sity. The allegation in the 18 April state- 
ment that detainees had been struck up 
to 50 times had not been backed by de- 
tails. Wong Souk Yee's account of being 
struck once with a spectacle case was, if 
true, "much less alarming." Her article 
had been ^so ridiculous, [an] anti- 
climax." 

The security threats to Singapore, as 
elaborated by Goh and the younger 
Lee, come not only from Marxists 
aligned with the underground Com- 
munist Party of Malaya (CPM), which 
they said was still pushing “united 
front" tactics through legitimate 


DO Nor ALLOW 
YOURSELF TO BE 
MADE USE OF BY 
FOREIGN FORCES ! 


groups. Lee said there must be no 
covert activities, misuse of non-politi- 
cal organisations for political aims, or 
working in concert with outside groups 
— whether it be the CPM, Amnesty In- 
ternational or any other Western or 
communist group. 

The government statement said that 
from the activities of Seong and Seow, 
there was evidence of “an organised 
campaign” to discredit the government. 
“Now that the ex-detainees have been 
re-arrested, the ensuing hysterical cam- 
paign against the Singapore Govern- 
ment by the foreign press, especially the 
offshore press, is likely to be part of this 
scheme,” the statement continues, de- 
fining the offshore press as the REVIEW, 
Asiaweek, The Asian Wall Street Jour- 
nal and other regional publications. 

At the news conference, Goh said 
that Seong was not a Marxist. Lee said 
the 18 April statement by the ex-de- 
tainees had been a “pre-meditated, 
coordinated exercise” and that there 
were other “prime movers” behind it. 
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“We have some suspicions, but in the 
nature of these things it is very hard to 
say who,” Lee said. 

He raised two examples of past 
"black operations" — an alleged US in- 
telligence payment to à Singapore 
minister in 1957-58, and funding of the 
defunct Singapore Herald newspaper in 


1971 — which seemed to cast as much. 


suspicion against Western interests as 
communist ones. The Herald was 
owned principally by Hongkong-based 
Sally Aw Sian (whose family started the 
Singapore-based Haw Par group). Bank 
funding came from the Singapore 
branch of the Chase Manhattan Bank, 
which foreclosed at the behest of the 
Singapore Government. 


A. it is, foreign critics of the re- 
arrests have included long lists of 
lawyers from the US, Australia, and 
Malaysia. Canberra has instructed its 
High Commission in Singapore to take 
up the re-arrests with the Singapore 
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Government. Asia Watch, a Washing- 
ton-based human-rights group, com- 
missioned a noted international lawyer 
specialising in East Asian issues, 
Jerome Cohen, to observe the 6 May 
habeas corpus hearings. Jim Anderton, 
a New Zealand Labour Party MP, also 
planned to attend, representing the 
Emergency Committee. for Human 
Rights in Singapore, a group that also 
has been named by the Singapore Gov- 
ernment as being involved in the cam- 
paign to discredit it. 

Singaporeans were advised by Goh 
that it was not a crime to talk to foreign 
journalists. Nor was it subversive for 
foreign reporters to “nose around for 
news sources” as long as they did not in- 
terfere, for example by helping draft 
press statements to embarrass the gov- 


| ernment. Singaporeans could get to- 


gether to discredit the government 
through the political system. “But .. , 
do not allow yourself to be made use of 
by foreign forces, whether they are pow- 
ers or groups outside Singapore.” 
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SIEMENS 


31 ¢ OU unt ries can’t 
all be wrong. ; 


EWSD shows its colours. 





the ‘switching sy i tem 
for the world market 


EWSD is the all- digital switch- 
ing system from Siemens ~ 
the future-proof investment for- 
every provider of a public 
telecommunications network. 


And there are not many invest- 
ment fields where future 
security plays so vital a role as 
it does in switching systems. 
Given the immense capital 
outlay concerned, the changes 
involved in the introduction of 
ISDN - the telecommunications 
network of the future - mean 
that a great deal of time must 
also be invested. Only if the 
switching system fully satisfies 
all expectations will it be pos- 
sible to set up a reliably func- 
tioning, blanket-coverage ISDN. 


This is thus one of the most 
significant decisions since the 
creation of direct distance 
dialing. 


Only the very best systems will 
be able to stand up to the tests 
on which these decisions are 
based. 


And since its introduction, 
EWSD from Siemens has passed 
these tests with flying 

colours in every single one of 
the countries here listed. 





Many countries have decided 
in favor of EWSD: but are they 
also planning to implement 

the ISDN? Well, six countries 
have already ordered the 
pre-engineered ISDN-version of 
EWSD: the Federal Republic 

of Germany, Switzerland, 
Denmark, Finland, the USA 

and Colombia 


Thus in effect every administra- 
tion that has opted for EWSD 
has also paved the way into the 
world of ISDN -with Siemens. 


After all, Siemens i is well up 


28 countries - and its 140 years 
he market. Siemens is the 
gest private employer in 
urope -and has even more 
hare-holders than employees- 
e half a million. 


If you want to know more 
about Siemens, or about 
ISDN and EWSD, write to: 


Siemens AG 

Infoservice 141/7429. FEER 
Postfach 2348 

D-8510 Fürth 2 

Federal Republic of Germany 


Siemens- 

total commitment 
in communications 
technology 





“it really made me sorry to see the 
landing time approach." 


This is an authentic passenger statement 
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Passage to prosperity strains US ties 


Little buddy grows up 


By Mark Clifford in Seoul 


It is near the end of 
the 1988 Team Spirit 
E military exercise and 
Ja US infantry captain 
has surprised and 
"captured" a South 
Korean truck convoy 
entering a dusty cross- 
roads town. Suddenly, a South Korean 
officer leaps from the leading vehicle, 
angrily confronts the big American and 
shoves him out of the way. The convoy 
leader then waves his trucks through, 
swinging up into the cab of one as it 
passes. The captain gives a rueful grin 
and shrugs helplessly. 

That and similar scenes enacted dur- 








The South Koreans’ bittersweet feel- 
ings for the US should come as no sur- 
prise, given their country’s reliance on 
US aid in the more than three decades 
following the Korean War. But the feel- 
ings are becoming more bitter than 
sweet, with even many US-educated 
middle class South Koreans increasingly 
resentful over what they see as US 
bullying on the trade front. 

“Because of outspoken and visible 
US pressure put on us, the general pub- 
lic — and especially the younger genera- 
tion — is getting quite anti-American,” 
Finance Minister Sakong II said. “Until 
a few years ago [South] Korea was one 
country in the world where "Yankee Go 





ton-Seoul relationship have been 
hushed up for the past eight years. 

However, trade friction has thrust 
these strains into public view. The US is 
determined not to let Seoul continue to 
enjoy mounting surpluses, while the 
South Koreans plead for more time to 
consolidate their economic gains. Quite 
simply, the pace of economic change 
has outrun the ability of leaders in both 
countries to keep up. 

South Korea, which posted a sub- 
stantial current-account surplus for the 
first time only in 1986, has had a hard 
time shaking off its self-image as a poor, 
developing nation. Moreover, last 
year's political turmoil, capped by presi- 
dential elections in  De- 





US-South Korea cooperation 
would have been unthinkable 
not so long ago. But these 
days, the South Koreans do 
not like to lose — whether it 
be in a war game, or a trade 
war. And as the yawning US 
trade and budget deficits force 
the two allies to reassess their 
positions, it is a safe bet there 
IS going to be a lot more push- 
ing and shoving on both sides. 
Not since former US presi- 
dent Carter threatened to pull 
out American troops more 
than a decade ago have US- 
South Korean relations in 
trade, security and culture 
been so uncertain or so emo- 
tionally charged. A new eco- 
nomic and military contract 
must be drawn up to reflect 
South — Korea's 
strength and the dawning era 
of austerity in the US. However fuzzy 
the outlines may be, that contract will 
be of great significance not only for 
Korea, but for the four great powers — 
the US, Soviet Union, China and Japan 
— which have a stake in what is one of 
the world's most militarised regions. 
The most noticeable change in the 
past two years has been a spasm of anti- 
Americanism. Cattle farmers in one 
country village, piqued at the prospect 
of US beef imports, grumble that they 
would kill any Americans who came 
into their village. In Seoul, the new stu- 
dent president at the prestigious Seoul 
National University calls for a US troop 
withdrawal and removal from the coun- 
try of nuclear weapons. Tame stuff in 
'many countries, but unprecedented in 
this capital city, located only 50 km 
south of a belligerent North Korea. 


ing this annual showcase of 
o 
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growing |US soldier talks to local during the exercise. 


cember, made South Korean 
leaders reluctant to spearhead 
measures to open markets for 
fear of offending domestic in- 
terests and providing the op- 
position with an easy target. 

Yet South Korea’s inability 
to adapt more quickly to a 
surplus has cost it hard-won 
credibility in the US. US offi- 
cials say that while agreements 
have been reached on such 
sticky issues as beef, cigarettes 
and insurance, Seoul has not 
implemented them. 

Personal relations have 
also been strained. Finance 
Minister Sakong drew US 
Treasury Secretary James 
Baker's ire when he promised 
last September that the coun- 
try's 1987 trade surplus with 
the US would not exceed 











Home' was never heard. Now, because 
of the trade issues, you often hear these 
kinds of slogans on campus." 

The slogans reflect a fundamental 
shift in US-South Korean relations. 
South Korea, Washington's most en- 
during client state, has developed 
economically and politically to the point 
where it wants to act on its own. While 
this has been clear at least since the De- 
cember 1979 military coup that followed 
president Park Chung Hee's assassina- 
tion, most of the strains in the Washing- 





New command chain: page 20 
Anti-US sentiment: page 22 
A beef about smokes: page 23 
Deficit and defence: page 24 











USS7 billion. Yet when the 
September figures were released only a 
few weeks later, the surplus was already 
US$7.3 billion. 

South Korea is an easy target for 
American politicians. Democratic Party 
presidential contender Jesse Jackson 
says that South Korea's "slave labour" 
system is effectively stealing US. jobs. 
Former presidential candidate Richard 
Gephardt drew attention by threatening 
South Korea's huge Hyundai conglo- 
merate with the spectre of having to sell 
its cars in the US for US$48,000, includ- 
ing import duties. 

There is another important dimen- 
sion to the US-South Korean relation- 
ship which involves the several billion 
dollars a year Washington spends to 
maintain 41,000 American troops in 
South Korea and a hefty arsenal — in- 
cluding nuclear weapons — on the Ko- 
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rean peninsula. In Washington, where 
cost-cutting has become a congressional 
pre-occupation, the notion that some 
countries are racking up a trade surplus 
with the US by pinching their pennies 
on military expenditure is gaining 
ground. 

The Washington-based Cato Arian 
think-tank, which advocates a massive 
reduction in the US military presence 
overseas, has stirred the pot with a re- 

ort calling for a US troop withdrawal 
rom South Korea. The article has had 
administration officials squirming a bit, 
because Washington’s policy towards 
Seoul is in a state of flux. While South 
Korea, which spends 6% of its GNP on 
the military, hardly falls into the penny- 
pinching category, it is felt that a coun- 
try with a US$10 billion trade surplus 
with the US should be carrying more of 
the burden. 

With a gradual drawdown of US 
troops in the 1990s a likely possibility, 
officials are clearly unwilling to make 
any blanket statements about a con- 
tinued American presence. However, 
one thing is clear: “If the US is going to 
stay here,” a senior Western diplomat 
said, “there is going to have to be much 
more equitable cost-sharing.” For their 
part, the South Koreans resent the na- 
tional humiliation of the US presence 
but are still deeply worried about their 
vulnerability to attack from the North 
— and their ability to withstand it alone. 

There is likely to be a lot more fric- 
tion between the two sides as talks over 
trade and currency issues continue and 
tentative efforts are made to grasp the 
nettle of a change in military roles. But 
the problems should not obscure the 
fact that, despite the pushing and shov- 
ing, the US and South Korea are mov- 


ing towards a more equal partnership — 
and that may result in a story with a 
o 


happy ending. 




































US and South Korean troops: chang! ing roles. 














Chain of command 


needs new linkup ! 


By John McBeth in Seoul 
There are three 
reasons why new 


E questions are being 
J raised over the future 
of US military bases 
on the Korean penin- 
sula: South Korean 
President Roh Tae 
Woo’s election pledge endorsing a 
change, some time in the future, in the 
controversial Combined Forces Com- 
mand (CFC) structure; the country’s re- 
markable economic growth, and signs 
of Pentagon budgetary cuts affecting 
US force levels around the world. “It is 
received opinion,” a Western military 
source in Seoul said, “that the Ameri- 
cans will be out of here by 1993 or 1994. 

Timetable predictions are not some- 
thing US or South Korean officials want 
to discuss. “All this talk is very prema- 
ture because no serious leader has ever 
called for a withdrawal or the revamp- 
ing of the command structure,” said a 
ranking Seoul official, who maintains 
that a move in that direction could still 
be five or even 10 years away. “A pledge 
is one thing, policy is another.” 

Still, there are powerful forces at 
play. On the US side are those trouble- 
some spending constraints and a grow- 
ing sensitivity to Seoul’s economic mus- 
cle. On the South Korean side is an in- 
creasingly expressive sense of national 
identity and what one diplomat called 
“the national disgrace of a patronising 
US presence.” But there are precious 
few South Koreans who genuinely want 
to see the US soldiers leave, and South 
Korean officials do 
not believe 
Washington would 





sacrifice security 
considerations to 
balance the US 
budget. 


The laying off 


South Korean 
workers from the 
US Army payroll 
here is clearly one 
sign of a tightening 
of Pentagon purse 
strings. However, 
the pending de-acti- 
vation of the Taegu- 
based 497th Tacti- 
cal Fighter Squad- 
ron has been more 
than offset by a de- 
cision to consoli- 
date an additional 
24 F16 fighters at 
Osan airbase. 
Although the air 

















of several hundred | 








force move suggests a drawdown is far 
from Washington’s mind, there is little 
doubt that trade friction, recent conser- 
vative think-tank studies, September's 
Olympic Games in Seoul and even 
American academic Paul Kennedy’s 
book, The Rise and Fall of the Great 
Powers, have sharpened the focus on this 
issue. “A lot will depend on the pressure 
— the US trade issue and whether it 
comes up in the [November US presi- 
dential] election,” a US official said, add- 
ing: “A lot will depend on the US mood.” 

Drawing on historic precedence, 
Kennedy talks of “imperial over-reach” 
and argues that when a country’s mili- 
tary holds on to far-flung alliances in the 
face of diminishing economic power, 
collapse usually follows. Contemporary 
parallels are obvious, he says, with the 
US share of total world GNP falling 
from 45% in the 1950s to the current 
level of about 30%. It is estimated the 
US spends about US$42 billion a year, 
or 14% of its defence budget, to guard 
the Pacific. 

Assistant US Defence Secretary 
Richard Armitage, who describes South 
Korea as “the second most-misun- 
derstood pillar of our security role in 
Asia,” rejects Kennedy’s assertions as 
outdated and says his book contributes 
to a profound misreading of US in- 
terests abroad. 


Rien Party presidential con- 
tender George Bush, with whom 
Ambassador to South Korea James Lil- 
ley enjoys a p friendship, 
has promised to retain US troops in 
South Korea "as long as the danger of 
North Korean provocations is not con- 
spicuously diminished." Democratic 
Party presidential hopeful Michael 
Dukakis bases his position on how Roh 
manages domestic policies. If the human- 
rights situation worsens, he warns, he 
would push for relocation in Japan. 

The South Koreans have so far 
shown no interest in raising the subject 
of the bases, mainly because of fears 
that once the process has been set in mo- 
tion, it might gather a momentum in the 
US that would be difficult to stop. 
"There is a genuine feeling here that if 
the US leaves, there will be war," a 
senior Western diplomat told the 
REVIEW. "They have seen the US walk 
away before . . . they know if they play 
their cards wrong, the US won't come 
back." 

For their part, the Americans are an- 
xious to avoid sending the wrong signal 
to North Korea, whose track record and 
belligerent military posture leaves little 
room for hope that North-South rela- 


















qu 














tions will improve in the near future. 
Still fresh in many minds is former US 
president Carters 1977 campaign 
predge to pull out the US 2nd Infantry 
ivision — deployed along the Munsan 
invasion corridor, northwest of Seoul — 
which serves as the tripwire for wider 
US involvement in any future conflict. 

One battalion was withdrawn before 
Carter suspended the plan after the 
South Koreans and Japanese protested 
strongly, a new intelligence assessment 
was made about North Korea's forward 
troop strength — which has since grown 
to about 65% of its total armed forces — 
and the lack of a reciprocal gesture from 
the other side of the Demilitarised Zone 
(DMZ). 

The senior Western diplomat did 
point to a ripening situation “where the 
superpowers cannot be dragged 
around by the pigtails by Korea 
[North or South], " but at the same 
time he insisted that a US with- 
drawal should only be con- 
templated as part of an overall dis- 
armament package involving the 
big powers. Mindful of past Pyong- 
yang actions which have caused 
embarrassment and sometimes 
anger in Peking and Moscow, the 
South Koreans disagree. 

"North Korea is the odd man 
out — an independent, aggressive 
force which is capable of doing 
anything without being restrained 
by anyone," a South Korean For- 
eign Ministry official said. “If 
North Korea began a war, it could 
lead to superpower confronta- 
tion, even if they [the superpow- 
ers] have entered into a new 
period of détente." 

A senior government adviser 
here said the South Korean Gov- 
ernment may only react positively 
towards a possible US withdrawal 
"if North Korea is ready to make a 
fundamental change in its policy 
towards the South and is ready 
to pursue honest and peaceful 
coexistence while holding a 
dialogue with us." Until that hap- 
pens, South Korean defence offi- 
cials regard the visible presence of the 
US 2nd Division as the main psychologi- 
cal deterrent to an attempted invasion. 

Some South Korean academics en- 
visage a scenario where the US would 
draw back from the DMZ into a more 
regionally orientated role and allow the 
two Koreas to deal with each other di- 
rectly. Korea University law professor 
Lyou Byung Hwa, who has written ex- 
tensively on the unification issue, told 
the REVIEW: “We must develop self-re- 
liance [in dealing with] North Korea. 1 
know North Korea has concentrated up 
to now on building up its military 
power, but in the long run economic 

ower will be more important." 

Inherent in that scenario is the future 
of the UN Command (UNC), whose 
mission is to monitor and maintain the 

















35-year-old armistice. Because the two 
Korean governments are not signatories 
to the truce agreement, the basically 
US-staffed UNC will have to remain 
until Seoul and Pyongyang agree on a 
peace mechanism — something both 
Sides have proposed in the past, but 
never at the same time or in a way that 
has offered room for progress. 


R oh's pledge to give Seoul more con- 
trol over its armed forces will 
clearly not become an issue until after 
the conclusion of the Olympic Games 
and, in the opinion of some of his closest 
advisers, may not even be broached until 
he is "deep" into his five-year presidency. 

The CFC — under which an Ameri- 
can four-star general has operational 
control over 600,000 active-duty per- 
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sonnel from both countries — was once 
called by former UN commander in 
South Korea Gen. Richard Stilwell *the 
most remarkable concession of sove- 
reignty in the entire world." Actu- 
ally, sovereignty does remain with the 
South Koreans under the CFC agree- 
ment, formalised in 1978 in a still-secret 
document. The South Koreans can and 
do detach forces for their own internal 
needs and are bound only to inform the 
CFC about it. 

Some analysts suggest reform may 
start with assignment of a South Korean 
four-star general to the ground forces 
command slot — one of seven hats cur- 
rently worn by CFC commander Gen. 
Louis Menetrey. Under the existing set- 
up, Menetrey's deputy, Gen. Chang Jin 
Tae, takes over his duties on at least 








day-to-day matters when he isout of the 
country. This would require the crea- 
tion of a separate US chain of command 
for US nuclear-capable artillery and en- 
gineering units. ' 

As for withdrawal of the 41,000 US 
troops, some independent specialists 
confidently expect the US to begin some 
pull-outs as early as 1991. But govern- 
ment officials on both sides insist it is far 
too early to speculate. 

US Secretary of State George Shultz 
told a US House of Representatives 
subcommittee on foreign operations re- 
cently: “I don't think it's really possible 
to set a date.” Adm. Ronald Hayes, 
commander of the US Pacific Com- 
mand, had much the same message dur- 
ing congressional testimony in early 
February. "Changes contemplated in 
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the future,” he said, “require careful co- 
ordination and agreement with South 
Korea to prevent any weakening of the 
posture needed to deter the North.” 

Roh himself continues to stress the 
need to further cement security cooper- 
ation with the US, without getting into 
the specifics of what adjustments might 
be made. Asked in a South Korean Na- 
tional Assembly session whether the 
government had a plan to cope with a 
future US withdrawal, Foreign Minister 
Choi Kwang Soo replied: “This matter 
is enough to cause political and social 
unrest and is the main target of North 
Korea on the peninsula. It should be 
considered carefully, according to na- 
tional security and the international po- 
litical situation.” 

According to a commonly held un- 
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derstanding, the timetable for a phased 
US withdrawal is contingent in large 
part on the South Korean armed forces 
reaching a point where they feel confi- 
dent of standing on their own feet. 
Another factor may be Washington’s 
changing perceptions of its competition 
with the Soviet Union in the Northwest 
Pacific, where garrisons on the Japan- 
ese mainland, Okinawa, the Philippines 
and Guam form a secuirty cordon 
guarding the western approaches to the 
US. 

Former president Chun Doo Hwan 
and other South Korean leaders have 
said the country should take more com- 
mand responsibility once its forces have 
reached 70% parity with North Korea, 
some time in the 1990s. Military ana- 
lysts point out that though it is now a lit- 
tle more than 60% — 550,000, com- 
pared with the North's 850,000 — the 
South already has the 1:3 force-level ex- 
perts accept is needed to fight a success- 
ful defensive battle, given the south's 
greater technological edge and the lim- 
ited invasion corridors open to Pyong- 
yang's mechanised formations. 


hat the south may not be equipped 
to handle are amphibious 





Coming of age spawns 
anti-American sentiment 


By Charles Lee in Uijongbu and Seoul 

At first, it was simp- 
ly "the Americans." 
Then, it became “the 
big-nosed people.” 
Now, it is “the Ameri- 
can bastards.” The 
changing colloquial 
M expressions reflect 
growing anti-American sentiment 
among ordinary South Koreans, who 
just a few years ago used to regard such 
views, held by student and dissident ac- 
tivists, as an aberration. 

To be sure, anti- American sentiment 
among ordinary people remains a nega- 
tive reaction to the big stick US trade 
representatives are seen as wielding — 
though it has a long way to go to match 
the rhetoric of anti-American activists. 

Further, it has by no means spread 
uniformly. The feeling is strongest 
among those born after the 1950-53 Ko- 
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landings and the  well-touted 
scenario of low-flying aircraft 
dropping thousands of North Ko- 
rean special forces troops south of 
Seoul in an effort to create havoc 
with lines of communication and 
supply during a blitzkrieg attack. 
Because most of South Korea’s 
army holds fixed defensive posi- 
tions along the DMZ, mobili- 
ty has not been a priority con- 
cern until recently. But rapid re- 
supply with locally made or as- 
sembled tanks, helicopters and 
strike aircraft will change 
that. 

Apart from examining the pos- 
sibility of modest and largely sym- 
bolic modifications to the CFC 
command structure in the mid- 





| Demonstrators burn anti-US effigy. 








Broadcasting System recently felt it 
timely to air a three-hour discussion 
programme titled, “What does America 
mean to [South] Koreans.” And most 
visibly, a group of radical students in 
February briefly seized the US In- 
formation Service (USIS) centre in 
Seoul. 

The beef imports issue, in particular, 
has raised the ire of many farmers, who 
compose one-fifth of the population. In 
February, the normally quiescent farm- 
ers took to the streets throughout the 
nation to oppose the importation of US 
beef. The farmers’ main complaint is 
that the American demand blatantly ig- 
nores their problems. They say the im- 
portation of US beef will lead them to fi- 
nancial ruin because they have yet to 
fully recover from debts incurred during 
the so-called 1984-87 “cattle crisis.” 

During this time, the government, 
allegedly at the prodding of Chun 
Kyong Hwan — the younger 
brother of former president Chun 
Doo Hwan — imported an exces- 
sive number of cattle, causing 
prices to plunge by more than 
85%. The farmers had been en- 
couraged to buy the cattle with 
government loans. . 

The farmers also feel bitter be- 
cause they believe, rightly, that 
while they are not responsible for 
their country’s US$9.5 billion 
trade surplus last year with the 
US, they find themselves bearing 
the brunt of US wrath. Left unsaid 
is what may be their greatest fear: 
that once the US cracks the beef 
barrier, a score of other agricul- 
tural products from the US and 
elsewhere will follow and flood 
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term, South Korea is being pres- 
sured into footing a greater share of the 
cost of maintaining US troops in the 
country (REVIEW, 21 Apr.). 

In what was probably the most im- 
portant policy declaration vet on the 
shifting nature of bilateral security ar- 
rangements, a communique issued after 
last year’s 19th annual security consulta- 
tive meeting said the two sides agreed 
"it is necessary to begin planning now to 
accommodate changes in the relation- 
ship and that, as the relationship ma- 
tures, particular attention should be 
paid to the growing capabilities of the 
Republic of Korea." 

Leaving aside what may have been 
the deeper significance of the state- 
ment, the message was about money — 
a message which sources say will be 
driven home more forcefully during 
the 1988 consultations, scheduled for 
June. 





rean War, yet the fact that it has now 
seeped into the ranks of those seen as 
traditionally pro-American may in itself 
signal a significant shift in the South Ko- 
rean attitude towards the US. It may 
also mark the beginning of a more ba- 
lanced relationship between the two 
countries. 

As in Japan and Taiwan, the issue 
most responsible for stirring anti- 
American sentiment here is US pres- 
sure for import liberalisation. Since 
South Korea's December presidential 
election, the subject has constantly been 
kept before the public by the local 
media. 

As a result, protectionist US Sen. 
Richard Gephardt, and Section 301 of 
the 1974 US Trade Act — which permits 
retaliatory trade sanctions — have be- 
come synonymous with American bul- 
lying. The government-run Korean 





the market. 

The farmers’ anti-American senti- 
ment is likely to dissipate if the US de- 
mands let up. For now, however, they 
are even seeing the students in a more 
favourable light. Referring to the USIS 
incident, one farmer in Uijongbu said: 
“I believe they should not do such a 
thing. But we now think more about why 
they might have been driven to do it." 


n contrast, student and dissident ac- 

tivists have concocted an anti-Ameri- 
can ideology, heavy in nationalistic and 
leftist flavour. With the relative stability 
of domestic politics, US imperialism has 
become their chief rallying cry. 

To the activists, the trade pressure 
only confirms their belief in US 
capitalists’ relentless greed for profit 
and attests to the totally lopsided nature" 
of South Korean-US relations. "The 
US seems to want more return on its in- 
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vestment [here]," 


a Yonsei University 
activist said. “But we believe it has al- 
ready benefited enormously.” Accord- 
ing to the activist students’ peculiar | 
logic, even the trade surplus was con- 


more economically dependent. 

The activists typically say that South 
Korea provides the US with a conve- 
nient front line in the war against com- 
munist aggression. Economically, it 
supplies cheap labour for American 
multinationals, which invariably bene- | 
fits the American consumer at the ex- 
pense of the South Korean worker. 
Further, the corollary to the US’ con- 
tinued pursuit of this policy is that Ko- | 
reans' top priority, the reunification of | 
the peninsula, must be prevented and | 
democracy suppressed at all costs. If the 
masses awoke to the true intentions of | 
the US, the Americans would be driven | 
out, they claim. 

How seriously should all this be 
taken? Not very, say most local sources. 
Even on university campuses, true radi- 
cals form less than 5% of the student 
body, according to a commonly held | 
view. And most ordinary people inter- 
viewed believe that the 41,000 US 
troops and the export mar- 











[here] when in the US, they are adver- 
tised as being hazardous to health?" 
asked an office worker. 

Many locals say they accept the com- 
plete opening of the South Korean mar- 
ket as an eventuality. However, they 
feel that the pace of liberalisation 
should follow a local timetable, not a 
US one. The local economy, unlike 
Japan's, has not fully developed, it is 
often argued. South Korea has had an 


overall trade surplus for only a year and | 


it still owes US$35.5 billion in foreign 
debts. Many local observers also say the 
country's sizeable defence spending 
should be taken into account. 

It is against this background that 
some locals accuse the US of attempting 
to crush the South Korean economy in 
its adolescence. Running parallel is the 
notion that US economic woes are en- 
tirely self-made and that for the US to 
shift the blame on others, while not fix- 
ing its internal problems, is unreason- 
able. An argument is thus made that it is 
every South Korean consumer's patrio- 
tic duty to boycott American products if 
Seoul bows to Washington's demands. 

In the end though, all these issues 
may be tees of South Korea's 


| 








| people who didn’t have 
i ised. The one thing: 


Making a beef 
about smokes 


I: seems improbable that a relation- 
ship forged in blood by the Korean 
War would founder over a few packs of 
cigarettes and some prime beef ribs. Yet 
a trio of seemingly minor trade issues — 
beef, cigarettes and insurance — have 
generated more publicheat in Seoul and 
Washington than anything else this dec- 
ade. "Americans perceive them simply 
as tests of [South] Korea's commitment 
to open markets," said James Lilley, US 
ambassador to Seoul. 

The most nettlesome. market-open- 
ing issue has been tobacco, which US 
negotiators thought they had resolved 
more than a year ago. "There was a real 
breakdown in credibility and trust;" 
said a US diplomat. US. trade ne- 
gotiators "felt they w re dealing with 
iy intent of im- 
they had prom- 
ve learned [from 
the tobacco negotiations] was. ‘no more 
oral promises.’ We have to get every- 








plementing the polici 









ket are still essential for | ; 
South Korea’s security and 
economic well-being. A re- 
cent survey by Keimyong 
University in Taegu con- 
firmed locals’ continued 
fascination with the US: it 
found that the US remains 
the country South Koreans 
most want to visit. 

But many analysts cau- 
tion that those in their 20s 
and 30s, a group numbering 
more than one-third of the 
population, harbour a less 
tolerant view of the US B» 
than their elders. Having a 
grown up in a more pros- 
perous and proud country 
than their parents, the 








thirig in writing." 

The US is. driven by 
domestic political | pres- 
sures and concern that its 
huge trade and capital 
deficits will tip the. world 
into a disastrous ‘slump. 
South Koreans have been 
slow to realise that their 
country is now the world's 
lOth-largest trading na- 
tion, the policies of which 
have international conse- 
quences. Long accustom- 
ed to viewing themselves 
as an orphan nation at 
the mercy of great pow- 
ers, 
proud, yet annoyed, that 
they are being asked to 
shoulder more responsi- 








young increasingly disap- 
prove of the passivity of their leaders in 
the face of whatisseen as US meddlingin 
South Korean affairs. 

Meanwhile, the older generation 
suffers from a deeply ingrained “big 
brother" complex about the US. Ever 
since the Korean War, they have come 
to regard the US as both saviour and 
greatest friend. But their sense of ap- 
preciation often degenerates into un- 
realistic expectations. They tend to as- 
sume that the US will always look after 
the welfare of its little brother. 

Understandably, there is more a 
sense of frustration than hostility to- 
wards the Americans among these 
South Koreans. One example was 
American lobbying for access to the 
;South Korean market for cigarettes. 
“Many South Koreans are baffled by 
what they see as a double standard. 
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| "Why are they promoting cigarettes 


growing up. The trade sits sym- 
bolises years of hard work and gene- 
rates an immense sense of national 
pride. On the US side, market pressure 
betrays an implicit acknowledgment that 


` South Korea is now a force to be rec- | 
koned with. In other words, both par- | 


ties seem to realise that bilateral rela- 
tions are evolving towards a more equal 
footing. 

Knowledgeable locals advise that 


both sides would be wise to minimise | 
friction during this transition. These ob- 


servers urge the US to adopt softer 
rhetoric and more patience to shield 


local leaders from possible charges of | 


"selling out” when the doors of trade 
are finally opened. And perhaps wish- 
fully, but not without eagerness, some 
suggest a united South Korean-US eco- 
nomic front in combating a mutual 
enemy: Japan. Inc. 
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~ bility in internation- 
al economic affairs. 

“The pace and intensity of the pres- 
sure is much more than what the US 
asked of Japan when it was develop- 
ing," complained a senior Foreign 
Ministry official here. The South Ko- 
reans are left with the feeling Washing- 
ton is unfairly bashing them on trade 
liberalisation and currency apprecia- 
tion. "It has been only 40 years for us 
since industrialisation began," said the 
Foreign Ministry official. "We are com- 
mitted to eventual market opening. But 
it takes time." 

But time is running out. And as 
Tokyo and Taipei have liberalised im- 
ports and revalued their currencies, 


Seoul is on notice that its grudging, ine | 
cremental change will nolongérsuffice: - 
Washington has made it clear that it will - 
keep turning up the heat until South: 


Korea liberalises imports. It. wants 


South Koreans are | 
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tariffs cut, non-tariff barriers: disman- 
tled, import bans lifted and the won re- 
valued. If it does not, Washington has 
warned Seoul, it will have to pay an eco- 
nomic price. 

Seoul's policymakers know that the 
stakes are high for South Korea. The 
US took nearly 40% of South Korea's 
exports in 1987. Moreover, South 
Korea runs the world's fifth-largest — 
and second fastest-growing — bilateral 
surplus with the US, trailing only Ja- 
pan, Taiwan, West Germany and Cana- 
da. 

So far the US’ biggest stick has been 
currency revaluation, not trade retalia- 

«tion. The won has appreciated at an an- 
nualised rate of 2096 this year and ex- 
porters are feeling the pinch. Yet with- 
out import liberalisation, revaluing the 
won would simply cut exports without 








cheaper imports. 

e public dispute over trade has 
created friction that senior officials of 
both countries would like to avoid. 
Senior Seoul policymakers would like to | 
open up the market to more imports in | 
order to tamp down inflation and drain 
off pan of the bloated current-account 
surplus. “I want to emphasise that we 
are quite different from our neighbours 
[Japan and Taiwan],” said Finance 
Minister Sakong Il. Both "experienced 
a current account surplus for many 
years before they took measures [to 
liberalise imports]. They had time to 
persuade their general publics." 

The current-account surplus total- 
led US$9.7 billion last vear and the 


allowing South Koreans to benefit from "| 
i 
| 
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flood of liquidity is contributing to in- | 


flationary pressures. “It is very dif- 





Burdens of the giant: 
deficit and defence 


By Nayan Chanda in Washington 

E Behind the TV com- 
mercial for the now 
withdrawn US presi- 
dential candidate 
Richard Gephardt, a 
voice intoned: Ameri- 
can workers "work 
utes their hearts out every 
day trying to turn out a good product at 
a decent price. Then the [South] Korean 
Government slaps on nine separate 
taxes and tariffs. And when that govern- 
ment's done, a US$10,000 Chrysler K 
[model] car costs US$48,000 in [South] 
Korea. It's not their fault we can't sell 
our cars in a market like that — and Pm 
tired of hearing American workers 
blamed for it.” 

Although the Gephardt commercial 
has vanished from American TV 
screens, the questions it raised about 
the closed market of the US’ major trad- 
ing partners have not. With South Ko- 
rean-made cars and consumer elec- 
tronics seemingly flooding the Ameri- 
can market, and a worsening US-South 
Korea trade deficit, there is increasing 
impatience in Washington about 
Seoul's trade policies. And as the Seoul 
Olympics approaches and the slick pub- 
licity image of a prosperous South 
Korea begins to make an impact on 
American lawmakers and the public, 
that impatience can only grow. 

Gephardt’s strident protectionist 
slogans were not vote-getters, but they 
caused enough stir to encourage the re- 
maining Democratic Party candidates 
to adopt part of his trade message. It has 
also turned the spotlight on a country 
which is viewed by many as a second 
Japan. 

South Korea, which only a few years 





ago received US aid and still hosts 
40,000 US troops, has emerged as the 
US’ seventh largest trade partner witha 
US$10 billion trade surplus in 1987. As 
the extent of South Korea's economic 
miracle is driven home by the success of 
its products, there is an increasing de- 
mand in the US Congress for greater ac- 
cess to the South Korean market and 
larger “burden-sharing” for the US de- 
fence posture in the region. 

It is ironic that two products which 
have come to symbolise the US' struggle 


to open the South Korean market — | 


cigarettes and beef — are ones that 
many health-conscious Americans are 
turning against. "What you are seeing is 


| interplay between trade and domestic 


politics and in some respect they are 
mirror images," said Thomas Stern of 
the Korean Economic 
Institute of America. 
The US wants Seoul to 
move faster on trade 
liberalisation and won 
revaluation because 
trade is a campaign 
issue, Stern said, while 
the South Koreans find 
their flexibility limited 
by their own domestic 
politics. 

While US officials 
acknowledge that South 
Korea is not a second 
Japan or even a Taiwan, 
they still note that in the 
current atmosphere in 
Washington, the South 
Koreans do not have the 
time that Taiwan had in 
the past to deal with their 
surplus. Current trade 





| would act more vigorously after the na- 


Helms: tobacco lobby. 


ficult to manage the doriestié NENNT 
with this enlarged surplus," said Sa- 
kong. "What we are doing n liberal- 
ise imports] is not just for solving bila- 
teral trade frictions but for our own 
domestic needs." 


enior Seoul officials have been, at 

least until after President Roh Tae 
Woo's inauguration in late February, 
generally unwilling to take on domestic 
opponents. For instance, the agricul- 
ture and trade ministries have waged ef- 
fective lobbying campaigns for their 
constituencies. Policymakers, however, 
had promised that the government 


tional assembly elections on 26 April. 
But as Roh's ruling Democratic Justice 
Party failed to gain a majority, opposi- 
tion to reform is likely to remain strong, 


issues cannot be indefinitely postponed. 
Beef and cigarettes have become 
contentious because, despite many 
| years of complaints, very little has been 
done to open the market for these con- 
sumer items. Although parts of the US 
| bureaucracy are squeamish about push- 
| ing cigarettes, the vociferous tobacco 
lobby has focused attention on the 
issue. Concern about the growing anti- 
smoking campaign in the US has meant 
that the US tobacco industry is increas- 
ingly turning to foreign markets. Pro- 
duction and trade figures underscore 
| this switch — US tobacco output de- 
clined 29.476 between 1984 and 1987, 
while exports of cigarettes almost dou- 
bled in the same period. Cigarette ex- 
ports this year are expected to grow 
10% over 1987 to US$2.2 billion. 

After successfully opening the Ja- 
panese and Taiwan cigarette market, 
the tobacco lobby has put all its re- 
sources into targeting South Korea. 
Sen. Jesse Helms, a leading supporter 
of the lobby, estimates that if US brands 
had a 15% market share it would earn 
US$250 million in exports. 

However, in the un- 
likely event of South 
Korea allowing that 
market share, it would 
hardly make a dent in 
the US$1O billion trade 
deficit the US has with 
Seoul. "Nobody dreams 
that the deficit will dis- 
appear in a cloud i 
smoke, so to speak," 
US State Department 
official admits, “but 
opening the cigarette 
market would be a sym- 
bol of liberalisation.” 

Less visible but 
perhaps more signific- 
antly aggravating has 
been US pressure on. 
Seoul to appreciate the 
won as a means to curb 
the surge of South Ko- 
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| which could further strain US-South 
Korean relations. 

The US is clearly ready to wield a 
heavier stick. US frustration with the 
slow pace of negotiations is reflected in 
the initiation of investigations under 
Section 301 of the 1974 US Trade Act, 
which allows retaliatory measures to be 
taken if unfair trade practices are found, 
such as those said to be affecting beef 
and tobacco. 

Both the US and South Koreans 
would like to put the tobacco and beef 
disputes behind them. (An agreement 
has already been worked out to allow 
US-South Korean joint-insurance ven- 
tures.) US diplomats say they are also 
trying to develop a more comprehensive 
strategy, one that would focus on 
broader issues that affect a range of in- 
dustries, especially non-tariff barriers, 


rean exports. The dollar has declined 
less than 15% against the won since 
1985, compared with a 50% fall against 
the yen. Despite Seoul's anxiety about 
the consequences of a rising won, ex- 
ports have boomed. Although the US 
Treasury will not say what it believes the 
level of the won should be, informed 
sources say the US desires a 20-25% re- 
valuation, to about US$1:Won 700. 

While Seoul may be able to do that 
by the end of 1988, there is considerable 
scepticism about its promise to slash the 
trade surplus to USSS billion by the 
year-end. Experts estimate that at the 
current rate of growth, South Korea's 
trade surplus with the US could reach 
US$13 billion. 





pee friction over trade, there ap- 

I pears to be little interest in reducing 
the US military presence in South 
Korea, both within the administration 
and congress. A bid last year to in- 
troduce a resolution in the US House 
of Representatives to inquire into 
withdrawing US ground forces from 
South Korea got barely 60 votes out 
of 435. However, independent analysts 
as well as officials speaking in pri- 
vate say that the withdrawal of US 
ground forces is not all together far- 
fetched. 

As part of cuts to the US budget in 
fiscal 1989, US forces worldwide will be 
reduced by 36,000 troops. Officials say 
it is conceivable that in coming years à 
similar troop reduction programme 
might include the 2nd Division, based in 
South Korea. But a Pentagon source 
pointed out that any decision to pull out 
troops would not be made on economic 
grounds. “It costs us far less to keep the 
troops in [South] Korea than in Kan- 
sas," he said, noting that civilian-sup- 
-port personnel at the bases are cheaper. 

= Bringing the troops home does not 

-| make much sense unless the US is going 
to demobilise them. But with the sign- 
ing of the intermediate-range nuclear 
forces treaty, the significance of the US 


















rather than getting stuck in trade dis- 
putes over specific products. For exam- 
ple, US negotiators want foreign firms 
to have the right to form trading com- 
panies and to warehouse parts in South 
Korea. 

But there are scores of specific issues 
that still must be solved. The US is con- 
cerned about continuing violations of 
intellectual property rights, since pi- 
rated textbooks and software program- 
mes are still readily available in Seoul, 
and disputes over patent protection for 
pharmaceutical products are still being 
ironed out. Washington is also anxious 
to open the market for accounting, ship- 
ping, civil aviation, advertising and 
other services. And it continues to ask 
for broader market access for agricul- 
tural products and lower tariff rates for 
manufactured goods. — Mark Clifford 


pome in South Korea may change. 
hat is certain, however, is increas- 
ing US pressure on Seoul to raise 
its contribution to the US defence 
posture. William Taft, deputy sec- 
retary of defence, is expected to raise 
the question of a higher contribution 
during a trip to Seoul in May. 

The administration may also expand 
its definition of defence “burden shar- 
ing” beyond bilateral responsibility, 
suggesting that the US presence in the 
Philippines adds to South Korean and 
Japanese security. These countries, 
with their massive trade surpluses, 
could help contribute to a mini-Mar- 
shall plan for the Philippines. As US 
negotiators were meeting in Manila for 
the review of the US-Philippine military 
bases agreement, US Assistant Secret- 
ary of State for East Asia and the Pacific 
Gaston Sigur visited Tokyo and Seoul to 
discuss bilateral issues. 

US officials are reluctant to talk 
about reforming the joint US-South 
Korea Combined Forces Command 
(CFC) structure other than saying that a 
study is under way as part of the security 
consultation. But independent obser- 
vers say that because of South Korean 


nationalism and democratic changes in 


the country, the US will have to make 
some adjustments. 

A recent joint study by the influen- 
tial Council on Foreign Relations and 
Asia Society recommended that the 
overall commander of both the UN 
command and the CFC should remain 
an American, though it would be appro- 
priate after 1988 to place ground forces, 
both US and South Korean, under the 
operational control of a South Korean 
in peacetime. "Giving greater responsi- 
bility to the [South] Koreans would both 
reflect and encourage their increased 
professionalism, distancing the military 
further from politics. And it could re- 
duce mis-perceptions that the United 
States has control over the use of [South 
Korean] forces for domestic purposes,” 
the report said. oO 
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Seeking friends 
and influence 
Japan takes a more active 
interest in Southwest Asia 
By Nigel Holloway in Tokyo i 
Wi the Geneva accords on the 
Soviet troop withdrawal from Af- 
ghanistan were signed last month, Ja- 
anese Prime -© Minister Noboru 
akeshita promised that his country 
would supply personnel and money to 
help implement the agreement. The 
significant point was the mention of 
sending people; for the first time, Japan 
will be taking part in UN peacekeeping 
activities. Although Tokyo will not be 
sending troops, a senior Japanese dip- 
lomat will join the UN team monitoring | . 
the departure of Soviet troops due to. |. 
begin on 15 May, dence MEET 
The decision illustrated the increas- 
ingly active interest Japan is taking in 
world affairs, particularly in South and 
Southwest Asia. The Japanese are re- 
sponding to the call to play a roleonthe | 
international stage in keeping with their | 
economic power. Asia is the natural 
theatre in which to exert more influ- 
ence, but Japan's immediate neigh- 
bours are extremely sensitive to any- 
thing that might smack of expan- 
sionism. Far less so are the countries of 
South and Southwest Asia, which ex- 
perienced less directly Japan's militarist 
adventure in World War II. 
Tokyo appreciates the difference. 
East and Southeast Asian countries will: 
continue to be more important to ^ 
Japan, but there is plenty of room for 
the improvement of relations with the- 
populous nations to the west. The In- 
dian Ocean is of extreme geopolitical | 
importance to Japan since most of its oil. - 
passes through there and South Asian. 
countries are highly influential powers 
in international forums such as the non- 
aligned movement. B 
It is for these reasons that Japan has 
taken an active interest in the negotia: | 
tions in Geneva over the future of Af- 
ghanistan. The government will be pro- 
viding money for the establishment of 
UN offices in Kabul and Islamabad. A 
sum of US$5 million has been men- 
tioned unofficially for this purpose and 
a lot more is likely to be forthcoming for 
the return and resettlement of refugees, 
almost certainly channelled through the 
UN 























Japan will try to avoid being sucked : 


| into any power vacuum likely to emerge 


in Afghanistan, but its influence there 
could grow. As Turkey's Deputy Prime 
Minister Kaya Erdem noted during a 
trip to Tokyo on 28 April, Japan is the : 
only significant power involved (albeit, "s 
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marginally) in the Soviet withdrawal | 


that can be regarded as impartial “and 
its economic and political contribution 
may help to build up stability.” 

That may be so, but diplomats say 
that Japan is not expected to distribute 
aid to Afghanistan in a way that will 
help the pro-Moscow regime of Presi- 
dent Najibullah in Kabul. When the 
| Soviet army invaded Afghanistan in 
-| 1979, Japan sharply upgraded its rela- 

| tions with Pakistan as a “front-line” 
` state, and aid and political contacts 

grew strongly after a long period of 
" coolness. Islamabad continues to feel 
that, politically, Japan is much more 
favourable "at present" towards Pakis- 
“tan (and Sri Lanka and Bangladesh 
for that matter) than towards 
India, says one diplomat, 
though a striking development 
in recent years has been Japan's 
strengthening ties with Prime (96 





Ministry official said better ties with 
India could eventually widen Japan's 
room for manoeuvre, for example, by 
becoming a "balancing factor" in rela- 
tions with China. He did not elaborate, 
but it makes sense for Japan to cultivate 
friendship with both of Asia's most 
populous countries, even if China will 
remain the more important in Tokyo's 
foreign policy. 


nother political difference is over 

the nuclear issue: Japan is ex- 
tremely worried about the growing 
capability in this regard of both Pakistan | 
and India. Takeshita urged Gandhi at | 
their April meeting to sign the Nuclear 
Non-Proliferation Treaty, but Gandhi 





(Japan's economic links to South Asia") 
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AID GROWS, TRADE FLAGS 








rejected the suggestion. He reiterated 
New Delhi's view that its own nuclear 
programme was purely civilian while 
Pakistan's was military, and that the 
question of nuclear arms was a global, 
not a regional, question. 

One reason why Japan's influence in 
such matters is limited, is that trade and 
investment in South Asia has failed to 
match either the growth in its aid budget 
or the overall potential. Japan has in- 
vested only US$103 million in India to 
date, compared with US$91 million in 
Sri Lanka (which hasa population equal 
to just 226 of India's). The whole region 
is missing out on Japan's foreign-invest- 
ment boom because of either red tape, 
nationalistic attitudes, or both. 

Gandhi promised to set up a 
special, fast channel to review 
Japan's foreign-investment ap- 
plications, but the reaction in 
Tokyo has been sceptical. 











of Japan's total) 





Minister Rajiv Gandhi. 22 
The new attitude was clear 





when then prime minister | 2° 
Yasuhiro Nakasone visited 18- 
New Delhi in May 1984, the 

first Japanese head of govern- 16+ 


ment to do so in 23 years. Gand- 
hi has returned the visit three 
times since then, the last taking 
place in mid-April. In the view 
of one diplomat, India believes 
that the warmer ties between 
the two countries show that 
Japan wants to become more 
autonomous of the West and to 
reassert a more Asian identity. 

Although contacts between 
the two have grown, there has 
been no breakthrough in politi- : 
cal relations because India and 
Japan are still far apart on many 
issues, in particular their re- 
spective attitudes towards the 
Soviet Union. But a Foreign 


Trade 





and Sri Lanka. 
**Excluding Bhutan. 










*Including Bangladesh, Bhutan, India, Maldives, Nepal, Pakistan 


Sources: Foreign Ministry, Miti and MoF. 








Japan's response to the estab- 
lishment. in. 1986 of the South 
Asian Association for Regional 
Cooperation (Saarc — composed 
of India, Pakistan, Bangladesh, 
Sri Lanka, Nepal, Bhutan and 
the Maldives) has been much 
more welcoming, but Tokyo's 
role is limited. It regards Saarc 
as rather like Asean in its for- 
mative years of the late 1960s. 

The brightest development 
has been the rapid growth in 
Japan's official development 
assistance to the region, from 
US$410 million in 1983 to 
US$831 million in 1986, and it is 
the leading donor there. Aid to 
India alone this year is expected 
to total around ¥100 billion 
(US$802 million). As usua! 
with Japan's foreign policy, it is 
money that talks — but the vo- 
cabulary remains limited. [A] 
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Charming the prince 


] purses away in the Akasaka district of Tokyo stand three 
buildings in their own grounds surrounded by a high wall. 
Weeds sprout from the concrete and there is an atmosphere of 
stale desuetude about the place, unusual in one of the most ex- 
pensive areas in the world. 

But then this is no ordinary compound. It belongs to the 
Cambodian Embassy and has not been occupied since the fall 
of the Lon Nol government in 1975. Many of the Cambodian 
employees stayed on and continue to live in quarters hidden 
from the view of the road. They occupy a kind of diplomatic 
limbo, neither political refugees nor diplomatic personnel, 
working in various private capacities. 

In theory, the buildings belong to the Coalition Govern- 
ment of Democratic Kampuchea, the anti-Vietnamese al- 
liance which is recognised by Japan as the rightful govern- 
ment of Cambodia. But the foreign-affairs portfolio of the co- 
alition is under the charge of the Khmer Rouge, with which 
Japan refuses to deal. Instead, the non-communist part of the 
coalition has occupied a liaison office since May 1984 in a more 
humble part of town. 

The status of this office is unlikely to change soon, but the 





embassy's may. Reliable sources say that the Japanese Gov- 
ernment is looking at the "theoretical possibility" of refur- 
bishing the embassy for use by the titular head of the Cambo- 
dian resistance, Prince Norodom Sihanouk. He is due to 
travel to Tokyo at the invitation of the Japanese Foreign 
Minister Sosuke Uno for a working visit in August. If 
his hosts work hard, they could renovate the embassy in 
time. 

This is unlikely to happen so quickly, because Japan is still 
considering how to follow up on Prime Minister Takeshita’s 
speech to the Asean summit in Manila last December, when 
Japan for the first time openly supported Sihanouk’s peace 
initiative in starting direct talks with the Heng Samrin regime. 
Before then, the Japanese faithfully followed the Asean po- 
licy which has distanced the grouping from Sihanouk’s ef- 
forts. 

So far, the help proffered by the Japanese has been in the 
form of tape recorders for the prince's meeting in France with 
the Phnom Penh regime's Hun Sen in December 1987 and the 
invitation to Tokyo, the first since May 1984. Japan does not 
seem to know what more it.can do yet. Diplomatic sources say 
the Chinese Government is not too happy about the idea of , 
Japan “muscling into an area which it thinks is none of 
Japan's concern." — Nigel Holloway 
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HEN you first handle a Patek Philippe, you 
- become aware that this watch has the presence 
-ofan object of rare perfection. 

We ios the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; ; for you, 
a lifetime. 

We made this watch for 
you -to be part of your 
life — simply because this 
is the way weve always 
made watches. 

Andif we may draw a con- 
dusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 
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because it's for a lifetime. 
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BUILDING YOUR ASSETS, 
SWISS-STYLE 


or more than a half-century, American 
Express Bank and its subsidiaries have been 
helping international clients protect and build 


their assets in Switzerland, The experts at Amer- 


ican Express Bank (Switzerland) AG combine 
proven asset management techniques with 
traditional Swiss prudence and discretion. 


Personal attention 


As step one, our investment counselors will 
analyze your financial goals and current invest- 
ments, and advise you on the portfolio that best 
suits your needs. This may consist, for example, 
of short-term investments, equities, bonds, even 
precious metals — all carefully selected to give 
you an optimum balance of yield and security. 
Our money managers then monitor your port- 
alert to any economic 
developments that may affect your investments. 
At your request, we accept discretionary power 


folio on a full-time basis, 


to handle investment decisions and administrative 


details on your behalf. This is a practical, con- 
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venient arrangement, particularly if you reside 
outside of Switzerland. 


Global outlook 


While our approach is Swiss, our outlook is 
global. Our network of 103 offices in 42 coun- 
tries — one of the world’s largest — gives us 
worldwide presence and access to timely infor- 
mation, 

If asset management, Swiss-style, makes 
sense to you, contact your nearest American 
Express Bank office for more information. In 
Hong Kong, telephone 5-844-0688 ; in Singa- 
pore, 220-2311. 


American Express Bank Ltd. is a wholly-owned 
subsidiary of American Express Company, which has 
assets of more than USS117 billion and shareholders’ 


eguit) tm excess of USSS.7 billion. 
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Bargain hunting 


Roh has to learn the unfamiliar art of compromise 


By John McBeth in Seoul 


Son Korean politicians have never 
shown themselves adept at com- 
promise, but they will have to learn to 
do so quickly if President Roh Tae 
Woo's loss of a working majority in the 
national assembly is not to paralyse the 
assembly or his government. 

The 26 April elections left the ruling 
Democratic Justice Party (DJP) holding 
only 125 seats in the expanded 299-seat 
national assembly and left Roh as the 
first South Korean leader without a 
working majority in the assembly. 
While it is a dismaying situation for 
many stability-conscious South Ko- 
reans, it may be a process the country 
needs to go through to lay the 
groundwork for a more democratic gov- 
ernment. 

How the DJP adjusts will be a crucial 
test of its political acumen, but responsi- 
bility for heading off paralysis lies 
equally importantly with veteran dissi- 
dent Kim Dae Jung and former prime 
minister Kim Jong Pil, who have gained 
the most in the elections. 

After the apportioning of 75 propor- 
tional representatives for the new as- 
sembly, Kim Dae Jung’s Party for Peace 
and Democracy (PPD) heads the oppo- 
sition with 70 seats, followed by Kim 
Young Sam’s Reunification Democratic 
Party (RDP) with 59 seats and Kim 
Jong Pil's New Democratic Republican 
Party, which surprised analysts by 
winning 35. 

Although his support is seen as cru- 
cial, Kim Jong Pil says he will not make 
a formal alliance with any party, "ruling 
or otherwise." He has proposed a 
mechanism which will allow the three 
opposition parties to coordinate their 
actions, but has made it clear his party 
will judge government policies on their 
merits. As one aide said: "We're not 
going to consider anyone an enemy." 

Kim Jong Pil's conservative leanings 
make him the DJP's most natural ally, 
but he has never forgiven former presi- 
dent Chun Doo Hwan and the DJP 
leadership for denying him the chance 
of becoming president in 1980 as the late 
president Park. Chung Hee's nephew 
and heir apparent. Even if he has de- 
cided to put that behind him — and 
there are signs that he is doing so — the 
DJP could find that his conditions for 
cooperation carry too high a price. 

ome political sources believe the 
DJP may attempt to strike a deal with 
some of the 10 independents, and there 
js some speculation that it could try to 
reach an understanding with the more 
conservative members of the RDP, who 
may not feel comfortable in the shadow 
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of Kim Dae Jung's PPD or want to be 
bound by its policies. RDP leader Kim 
Young Sam himself has adopted a con- 
ciliatory tone. “We will not hesitate to 
cooperate with the government,” he 
said, “if and when it heads towards 
democracy and social justice.” 

A ruling party which has always had 
its way can hardly be happy with such 
arrangements, but a government ad- 
viser has already referred to what he 
called an “ad hoc" coalition in which 
support would be sought on a case-by- 
case basis depending on 
the issue. “Bargaining will 
now have to be the name 
of the game,” he told the 
REVIEW. “It will be a very 
painstaking process.” 

Kim Jong Pil may have 
been the wildcard, but 
Kim Dae Jung would be 
wise to note that despite 
the DJP’s failure to gain a 
majority of the seats, its 
share of the popular vote 
was only 2.7% lower than 
what it attracted in De- 
cember’s presidential elec- 
tion. Kim Dae Jung’s PPD 
lost the most, falling from 
27% in December to only 
19.26%. 

Given the blurred line 
between administrative 
and legislative action, 
analysts have been hard 

ut to determine just 
ow much room the government may 
feel it has to function outside the 
confines of the assembly. Roh, how- 
ever, will be clearly limited in what 
he can do, and may become a prisoner 
of his own recent rhetoric and of the 
dramatic change in the political land- 
scape. 





B y promising a wider role for the as- 
sembly, embodied as that is in the 
new constitution, he will now find him- 
self faced with demands for faster-paced 
reform. 

Although the constitution provides 
that a simple majority can pass legis- 
lation — and will allow the opposi- 
tion to have a significant influence 
over the budget and other important 
money bills — the president does 
have effective veto powers. If he op- 
poses a bill and sends it back for re- 
consideration it can only become law 
if more than half the total members 
of the assembly attend the sitting and 
at least two-thirds of them vote for 
the bill. Even the rejuvenated oppo- 


sition cannot muster those numbers. 
Roh could pay a heavy political 
price, particularly if some of the more 
sweeping legislation proposed by the 
opposition is built around any of the 
provisions in his own 29 June 1987 
democratisation package. In such cir- 
cumstances, the timetable for reform 
could be controlled by the opposition. 
"Both sides are checked on what they 
can do," a political observer said. “In à 
worst-case scenario, the assembly will 
be unable to pass its own legislation." 
More importantly, it will be difficult 
for Roh to resist the procedural bill 
necessary to activate Article 61 of the 
constitution — which empowers the as- 
sembly to inspect and investigate speci- 
fic affairs of state. This bill is potentially 
the most troublesome for Roh and will 
determine how Kim Dae Jung will want 
to flex his new-found political muscle in 


Kim Dae Jung marks up election successes. S T 


dealing with an administration he still 
regards as illegitimate. 

In post-election interviews, Kim Dae 
Jung has appeared deliberately ambigu- 
ous. He has made clear his determina- 
tion to use the assembly's investigative 
diens to lay bare the facts of the 1980 

wangju uprising, look into the “entire 
picture of corruption and the amassing 
of illegal fortunes controlled by Chun 
Doo Hwan’s family” and probe further 
into what he claims was massive compu- 
ter fraud in the presidential election. 

At the same time, however, he has 
said he will follow a less confrontational 
course than in the past and is prepared 
to postpone the more volatile issues he 
has on his list until after the Seoul Olym- 
pic Games in September this year. 

Clearly, the new alignments could 
pro to be a bigger test of the South 

orean political structure than anything 
before in the republic's 40-year history. 
The next few months will decide 
whether the country's politicians are 
capable of working for the common 
good. o 
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When banning nukes can 
increase the risk of war 


l^ East Asia and the Pacific, as in other 
parts of the world, the consistent goal 
of the US has been to contribute to 
the maintenance of a stable regional 
balance within which the diverse 
peoples of the region can pursue their 
own destinies free from threat or intimi- 
dation. This regional approach is part of 
the overall US strategy of deterrence, 
the central purpose of which is to pre- 
serve the peace without seeking to 
dominate or pose threats to others. 
Despite the significant changes in the 
economic and military capabilities of in- 
dividual countries that have occurred 
since World War I, deterrence has con- 
tinued to work because democratic, 
free-world governments have 





clear-weapon states would arise in a 
general war. The purpose of deterrence 
is to keep such a war from breaking out. 
Approaches to keeping the peace 
that focus narrowly on issues related to 
nuclear weapons could have the unin- 
tended effect of weakening deterrence 
and increasing the risk of global con- 
flict. As long as significant disparities in 
conventional weapons remain, a proper 
balance of nuclear weapons can in- 
crease disincentives for war and en- 
hance the likelihood that nuclear 
weapons will never be used. 
Fortunately, the largest of the nu- 
clear-weapon states, the US and the 
Soviet Union, now agree that nuclear 





after careful consideration. The ded- 
sion was based on the conclusion that 
under present circumstances the grow- 
ing number of proposals for regional nu- 
clear-free zones had the potential to un- 
dermine the policy of deterrence which 
has been the cornerstone of Western 
security since the end of World War H. 
At the same time, while the US has not 
signed the protocols, we have made it 
clear that our practices and activities in 
the region are not incompatible with the 
treaty or its protocols. 

The goal of serious arms reduction 
measures must be arrangements that 
will enhance rather than undermine sta- 
bility and mutual confidence. The INF 
Treaty and our efforts in the Strategic 
Arms Reduction Talks with the Soviet 
Union to achieve sharp reductions in 
US and Soviet strategic arsenals, are 
steps in the right direction. This has 
been recognised in Asia, where the INF 
Treaty has been welcomed as a 





been prepared to bear the bur- 
den of demonstrating that the 
costs of aggression will exceed 
the potential gains. 

_ The role of nuclear weapons 
in this strategy has been espe- 
cially scrutinised with the recent 
signing of the US-Soviet Treaty 
on Intermediate-range Nuclear 
Forces (the INF Treaty) and the 
conclusion of the South Pacific 
Nuclear-Free Zone Treaty 
(SPNFZT). In this connection, 
efforts have been made to por- 
tray the concept of nuclear de- 
terrence as immoral, to treat the 
concept of nuclear disarmament 
in isolation from such related 
goals as preserving stability 
and deterring aggression, and 
to justify the establishment of 
nuclear-free zones as a step 









SR : ` soe ae 
Moscow's conventional superiority is a threat to the region. 


oe B measure that enhances both 
global and regional security. 

From the beginning of the 
INF negotiations, the US goal 
was to secure an agreement that 
contributed to security in 
Europe without disadvantaging 
Asia. As early as 1981, Washing- 
ton proposed a double-zero op- 
tion under which all inter- 
mediate-range warheads would 
be eliminated from both Europe 
and Asia. We are pleased that 
the Soviet Union finally agreed 
to that arrangement, which has 
the further benefit of making 
verification easier. 
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| n addition to seeking progress 
in reducing nuclear arsenals, 
the US remains deeply con- 
cerned about imbalances in con- 
ventional weapons. As a giant 





towards abolishing — nuclear 
weapons in Asia, portray- 
ed as a desirable end in itself. 


After the massive destruction in- 
flicted by two world wars during the first 
half of this century, it is a remarkable 
achievement that the policy of deter- 
rence put into effect after World War H 
has succeeded for more than four dec- 
ades in preventing the recurrence of 
global war with nuclear weapons. 

By helping to maintain a stable mili- 
tary balance in East Asia and the 
Pacific, the US also maintains the credi- 
bility of its commitments to assist 
friends and allies it is bound by treaty to 
protect. In addition, the US defence 
posture in Asia is designed to reinforce 
global deterrence by ensuring that po- 
tential adversaries recognise they can- 
not launch a general war on one front 
with impunity. 

The only credible circumstances 
under which nuclear weapons are likely 
to be used by one or more of the five nu- 


arsenals should be reduced. The im- 
mediate US goal in disarmament talks 
with the Soviet Union is to reduce nu- 
clear arsenals to the minimum level 
necessary to maintain effective deter- 
rence. 

Historically, the US has recognised 
that nuclear-free-zone arrangements 
can, in certain cases, further nuclear 
weapons non-proliferation objectives. 
In other cases, however, such zones 
have been espoused for a variety of 
other purposes, and enhancing non- 
proliferation has been a secondary con- 
sideration. 

The US decision not to sign the pro- 
tocols to the SPNFZT was reached only 
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continental land power, the 
Soviet Union has the potential to gain 
conventional military preponderance 
over individual countries on its 
periphery. Moreover, major compo- 
nents of Soviet land-based strength in 
Asia lie within striking distance of Japan 
and South Korea. 

Moscow’s potential military supe- 
riority, however, is offset by US de- 
fence commitments to these countries. 
Not surprisingly, therefore, Moscow 
has frequently tried to exploit anti- 
nuclear sentiments to undermine ar- 
rangements designed to counter its con- 
ventional superiority. In addition, it has 
consistently tried to substitute vague re- 
gional security schemes for collective 
defence efforts that have stood the test 
of time. 

More recently, the Soviet Union has. 
also promoted various proposals calling 
for limits on naval deployments in the 
northern Pacific. Every one of these 
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Soviet proposals would restrict US 
naval operational capabilities without a 
corresponding effect on Soviet forces. 
They would thus upset the regional bal- 
ance and undermine stability. Nor are 
these proposals consistent with Mos- 
cow's claim that it has, in practice, re- 
nounced nuclear deterrence. 

The excessive role of military power 
in Moscow's approach to East Ásia and 
the Pacific can be seen in the tremen- 
dous buildup of Soviet military forces in 
the region that has taken place over the 

ast two decades along the Sino-Soviet 

order and at the headquarters of the 
Soviet Pacific fleet in Vladivostok. Sig- 
nificantly, the establishment of the 
Soviet base at Cam Ranh Bay occurred 
at a time when the US had sharply re- 
duced its military presence in Southeast 
Asia through its withdrawal from Viet- 
nam. 

The intensive Soviet buildup in re- 
cent years on Japan's Northern Ter- 
ritories is also inconsistent with Mos- 
cow's professed interest in demilitarisa- 
tion of the Asia-Pacific region. 

In essence, current Soviet deploy- 
ments are more offensive in character 
than the force structure that would be 
needed to protect the limited non-mili- 
tary resources of the Soviet Far East. 
Because this buildup of military and 





éin essence, current Soviet 
deployments are more 
offensive in character than the 
force structure that would be 
needed to protect the limited 
non-military resources of the 
Soviet Far East. ? 





naval forces in the Pacific is out of pro- 
portion to the legitimate defensive 
needs of the Soviet Union, it remains a 
cause of concern to regional countries. 
In contrast to Moscow’s threatening 
military deployments, virtually all coun- 
tries in East Asia now recognise that US 
power in the Western Pacific has been 
used not to dominate but to keep others 
from dominating. At the same time, 
given the size and diversity of overall 
US relations with East Asian and Pacific 
countries, including their political, eco- 
nomic, cultural and scientific-tech- 
nological components, it is impor- 
tant to remember that the US security 
role in the region, while highly signi- 
ficant in its own right, represents a rela- 
tively small part of overall US relations. 
Through its contribution to the 
maintenance of a stable regional bal- 
ance in East Asia and the Pacific, the 
US has helped create a secure environ- 
ment that has fostered the dominant 
trends in the region, which are rapid 
economic growth and progress towards 
more open political systems. We con- 
tinue to believe that security and stabil- 
ity are the basic requirements for politi- 
cal progress and economic wellbeing. KJ 
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Breach of promise? 


Draft Basic Law raises fears more than it assures 


By Emily Lau in Hongkong 

he first draft of the Basic Law, which 

outlines Peking's *one country, two 
systems" policy for the future Hong- 
kong Special Administrative Region 
(SAR). is filled with deficiencies which, 
to say the least, raise doubts that the ter- 
ritory's capitalist system and lifestyle 
will remain unchanged for 50 years after 
the British hand it back to China in 
1997. 

The draft, three years in the making 
and released on 28 April, was supposed 
to be based on the 1984 Sino-British 
Joint Declaration on Hongkong’s future 
after 1997. Once accepted in its final 
form, it will serve as a mini-constitution 
for what will then be the Hongkong 
SAR. 

The fundamental problem with the 
draft Basic Law is that though it prom- 
ises “a high degree of autonomy” for the 
SAR, its 172 articles and three annexes 
by no means make this a certainty. 
Questions that immediately arise are: 
can judicial independence and the rule 
of law under the British common law 
system be preserved? To what extent 
will the Hongkong people be allowed to 
govern themselves? And will there be a 
clear separation between the SAR’s 
capitalist and the mainland’s socialist 
systems? 

Of immediate concern to lawyers is 
that, under the draft law, Peking’s Na- 
tional People’s Congress (NPC) stand- 
ing committee would have the power to 
interpret the Basic Law. This, they said, 
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Doing it their way 





would seriously undermine the SAR's 
power of final judgment, which the joint 
declaration said would be "vested in the 
court of final appeal" in the SAR. It 
could also be a deviation from the joint 
declaration. If that is not enough, the 
NPC has been given the power to 
amend the Basic Law under the draft. 
Some Hongkong people have argued 
that the rule of law and an independent 
judiciary are essential elements to the 
preservation of Hongkong's open so- 
ciety and must be kep intact regardless 
of whether the SAR has a democra- 
tic political system of government. 
Lawyers point out that if the SAR’s final 
court of appeal is bound to adopt the 
NPC standing commit- 





the power to interpret the ee 
constitution, whereas it was the Hong; | 
kong courts which now interpret the 
Letters Patent and the Royal Instruc- 
tion, under which the British have gov- 
erned the colony since 1842. 

Although the joint declaration 
clearly states that the SAR's laws would 
comprise the Basic Law, laws enacted 
by the SAR legislature and laws previ- 
ously in force in Hongkong, the draft 
Basic Law would add another category: 
laws relating to the expression of na- 
tional unity and territorial integrity 


| which are “outside the scope” of the 


high degree of autonomy of the SAR. 
Unfortunately, the scope of the SAR’s 
autonomy is not defined anywhere in 
the draft and, therefore, it appears to be 
up to the NPC standing committee to 
decide the scope. 


Te clause was put in to ensure that 
Chinese laws, such as those relating 
to nationality, the composition of the 
NPC and territorial waters, can be applied 
to Hongkong. But as it 





tee’s interpretation of 
the Basic Law, the 
SAR’s “independent” 
judicial power, includ- 
ing its right of final ad- 
judication, will come to 
nothing. 

Hongkong barrister 
Gladys Li argued that 
since the joint declara- 
tion stipulates that 
China’s socialist system 
and policies would not 
be practised in Hong- 
kong for 50 years, this 
clause could be said to 
be a breach of the 1984 
accord because China’s 
legislature would have 
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Ford: wide debate. 


is written, this, too, ap- 
pears to be a breach of 
the clause in the joint 
declaration which states 
that the — legislative 
ower of the SAR "shall 
e vested" in the SAR 
legislature. The Chinese 
not only refused to in- 
clude this in the Basic 
Law but they went 
further to give the cen- 
tral government power 
to legislate for the SAR. 

A Hongkong Gov- 
ernment official pri- 
vately said he accepts 
that Peking will retain 
full control over the 











Taiwan wants its future on its own terms 


By Emily Lau in Taipei 

Tu is as preoccupied as ever 
about its future vis-à-vis China, but 

the manner and consequences of Hong- 

kong's handover to China in 1997 is not a 

hot topic of discussion here. 

Many people are aware that Peking 
has offered to use the Hongkong model 
of *one-country, two systems" as a basis 
for reunification. But if anything, it has 
strengthened the determination of advo- 
cates of independence and reunification 
alike to find their own path. 

They regard Hongkong people as 
being too materialistic and not interested 
in fighting for their own future. “You 
[the people of Hongkong] are too practi- 
cal and all you care about is making 
money," said Chu Kao-cheng, a promi- 








nent legislator with the opposition 
Democratic Progressive Party (DPP). 
“Unlike you people, we are not afraid of 
being locked up and we will not run 
away. We will stay here and fight." 

The DPP, Taiwan's biggest opposi- 
tion party, has urged public discussion 
of the question of independence in order 
to avoid having the country's future de- 
cided as Hongkong's was — in secret by 
Peking and London. A resolution passed 
at the DPP's extraordinary convention 
in Kaohsiung on 16-17 April said the de- 
cision on Taiwan's sovereignty did not 
rest with China and any changes to 
Taiwan’s international status should be 
based on self-determination by the 
people of Taiwan. 





While many DPP members favour in- 
dependence, activists from the newly 
formed opposition Labour Party advo- 
cate reunification with China. And in 
April, the Alliance for the Unification of 
China was formed with influential writ- 
er Chen Ying-chen as chairman. 

The independence, as opposed to the 
reunification, issue has been taboo in 
Taiwan until recently. At the beginning 
of the year, two DPP members, Hsu 
Tsao-teh and Tsai You-chuan, were sen- 
tenced to 10 and 11 years' imprisonment 
respectively for advocating indepen- 
dence. But the DPP resolution prompted 
only a mild response from the ruling 
Kuomintang (KMT), which merely said 
that people were free to discuss indepen- 
dence, but not advocate it. 

Since Hongkong has freedom of ex- 
pression and a free press, many people in 
Taiwan are surprised there has been lit- 
tle widespread public discussion on the 
territory's future. They are also find it 
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SAR, despite the draft Basic Law arti- 
cles pertaining to autonomy. To this 
end, the Chinese, during the past three 
years, have also indicated that they 
| Want to preserve the structure and the 
_ powers of the colonial system. 

. British and Hongkong officials have 
stressed the importance of maintaining 
"a high degree of "E 


ii 


peach the chief executive. This would 
have to be approved by two-thirds of the 
legislature, of which only 2595 would 
likely be directly elected. Moreover, the 
final decision to remove the chief execu- 
tive would be Peking's. 
According to the draft Basic Law, it 
would also be likely that the chief execu- 
tive and a sizeable 








continuity," thus 
|. giving the impres- 
.Sion that Hong- 


kong will change 
from a British to a 
j- Chinese colony in 
1997. Some mem- 
“bers of the Exe- 
cutive Council 








ortion of the 
egislature would 
be elected by a 
“grand electoral 
college,” compris- 
ing 600 Hongkong | 
people drawn from 
Legco and various 
councils, organisa- 





(Exco, the terri- ———— 


the Legislative Council (Legco, the law- 
making body) privately admit as much, 
adding that this is the only way Hong- 
kong can survive within China. ` 

The section of the draft Basic Law 
concerned with the SAR's political sys- 
tem describes a system nearly identical 
to the one in force today. An all-power- 
ful chief executive, equivalent to the 
pen governor, would be accounta- 

le to Peking as well as to the SAR. The 
powers of the executive and the legisla- 
ture, and the relationship between the 
two, would also be similar to the current 
arrangement. 

According to the draft proposals, the 
legislature would be empowered to 
enact laws prepared by the executive, to 
pass budgets proposed by the executive 
and to receive administrative reports of 
the executive and to question the work 
of the executive. If it refused to pass the 
budget, the chief executive would be 
able to dissolve the legislature. 

As a token of accountability, there is 
a provision for the legislature to im- 
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tory's highest policymaking body) and 


tions and group- 
ings. It is unclear how these people 
would be selected. 

Some Hongkong members of the 58- 
member Basic Law Drafting Commit- 
tee (BLDC) who support electing the 
chief executive by popular vote have 
criticised the proposal as undemocratic 
and an attempt to retain power in the 
hands of a small number of rich and in- 
fluential people who will be selected, 
they suspect, by Peking. 

The grand electoral college was 
proposed by a group of some 80 people, 
mainly businessmen and professionals, 
within the Basic Law Consultative 
Committee (BLCC), a 176-member 
body set up by Peking to gather public 
opinion in Hongkong. They have pro- 
duced a promotional film to sell the con- 
cept, using TV film footage of riots in 
South Korea and unruliness in Taiwan's 
Legislative Yuan to show where, in 
their view, an open democracy and con- 
frontational politics can lead. 

Although the Chinese have an- 
| nounced a five-month consultation 
period, to be conducted by the BLCC, 
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surprising that in 140 years of British 
colonial rule no democratic political 
movement has sprung up. 

DPP deputy secretary-general Chiou 
I-Jen, a pro-independence advocate, 
said Hongkong people did not give the 
impression that they resented having 
their futures decided by Peking and Lon- 
don, adding that some people of differ- 
ent political persuasions in Taiwan were 
using events in Hongkong to strengthen 
their own arguments. 


é E Pes who support self-determina- 
tion said the Hongkong experience 
Shows we need to speak out now before it 
is too late,” he said. “Those who support 
independence said the Hongkong settle- 
ment shows how autocratic China is and 
: that it does not respect the wishes of the 
. Hongkong people. Those who support 
reunification said it shows Peking has of- 
fered good terms to Hongkong which 
makes peaceful reunification possible.” 
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The reunification advocates do not 
have much time or sympathy for the 
Hongkong people either. Chen, pub- 
lisher of Ren Chian magazine, said 
Hongkong was unique because it was a 
colony which had never had a demo- 
cratic movement. “Those Hongkong 
people who want to engage in political 
struggle must get rid of all escape routes, 
otherwise they would not have any credi- 
bility," said Chen, who himself was im- 
| prisoned for eight years by the KMT for 
sedition. 

Another  reunification advocate, 
Wang Hsiao-po, a professor at the 
World College of Journalism, said the 
Hongkong settlement was inevitable be- 
cause it was a colony and because it had 
been so close to and so dependent on 
China. Both Chen and Wang said they 
support peaceful and democratic 
reunification, but, added Wang, coer- 
cion might have to be used to enforce 
that. 
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there is a general feeling that the major 
decisons on Hongkong’s political future 
as outlined in the draft document will 
not be altered. There will be no referen- 
dum on the draft in Hongkong. The 
draft is to be approved by the NPC and 
promulgated in 1990. 

Lawyer Albert Ho, president of the 
Hongkong Affairs Society, a political 
organisation, said Peking would be re- 
luctant to delegate full powers to the 
SAR and would like to have an execu- 
tive-led government fully under its con- 
trol. However, he said he believes parts 
of the draft would be amended. “It 
would be politically stupid to issue a 
draft which is completely non-negoti- 
able," he said. "I think the Chinese will 
be flexible and will make some conces- 
sions, but the question is what . . .?" 

So far, from all appearances, Hong- 
kong people as a whole seem to prefer 
to discuss emigration rather than what 
the draft document holds in store. 
Those who are concerned feel they are 
incapable of changing things because 
Peking will not listen. 

Confidence in the long-term future 
of Hongkong as an SAR within China 
has been undermined by wild state- 
ments on political developments 
and by insensitive actions by some 
Chinese officials who have not re- 
i cognised the need for China not to be 
| seen to be interfering in Hongkong's 
| affairs. 
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For example, just before the 26-28 
April 7th BLDC plenary session in Pe- 
king, called to approve the first draft of 
the Basic Law before its release, some 
of the Hongkong members discovered 
that some proposals on the formation of 
the first SAR government had been ar- 
bitrarily dropped by a coordinating 
group consisting of BLDC office-bear- 
ers and the co-convenors of the commit- 
tee's sub-groups. Only after a big fuss 
were the proposals reinstated. 


P ublic confidence has not been help- 
ed by public knowledge that some 
of the BLDC's Hongkong members 
hold foreign passports. This is inter- 
preted as a demonstration of their own 
lack of confidence in Hongkong's future 
— even as they urge others to have con- 
fidence. 

Accountant and Hongkong BLDC 
member Sanford Yung abstained in the 
voting to pass the draft Basic Law be- 
cause he objected to a phrase about con- 
sulting overseas people. He said it 
would be a loss of face for China to con- 
sult foreigners on the Basic Law. Yet 
Yung holds a full British passport and, 
according to Chinese nationality law, is 
regarded as a foreigner. 

Other British-passport holders on 
the BLDC include vice-chairman and 
business magnate Sir Yue-kong Pao, re- 
tired High Court judge Simon Li, his 
nephew and BLDC vice-chairman 


Strike one for devolution 


The ruling party wins four provincial elections 


By Manik de Silva in Colombo 


pos Junius Jayewardene's rul- 
ing United National Party (UNP) 
won the 28 April elections for four pro- 
vincial councils, fuelling speculation 
that a general election would be called 
later this year. Three more provincial 
elections, also in the majority Sinhalese- 
dominated south of the country. are 
scheduled for June. 

The government hopes that by the 
time these contests are concluded, the 
Indian peace-keeping force will have re- 
stored sufficient normalcy in the ethnic 
Tamil-dominated north and east to en- 
able provincial elections to be held there. 
The devolution of government through 
provincial councils was worked out in 
last July's Indo-Sri Lankan peace ac- 
cord and was aimed at assuaging minor- 
ity Tamils. the militants among whom 
have been fighting for outright seces- 
sion. 

The recent polls were boycotted by 
former prime minister Sirima Ban- 
daranaike's Sri Lanka Freedom Party 
(SLFP). the UNP's strongest opponent. 
The SLFP. which opposed the peace ac- 





cord with India, has been calling for a 
general election, saying the majority did 
not want the provincial polls. In addi- 
tion to the SLFP, the polls were also 
opposed by the Janatha Vimukthi 
Peramuna (JVP). an extreme leftist 
Sinhalese movement banned by the au- 
thorities. 





David Li of the Bank of East Asia, Ex | 
and Legco member Maria Tam and r 


businessman Graham Cheng. Former 
Hongkong University vice-chancellor 
Rayson Huang holds a Singapore pass- 
port, and Legco member Martin Lee's 
wife holds a British passport. 

It is not clear how far the British 
Government will try to influence 
changes to the draft document. BLDC 
secretary-general Li Hou said the 
Chinese and British governments have 
discussed the Basic Law through dip- 
lomatic channels. 

Of all the sections in the draft, the 
British are most concerned with the for- 
mation of the first SAR government. If 
the British did not have a say in this, 
they fear morale would plummet in the 
transition period and Britain's post- 
1997 interests could be harmed. 

London has announced that the 
British Parliament will debate the draft 
Basic Law. Legco will also debate it in 
July. On 3 May, Hongkong Chief Sec- 
retary Sir David Ford went to Peking to 
discuss the draft. Responding to accusa- 
tions that Britain was tamely giving in to 
pressures from Peking. Ford was re- 
ported to have said that the government 
wanted "to keep its powder dry" for the 
draft Basic Law and that he opposed the 
grand electoral college. It is not known 
whether this means Britain will stand up 





to Peking on issues raised by the draft 
law. a 


| eventually turned out to be a contest be- 
tween the UNP and the United Socialist 
Alliance (USA), the newly formed 
grouping of the country's traditional 





leftist parties, including the Trotskyists 
and pro-Moscow communists, and the 
Sri Lanka Mahajana Pakshaya (SLMP) 
which broke away from the SLFP. The 
SLMP is now led by Bandaranaike's 
younger daughter, Chandrika, who suc- 
ceeded her charismatic filmstar hus- 
band, Vijaya Kumaranatunge, who was 
assassinated by the JVP in February. 
The socialist alliance put up a spirited 
showing, winning 64 seats in the four 
provinces against the UNP's 88. The 

Lanka Muslim Con- 





The JVP was re- 
sponsible for the mur- 
der of several candi- 
dates during the run- 
up to the elections 
and its threat to dis- 
rupt the polls neces- 
sitated and unpre- 
cedented security 
blanket involving the 
deployment of 15,000 
policemen with mili- 
tary back-up. The 
threats of violence re- 
sulted in a 58.9% 
voter turnout, consi- 
dered low by Sri Lan- 
kan standards. 

The elections 








gress won three seats. 
The USA gave the 
‘ruling party a hard 
fight in the former's 
traditional bastion of 
Sabaragamuwa pro- 
vince where the 
socialists bagged 20 
seats and the UNP 
squeaked through 
with 22. 

The results did not 
provide clear signals 
on how the people 
would vote at a presi- 
dential election and 
general election, botlf 
of which are due in 
the coming year. As 
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Jayewardene: election boost. 
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Transferring the world's leading telecommunications technology to the Teone Republic dod China, 


both the UNP and the socialist alliance 
support the controversial peace accord, 
while the SLFP and JVP have branded it 
as a sellout, the outcome did not indi- 
cate what the voters really think about 
the agreement. Bandaranaike said that 
many of the votes the USA polled were 
really ones that would have been the 
SLFP’s had the latter run. She said that 
many people voted for the socialists out 
of hostility to the government and a de- 
sire to defeat it. 

The traditional leftist parties are par- 
ticularly pleased about their showing at 
the provincial elections. Despite six of 
their candidates having been murdered 
and continuing taunts, particularly from 
the SLFP, that the “old Left” was dead, 
the USA, even without Kumarana- 
tunge’s charismatic leadership, de- 
monstrated an ability to stand up to the 

wer of the UNP and the terror of the 

VP. 


he second round of elections in 

June could see the socialists trying 
to improve on their recent showing. 
Jayewardene would also like to see the 
socialists build up muscle and make in- 
roads into SLFP votes during the par- 
liamentary and presidential elections. 
The SLFP is keen on an arrangement 
with the JVP and has appealed to the 
latter to lay down their arms, accept 
democracy and join with the SLFP to 
defeat the UNP government. Not to be 
outdone, Jayewardene announced at a 
speech marking May Day that he would 
grant amnesty to JVP workers if they 
vowed to give up violence. 

If the trend of provincial polls 
indicates that the socialists have gain- 
ed nationally at the expense of the 
SLFP, Jayewardene would be tempted 
to take advantage of the situation 
by calling elections sooner than he 
needs to. 
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Money under the table 


New reports fuel arms’ kickbacks scandal 


By Salamat Ali in New Delhi 


Ithough no credible evidence has 

surfaced so far to link either Prime 
Minister Rajiv Gandhi or any of his 
aides to the scandal of massive 
kickbacks in the purchase of Swedish 
guns for the Indian army, the con- 
troversy has been a major embarrass- 
ment for his administration. Despite 
Gandhi's best efforts to bury the issue, it 
refuses to fade away and has the poten- 
tial to destabilise his government and 
undermine his own political future. 

The issue took a new turn on 21 April 
when an investigation jointly carried out 
by Swedish National Radio and the In- 
dian daily newspaper The Hindu pub- 
lished documents which allegedly 
showed large payments to companies 
connected with Indian politicians over 
the US$1.2 billion arms sale by the 
Bofors company, signed in 1986 after 
several years of negotiations. 

Meanwhile, an Indian Joint Par- 
liamentary Committee (JPC), in its end 
of April report on the issue, stated the 
contract was given to Bofors on merit 
with the government obtaining com- 
petitive prices, but acknowledged Skr 
320 million (US$54.6 million) was paid 
to three Indian companies as compensa- 
tion for ending their commission- 
agency agreements. The report said 
there was no evidence to suggest the in- 
volvement of any middlemen in the deal 
— à view rejected in a dissenting report 
by a committee member. 

More than a year ago, when the 




















government told parliament there had 
been no cuts or commissions on the pur- 
chase because an essential condition of 
the deal was New Delhi's stipulation to 
Bofors that no agent or middleman 
could be involved. This condition was 
discussed and agreed to between the In- 
dian and Swedish prime ministers. 

The Indian parliamentary opposi- 
tion was not convinced and increased its 

ressure when an investigation of 

ofors in Sweden disclosed that the 
company allegedly had made huge pay- 
ments for the deal. The opposition 
boycotted the JPC set up by Gandhi's 
government, which drew its "joint" 
name from the representation on it of 
the All India Anna Dravida Munnetra 
Kazhagam (AIADMK), the main party 
in Tamil Nadu state, then closely linked 
with the ruling Congress party. Ironi- 
cally, one of the JPC's problems re- 
sulted from the AIADMK subsequently 
falling out with Congress; AIADMK 
representative Aladi Aruna totally dis- 
agreed with the committee's findings 
and issued a dissenting report. 

The JPC in the course of its investi- 
gations heard from Bofors' representa- 
tives that what had surfaced in Sweden 
as alleged kickbacks were in fact the ter- 
mination charges paid to these agents. 
Bofors refused to disclose the terms of 
the contract with the agents or even 
their names, on the grounds that this 
was privileged commercial information. 

But the JPC's report was con- 
tradicted by both Aruna's dissenting 
views and by The Hindu. The Madras- 
based newspaper published photostat 
copies of documents naming the three 
companies which they said served as 
agents for the Bofors deal. One of the 
companies to which a Bofors payment 
was made was called Pitco, whose ad- 
dress was care of G. P. Hinduja, of San- 
gam Ltd, in London. The Hindujas are a 
well-known family of Indian business- 
men operating largely abroad. G. P. 
Hinduja told The Hindu the documents 
were a "complete fabrication." How- 
ever, he did not threaten to sue the 
newspaper. 

JPC chairman and Gandhi confidante 
B. Shankaranand initially tried to block 
Aruna, but eventually allowed him to 
issue his dissenting report. Aruna wrote 
that Gandhi showed extraordinary in- 
terest in the matter and concluded that, 
since the three companies receiving ter- 
mination charges from Bofors were re- 
gistered in tax havens abroad and were 
mere fronts, the money went to some" 
unidentified Indians and their as- 
sociates. Oo 
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Not every hotel gives you your own From packing or unpacking your bags 
butler. A butler trained to anticipate To replacing a missing button and 


your every desire ironing out creases 
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Above all, a butler who is only there After all, it is often a little thing like 
when you need him but not when privacy that is a guest's most treasured 
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The Swire Group ÞH . 


To you, it's the end of your journey. To her, 
it’s the start of your day. 
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Arriving at your destination in time for a day's work can be a somewhat mixed blessing. 
Which is one of the reasons for flying the airline that concentrates on helping you to arrive in better 


shape. We know that the better we perform in the air, the better you'll perform on the ground. 











Arrive in better shape 










leaders chosen at the recent session of 
the National People’s Congress (NPC) 
in Peking includes a lot of new faces 
and the average age has been reduced 
(REVIEW, 21 Apr.), but not by all that 
much. China is still very much a geron- 
tocracy. 

A Chinese free-lance writer now liv- 
ing in Southern California, Yi-Ling 
Wang, recalls the qualities which 
China's strongman Deng Xiaoping 
wanted in his colleagues — pragmatism, 
energy, a capacity to get things done — 
all summed up in the proverb which be- 
came his political motto: "It doesn't 
matter whether the cat is black or white, 
as long as it catches mice." But now it 
appears that sheer stamina is enough to 
win the approval of the old men in 
charge. 

uch is being done to promote 
the image of the new premier, Li 
Peng, to present him as a relatively 
youthful technocrat, to overcome his 
reputation (particularly among the 
genuinely youthful university students 
who demonstrated against his promo- 
tion) as a Soviet-trained, stereotype- 
minded bureaucrat who chalked up no 
outstanding achievements as vice-pre- 
mier and acting premier. 

The official party organ, the People's 
Daily, reported breathlessly that Li's 
address to the NPC lasted over two 
hours — and that Li stood throughout 
his lengthy address, taking no break and 
only an occasional sip of water. The 
newspaper made much of this and of 
Deng's words of approval: "Just think 
that he can stand for two consecutive 
hours; you can tell how wonderful he 
is." It seems, Wang comments, that en- 
durance is now more important than the 
ability to catch mice. 

€ OF course, energy, humbleness 
and a readiness to serve the people re- 
main qualities highly praised in official 
propaganda. A recent edition of the Pe- 
king Review contained a feature spotted 
by both Ng Wai Ling and Nick Stead- 
man, about a Han Chinese party secret- 
ary, Ye Chenghu, who has been serving 
the Yao minority people in Hunan pro- 
vince for more than 10 years, helping to 
push up harvests by 25% a year, A 
photograph showed this redoubtable 
cadre taking refreshment from the same 
drinking vessel as his neighbours with a 
caption which made another alimentary 
mistake: 





| Ye Chenghu (second left), a Han Party secretary of Men- 
i louxia 


Yaozu Township in Xintian County, Hunan Province, 





i drinking wine with the masses out of the same bowel. 
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|i 14th. Er... perhaps. 














| @ GEOFFREY Aronson sends in an 
| item from the overseas edition of the 
| Jilin Economic Daily on Jilin province's 
efforts to integrate China's business 
i links with its three lost offspring, Hong- 
| kong, Macau and Taiwan. The title of 
the committee occupying itself with this 
task indicates that the comrades do 
realise just how difficult it will be to get 
things together again: 





roe QE : 
l Alin Province Politacal | 
| Consultative Conference | 
| "three. afterbirths " | 
| committee members having | 
| an iufocmal discussion | 
| Launch overseas union for | 
| inpromoting country unified | 
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; mayor's office in Hsinchu, a venerable 
| hotel shows signs of decline. The 
¿character transliterated as Huang, 
writes Martin Merz, means emperor but 
is a homonym for the imperial colour 
yellow. A few years ago, the proud 
hotel advertised its name with a flashing 
neon sign, but these days has evidently 
had to save a few dollars by hiring a sign 
| writer, who slipped up when trans- 
literating the second character for 
| "palace" as Kung. 
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{ 
| Another sign writer in Canton got 
| himself into an awful mess painting a 
i sign for the city's railway station. It was 
i spotted by Marco Lobo and evidently 
| was intended to advertise the Foshan 
i First Radio Factory — but he got his 
| wires crossed: 


i 






If the ground floor 
of a hotel is, as in 
the | 
first floor, then which 
floor is the unlucky | 
13th? Obviously, the | 


| Anyway, as Per-Olof | 
Lansing reports, the | 
‘new Century Plaza 
‘hotel in Shenzhen, | 
iis taking no chances. | 

There is a 13th floor, | 
| but no 14th: l 











eR | Ningbo, convenient bags 
| Just around the corner from the | 


| | taste, it will help vour digestion, 


€ SHANGHAI sign writers have no 
more luck. Richard Palmer spatted this 


factory notice there, and still had hiso 
eyes peeled for the “China Extraordi- - 


nary Sewing Machine Co.": 
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for passengers which car 
criptions of their use: 
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X Another Shanghai product, Xiang 
Cu vinegar, is accompanied by a no- 
nonsense description of its properties: 

[77 E E 
| DESCRIPTION 


| This product is fermented 





| 
| 
i 
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| from selected glutinous rice, 


| Fragrant in smell and mellow in 


whet your appetite and drive the 
stinking smell out of your food if 


any, 
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While prawn crackers made in 


| Tsingtao, which have been described as 


most delicious by their vast number of 
consumers, apparently dehumidify the 


eater: 


| PREPARATION: l 


Fry the Crackers in the boiling vegetable 
oil or lard. Done when expanding, floating 
and becoming to crisp with the good taste. 
Then keep the Crackers dry and serve. So 
it isthe necessary delicious for everyday life. 


i keep the Crackers dry. Do not be affected 
| with damp. 
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PICTURE YOURSELF IN THE SQUARE 


Exchange Square is Asia’s most significant office development. 
Three magnificent towers on the last remaining waterfront site in the Core Central 
business district of Hong Kong. 
1.55 million square feet of space with superb facilities that include 
integrated telecommunications and data systems. 
Home of Hong Kong’s Stock Exchange. And a tenant list that reads like the Fortune 500. 
One and Two Exchange Square are already fully leased. 
And Three Exchange Square is filling up fast. 
So if you'd like to take a closer look at the Square, now’s the time to do it. 


After all, it pays to address yourself properly. 


For leasing information, please contact: 
Hongkong Land (tel: 5-8428288, telex: HX75102) or 
Jones Lang Wootton (tel: 5-217171, telex: HX 7424/7). 
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ARTS & SOCIETY . CINEMA 


From The Orphanto Gangs, 
Hongkong loses innocence 


By Linda Jaivin in Hongkong 


ne of the most talked-about new 

films in Hongkong is Gangs. In- 
deed, when recently a scuffle broke out 
in a theatre over the use of a portable 
telephone by one member of the audi- 
ence, one of the first questions asked by 
the police was: "Were you watching 
Gangs when this happened?" They 
were not. But it is an intriguing insight 
into one policeman's view of the re- 
lationship between art and life in Hong- 
kong. 

The father of the main character in 
Gangs is first observed boasting of his 
own, former, participation in the under- 
world. Disturbed by the extent of his 
son's increasing involvement with 
crime, however, he can think of no bet- 
ter way of educating him than to arrange 
for some of his former “associates” to 
beat up and threaten the boy. Not sur- 
prisingly, there is no happy ending in 
Gangs. 

From the kids who choose to become 
participants rather than victims in extor- 
tion rackets to the network of dailou, 
the older professionals who use the in- 
formal street gangs as tools in their own 
illegal dealings or territorial wars, gang 
culture is portrayed in the film as having 
become an integral aspect 
of Hongkong's working 
class society; it is all-em- 
bracing, all-destructive. 

Three decades ago, a 
Hongkong film took a 
rather different approach 
to the problem of juvenile 
crime. In the 1960 movie 
The Orphan, Bruce Lee 
played a homeless teenage 
pepake, a bad boy who 

ecomes good under the 
care of the headmaster of 
a reform school. Despite 
some dangerous misun- 
derstandings, he ulti- 
mately proves to his occa- 
sionally exasperated be- 
nefactor that he too is cap- 
able of redemption. In the 
end, to everyone’s happy 
surprise, father figure 
turns father when it is dis- 
covered that the “orphan” 
is in fact the headmaster’s 
long-lost son. 

Both The Orphan and 
Gangs were featured in 
this year’s Hongkong In- 

“ternational Film Festival, 
which ran from 31 March 
to 15 April. Gangs pre- 





miered at the festival and went on to 
open in commercial theatres; The Or- 
phan was shown as part of a major re- 
trospective titled “Changes in Hongkong 
Society Through Cinema.” 

In addition to films such as The Or- 
phan, the retrospective also featured 
rarely screened documentary footage of 
Hongkong, the earliest of which dates 
back to 1898. Massive land reclamation 
projects and non-stop construction have 
entirely rewritten the territory’s geog- 
raphy: the physical changes to Hong- 
kong over the past 100 years are such 
that scenes from just 30 years ago are 
difficult to identify today. 

No less remarkable are the political 
changes: from the days of the Japanese 
occupation when Imperial Army news- 
reels announced the end of British 
domination to the lavishly documented 
visits of British royalty to Hongkong 
starting in the 1950s. From the Maoist- 
inspired riots of 1967 and patriotic 
student protests of 1971 (supporting 
China's asserted sovereignty over the 
Senkaku islands also claimed by Japan) 
to the waves of immigration resulting 
from disillusionment and despair over 
the 1984 Sino-British pact to return the 





Gangs represents a shift in mood in Hongkong films. 











territory to Chinese sovereignty in 1997. 
The retrospective's feature films, 
selected by organiser Li Cheuk-to on 
the basis of their "social realism," offer 
an even more complex portrait of 
changing Hongkong. Such films are at 
once a glimpse of society and an insight 
into how that society imagines itself to 
be, projected through the unique dis- 
torting lens of the film-makers' own vi- 
sion and preoccupations. Considered 
together with some of the territory's 
latest films, they inspire a number of 
disturbing questions about what has 
happened to Hongkong society over the 
ast 50 years, for somewhere between 
he Orphan and Gangs, Hongkong 
seems to have lost whatever innocence 
it had. 

Perhaps such an engaging and re- 
deemable teenage pickpocket as the 
Bruce Lee character in The Orphan 
never existed in real life. And maybe 
the opening montage of Gangs, which 
suggests that the tentacles of the under- 
world extend into every corner of work- 
ing-class life, was created with more of 
an eye to drama and mood than strict 
realism. (Although the director of 
Gangs, Lawrence Ah Mon, says his re- 
search showed the gang problem to be 
"very pervasive.") The fact is that 
Gangs, with all its grim hopelessness, 
could never have been made 30 years 
ago (and if it had, it would not have 
been accepted by audiences), and 
today's audiences primarily enjoy The 
Orphan as a period piece of great, if 
somewhat quaint, charm. 

This is hardly unique to Hongkong. 
and many parallels can be found, for 
example, with films from the Holly- 
wood of then and now. But judging 
from what does best at the box office 
(where upbeat movies such as Top Gun 
have no chance against Hongkong's vio- 
lent and anti-heroic A Better Tomor- 
row) film audiences in Hongkong today 
seem to like on-screen bloodshed, 
cruelty, amorality and unhappy endings 
more than their counterparts abroad. 


his shift in mood is reflected in 

films with political themes as well. 
In 1941, the leftwing director Cai 
Chusheng made Ten Thousand Li 
Ahead in Hongkong. Japan had invaded 
China, and waves of refugees fled from 
the advancing Imperial Army, some to 
Hongkong. The main characters of the 
film are patriotic mainlanders struggling 
to survive in what Cai, an outsider from 
Guangdong and Shanghai, obviously 
sees as Hongkong's crass, vulgar and 
immoral society. 

To a large extent, this is portrayed as 
the world of the Hongkong Cantonese, 
whose differences with the mainlanders 
extend well beyond linguistic barriers — 
though these, as illustrated by the pro- 
tagonists' encounters with a comically 


















horrible Cantonese landlady incapable 
of comprehending the simplest Manda- 
rin, are great enough. In the end, they 
leave Hongkong behind and join an am- 
bulance unit bound for the front lines in 
China. 

Ironically, in the same year that Ten 
Thousand Li Ahead was released, 
Hongkong fell to Japanese forces. A 
rather different look at the events of the 
time is provided by Hongkong 1941, 
made by director Leong Po-chih in 
1984, the year the Chinese and British 
concluded their arrangements for the 
return of Hongkong to China in 1997. 
At one point in the film, a radio broad- 
cast is heard in which it is declared: 
“Britain will never abandon Hong- 


eer A 

learly, Leong is using the atmos- 
p and events preceding the takeover 
y the Japanese army as a loosely con- 
structed and ironic metaphor for the an- 
xiety and concerns of present-day Hong- 
kong people in the transition period to 
1995. 


The question of Hongkong's future 
is more directly addressed in the 1983 
film Home at Hongkong, by David 
King, in which the prospect of Hong- 
kong's return to Chinese sovereignty 
darkens the lives of all the central 
characters, one of whom is an illegal im- 
migrant from China. Hongkong televis- 
ion executive Leung Noong-kong has 
written an essay in which he analyses 
several films, including Ten Thousand 
Li Ahead and Home at Hongkong in 
terms of the shifting power relationship 
between China and Hongkong: he notes 
that the degree to which the film-maker 
identifies (home) with Hongkong deter- 
mines his or her attitude towards Hong- 
kong’s link with the “motherland.” 


poua film-making in Hongkong 
certainly is not what it was in the 
days of Cai Chusheng, and while Cai's 
classic Spring River Flows East (made in 
the mainland in 1947) remains popular 
with audiences whenever it is revived in 
the theatres there, the political idealism 
of his films tends to strike contemporary 
viewers as naive. 

For the people of Hongkong, who 
suffered the side effects of the Cultural 
Revolution in 1967 in the form of riots 
and terrorist bombings, not to mention 
the terrible anxiousness and fear they 
felt for friends and relations across the 
border, China's bloody decade of chaos 
meant the death of political innocence 
as well. Even Cai died a victim of the 
Cultural Revolution in 1968 at the age 
of 62. China might always be the 
“homeland,” but since the 1970s Hong- 
kong citizens have gone there with one 
hand firmly clutching their Hongkong 
ID card or passport. 

Yet one rarely sees any serious at- 
tempt to express these important con- 
flicts or emotions in Hongkong cinema. 
The original version of Home at Hong- 
kong contained a scene in which a fam- 


Director Lawrence Ah Mon says gang problem is ‘ 





ily eats dinner in front of the TV just as 


the news comes on announcing Prime 
Minister Margaret Thatcher's 1982 visit 
to Peking, which began the process of 
Sino-British negotiations over Hong- 
kong's future. After dinner, two of the 
characters begin speaking of immigra- 
tion. The TV broadcast was one of the 
scenes excised by the censors before the 
film could be publicly released. 

The film critic Sek Kei blames both 
"traditional taboos" and "a stringent 
and sensitive code of censorship" for the 
failure of Hongkong film-makers to 
have developed a stronger tradition of 
social realism in cinema in general. The 
censors' mission includes both the poli- 
tical and the paternal, and it is argued 
that this has seriously inhibited the de- 
velopment of a cinema more responsi- 
ble and responsive to social issues. 

It is not surprising then that most 
film-makers in Hongkong prefer to turn 
their talents to less controversial ven- 
tures: action adventures, kungfu com- 
edies, bedroom farces or slick and vio- 
lent gangster stories with (often superfi- 
cial) moral themes that seem to satisfy 
the censors. Such social problems as the 
territorys endemic housing shortage 
may be featured in films (examples in- 
clude Li Tie's /n the Face of Demolition 
in 1953, Shu Shilin's Between Fire and 
Water made two years later and, more 
recently, Allen Fong's 1981 debut fea- 
ture Father and Son). 

But more often than not, Sek argues, 
“any analysis of social problems is sup- 
erficial and handled in a derisive or 
exaggerated manner without much pro- 
found understanding." He concludes 
that as a result, “even those films with a 
more serious approach are distin- 
guished only by the more subtle and 
realistic touches in their narratives, not 
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Pre-tax return on capital R & D amounted to MSEK 30.000 

>mployed increased from 16%in 1978 (US$5 billion) during 1978-1987 
to 23% 1987. Equivalent to 13% of sales 


we financial performance- between 1978 and 1987 aerospace and 
tomotive earnings self-financed investments and increased working 
vital. During the same period solvency (equity/assets ratio) bas been 
creased from 32 to 50%. Earnings have improved for the eleventh 
ar in succession. A record which speaks for itself. 
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By Margaret Scott in Hongkong 


queo is a new fad in Hongkong 
films which, for lack of a better 
name, could be called the immigration 
farce. Paper Marriage, a film by Alfred 
Cheung, is a good example. It is about a 
woman from Hongkong who falls in 
love with an illegal Hongkong immi- 
grant working in Los  Angeles' 
Chinatown. Hapless but in love, the 
couple decide to buy a husband with a 
green card so the woman can stay. The 
rest is a raucous comedy of errors. 
Another film in the immigration 
farce category is The Other Half and the 
Other Half, the feature film debut of di- 
rector Clara Law. The story begins 
with two middle-class couples: in one 
couple the wife goes to 


The immigration farce 
is a Hongkong hit 


sputtering fracas over the Hongkong 





panies content to repeat the formulas 

that were last year's box-office hits. 
The other easy answer is censorship. 

For over a year now, there has been a 


overnment's insistence on retaining 
its right to ban films on political grounds 
in its proposed new Film Censorship 
Bill. The heart of the fight is the clause 
that enables the government to ban 
films which would offend other ter- 
ritories. The closest other territory to 
Hongkong, of course, is China. 
"Everyone knows that if the real is- 
sues of 1997 are discussed in a film, it 
won't get approved by the censors. And 
if it won't get approved by the censors, it | 








with the end of the British Empire. 

"Three untidy pieces of empire are 
left of what was one of the tidiest em- 
pires ever," he says, with his tally in- 
cluding Northern Ireland, Gibraltar and 
Hongkong. 

"But in Hongkong we seem to be 
getting out so indelicately, so unkindly. 
Countdown will be there along the way 
to see if that is going to be history." 

Part of the reason there are so few 
Hongkong-made documentaries is that 
TV is the only outlet. Hongkong's two 
commercial TV stations and the govern- 
ment-owned Radio-Television Hong- 
kong produce public-affairs program- 
mes. 

Since the joint declaration was 
signed in 1984, the number of program- 
mes on Hongkong's future and the poli- 
tical and social issues sparked by the 
transition have dwindled. 

As for feature films, there were only 
two festival entries in which the issue of 
1997 figured prominently. In the first, 





Canada while the hus- 
band stays in Hongkong, 
and in the other one the 
husband goes abroad and 
the wife stays. The two 
left behind wind up shar- 
ing a flat. 

They are both medio- 
cre films, but they are 
glimpses of the banal and 
indirect way 1997, the 
year Hongkong returns to 
Chinese sovereignty, is 
finding its way to the 
screen. The immigration 
farce is about as close as 
films get to capturing all 
the rifts and tumult that 
come from living with a 
deadline. Probably the 
most remarkable thing 
about Hongkong films, 











features and documen- 
taries, is the absence of 1997 in the 
cinematic versions of these times. 

Mention 1997 to a Hongkong film- 
maker and chances are he will talk 
about the boundless dramatic pos- 
sibilities. These transition years, he will 
say, could be the stuff of classics. Im- 
agine old, pre-liberation Shanghai, says 
one director, and then imagine a film 
about Hongkong as the modern-day 
version, a place turned topsy-turvy by 
history. Consider the dismantling of one 
of the last colonial outposts as fodder 
for a film, says another. Or how about 
a film exploring whether people 
in Hongkong consider China their 
motherland? So far this is talk of would- 
be films. 

One easy answer to why there re- 
main so many would-be films is that the 
money men who control which films win 
financial backing are not interested in 
tales of the transition. Very few films 
are made independently in Hongkong, 


| most are made by a handful of film com- 











certainly won't get financial \_ 
backing," says Li Cheuk-to, a 
film critic. 

This years Hongkong Inter- 
national Film Festival devoted one por- 
tion of the festival to films on the theme 
of “Changesin Hongkong Society through 
Cinema." Li selected the films that were 
shown, and when it came to the issue of 
1997, he had rather slim pickings. 


n fact, the only project to document 
the years leading to 1997 is being done 
by an outsider for outsiders — viewers 
of the British Broadcasting Service. 
Hongkong: the Countdown is intended 
to chronicle the last 10 years of Hong- 
kong as a British colony and the Chinese 
takeover. There has been one instal- 
ment so far, which was shown in Hong- 
kong in 1987 and at the festival. 
Simon Winchester, an author who 
is making Countdown and now lives in 









Hongkong, says the project appeal- 
ed to his long-standing fascination 


Scenes from 
Paper Marriage: 
banal glimpses. 


Hongkong 1941, the director Leong 
Po-chih relied on allegory to make his 
point. The film is set in 1941, in the days 
immediately before the city fell to the 
Japanese. In the other, Home at Hong- 
kong, David King relies on a pessimis- 
tic, melodramatic style to convey uncer- 
tainty about the future. 

The film critic Sek Kei, referring to 
King and Leong in an essay on social is- 
sues in Hongkong cinema, wrote that 
"the old habits of Hongkong film-mak- 
ers proved hard to resist. They could not 
manage a too-direct analysis of the 
problem and hence, went about their 
subject in an indirect fashion." Old 
habits are hard to break. Oo 




























Your project is falling below 


expectations. 





Yet there’s nothing basically 
wrong with it. 


Is it the financing that’s 


to blame? 




















: .- Project finance hasn't exactly been 
: plain sailing in the 1980's. 
m And the bad news is that the 
: problems of extremely volatile commodity prices 
and tight credit could be with us for some time. 
: -Now for the good news. 
Those same problems 
have prompted the development 
ofa revolutionary new breed of 
financial solutions. 
Clearing the way for 
new projects. 
And — equally importantly- giving 
- you the opportunity to take a fresh look at your 
- existing project, in the light of the new 
. instruments available. 

; In fact, there may be 
dozens of possibilities for 
restructuring the financing of the 
project to make it more cost 
effective. 

Or to enable you to 
- improve significantly on your targetted returns. 
Chase is well out at the forefront of 
the development process. 

i And when it comes to 
getting you the money you need, 
really cost effectively, our Special 
Finance Division has been quick to 
| demonstrate what can now be 
achieved by means of truly innova- 
tive, and sophisticated, financial engineering. 

Instead of bank debt, for example, 
we can look at bringing in new equity. Or 
persuade new lenders to participate. Or change 
the structure of your debt. 

Through a Chase innovation, we can 
bring increased certainty into the uncertain 


For further information contact Will Liley or Richard Hall in Hong Kong on (5) 843 1234 
Hasan Askari in Tokyo in (3) 287 4100 or Lim Jiew Keng in Habe D 4245 


- world of commodity prices — using commodity- : 





























indexed swaps and financings to help producers : 
and users to manage their commodi ity price 
exposures. 

You may even consider 
four: bank debt, new equity, ne 
commodity swaps and financir 

Debt-for-equity swaps 
another approach. Interest rate swaps 
used to reduce your risk exposure by matcr ; 
your income and your debt or expense streams. 

Similarly, currency swaps can t 
used to enhance your foreign exchange position s. ; 

There are techniques designed to . 
improve tax efficiency. 

And to attract private money into 
what would once have been seen as purely 
public sector projects. 

Privatization is a consideration, too, 
allowing a government to generate funds th at 
can be devoted to other areas of public spendi 
With Chase, almost anything is | 
possible. RES 

Because of our size, international 
network and highly-specialized industry 
knowledge. 

Our speed of response. 

And our unrivalled range of 
commercial and investment banking products P 
and services. " 

It's the integrating of these many - 
capabilities into a total global banking capability . 
that sets Chase apart from every other financial 
institution. l 

And we can deliver world wide. 

So that whatever else may be 
preventing your project from performing, 
it certainly won't be the finances. 


We have rich experience in 
exporting a full range of various 
types of hand-tools and farm 
implements. Main products 
include pliers, hammers, spanners 
and wrenches, hydraulic jacks, 
table and bench 
screwdrivers, cutting tools, 


vices, 


grinding tools, measuring tools, 
masonry and wood-working tools, 
hoes, shovels, spades, axes, forks, 
and shears. 


SICHUAN TOOLS 


The Products 
You Can 


Modern designs, excellent quality, 
timely delivery and after sales 
service are keys to our success as 
well as yours. 

Buyers designs and brand names 
as well as samples are welcome. 
For further information, please 
contact: 


CHINA NATIONAL MACHINERY 
IMPORT & EXPORT CORP; 
SICHUAN BRANCH 


Address: 16, 3rd Section of Renmin Road Central, Chengdu, 
China 
Tel: 61971 61739 63571 63580 
Cable: SINOMACHINE CHENGDU 
Telex:60189 CMMSCN 60242CMSCN 
Fax: (028) 63686 





Always Depend On 





Liaison Office in Hong Kong: 
Metals & Minerals & Machinery Department Jialing 
(H.K.) Co. Ltd. 


Address: 21/F., East Point Centre, 555 Hennessy Rd., 
Causeway Bay, Hong Kong. 

Tel: 5-728897 (10 Lines) 

Telex: 65871 JIALG HX 

Cable: "jalng" HONG KONG 

Fax: 5-723196 





NDIA 


———— 


A gentle look at empire 


The Raj Landscape: British Views of Indian Cities by Jagmohan Mahajan. 


Spantech Publishers. No price given. 


E» has been written, Heaven 
knows, about the British in their 
empire, and especially in their Indian 
empire. Novelists and sociologists, 
architectural critics and military histo- 
rians, biographers and memoirists and 
economists and film-script writers — 
nA tor of every literary discipline 

ave had their say by now, com- 
memorating and deploring with equal 
zeal the all-but-lost dominion. 

Nearly all of them, though, have 
been writers of the West. There remains 
to be unleashed upon us the full flood of 
imperial assessment which we may ex- 
pect any minute now from 
the former subject peoples. 
Some have already reached 
us out of India and the 
Caribbean, in fiction and 
in historical analysis, but it 
is nothing compared to the 
mighty tide which must 
surely be assembling its 
forces, as academics and 
artists from Lagos to Be- 
lize, Lahore to Rangoon to 
Hongkong, realise the op- 
portunities of the imperial 
past. What fame to be earn- 
ed! What royalties, too! 

A gentle foretaste is the 
book under review, an al- 
bum of view-paintings done 
by British artists in the 
India of the Raj, from the 
1780s to 1870s. This is hard- 
ly a neglected subject, 


either, but it makes an agreeable change 
to find it handled not by one of the long- 
familiar authorities of London or Wash- 
ington, but by an art historian from In- 
dia itself. Jagmohan Mahajan has 
written two previous books about for- 
eign artists in the Subcontinent, but this 
is much more wide-ranging than either, 
and will indeed give pleasure 


and information to even the most com- 
placent British connoisseur of the 
genre. 

For my own tastes much of the plea- 
sure comes from the book’s generous 
and aristocratic tone. As a bitter Welsh 
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Native Shop in Calcutta Bazaar, drawn by William Simpson. 


nationalist myself, I am chastened by 
Mahajan's magnanimous approach to 
the Britons who, with such an air of 
free-and-easy privilege, set up their 
easels wherever they pleased in his 
country. Of course he enjoys the advan- 
tages of post-imperialism — we have yet 
to rid Wales of the English — but even 
so, like his countrymen in general he 
seems to look back at the Raj with ad- 
mirable forbearance and understand- 
ing. 

And more importantly, perhaps, 
with detachment. He recognises that 
the early British artists in India were 
the very first people to delineate the 
great Indian monuments. There being 
no Indian landscape painting, unless 
they had seen the Taj Mahal, the Red 
Fort or the Elephanta Caves for them- 
selves, even Indians could have no idea 
what such prodigies looked like. 

Some of the British view-painters 
were in fact Royal En- 
gineer officers, trained to 
draftsmanship for military 
purposes — the reconnais- 
sance photographers of 
their day — but even those 
painting for purely civil 
purposes fulfilled a vital 
and strictly non-artistic 
role as architectural and 
geographical recorders. 
They were, so to speak, 
reference artists. 

Some of them also pro- 
duced very beautiful pic- 
tures. The most famous of 
them were the Daniells, 
Thomas and his nephew 
William, who painted an 
astonishing number of pic- 
tures, to be sold for hand- 
some prices, during two 
protracted Indian tours in 


That dynastic democracy 


From Raj to Rajiv by Mark Tully and Zareer Masani. BBC 
Books. £10.95 (US$20.70). 


ark Tully, BBC correspondent in New Delhi for 20 

years, is something of a legend. Politicians court him 
rather than the other way round and other Western jour- 
nalists based in the Subcontinent keep getting mistaken for 
him by crowds asking for his autograph. 

Tully's latest book, written with radio producer Zareer 
Masani, is based on their British domestic radio series. It 
brings together India's achievements and woes after 40 
years of independence. Summarising the complexities of 
India is fraught with dangers because India is not a country 
but a continent in itself. 

But they have achieved a fascinating potted history of 
ideas, politics, economics and culture seen not through the 
eyes of a historian but through actual participants. Inter- 
views with politicians, businessmen or the pavement dwellers 


FAR EASTERN ECONOMIC REVIFW & 1? MAY "aif 





of Bombay give the book a freshness that brings India to life 
better than many newspaper articles. 

It is a book that raises more questions than it answers, as 
India always will, and the years spent trying to achieve that 
cliché of BBC journalism, “fair balance,” has paid off. 

Tully spares nobody, especially in his chapter on the 
Nehru family entitled appropriately enough 
Democracy," or on the rampant co tion in the govern- 
ment today. However, the foibles of what is the largest 
democracy in the world are also explained and put into a 
context that is sympathetic yet accurate. The authors’ ulti- 
mate belief, which will no doubt be criticised by many In- 
dians, is that the end justifies the means. 

It is also the first such book that gives adequate coverage 
to the country's hugely lopsided economy, which is capable 
of producing jet aircraft, but where development efforts 
have still not even touched some 40% of the population. 

For the first time traveller to India, for the student or for 
anyone trying to make sense out of the complexities of Indian 
politics or the present violence in Punjab, this book makes a 


good place to begin. — Ahmed Rashid 

















the last years of the 18th century. I wish 
I could accept the expert view of these 
artists. Mahajan himself greatly admires 
them, and reproduces 25 of their works, 
but to "me they have always seemed 
(with exceptions) monotonous and un- 
inspired. 

I agree with Edward Lear, who hav- 
ing seen Benares (now Varanasi) for 
himself, called the Daniells' interpreta- 
tions of it “pallid, grey, sad, solemn." 
But perhaps the Daniells, like Lear him- 
self, were merely expressive of their 
own times. The Raj was young and ten- 
tative then. They were seeing sights 
hitherto almost unimaginable to them, 
in conditions of extreme discomfort and 
sometimes danger, and the lifeless qual- 
ity that I dislike in their pictures were 
perhaps a symptom of awe, tempered 
with apprehension. 

By the time Lear arrived in the 1870s 





the British were safely in the Indian sad- 
dle. The sights to be seen, though still 
startling, were vicariously familiar, life 
(Mutiny apart) was generally safer, and 
an artist was free to respond more spon- 
taneously to India's marvellous vivacity 
and variety. 

In the second half of the century 
many painters of the Raj felt able to il- 
lustrate not merely the marvel of India, 
but also its fun, and Lear's own picture 
of the Benares waterfront, reproduced 
across two pages in this book, is a riot- 
ous delight of colour and strange 
shapes. 

They were seldom, it seems, bom- 
bastic. When the imperialists them- 
selves appear in these paintings, as 
often as not they are rather comic, while 
the Indians are seldom portrayed in any 
spirit of contempt or caricature. By and 
large one gets the impression of artists 








greatly enjoying themselves, marvelling 
at what they see, congratulating them- 
selves on being where they are, and 
perhaps half-consciously recognising 
that they are painting not only for them- 
selves and their bank balances (many a 
professional went out to make his for- 
tune in India) but for the future. 
So expect nothing revisionist in The 
Raj Landscape; Mahajan is no post-im- 
erialist fire-eater. He has assembled a 
ovely selection of pictures, most of 
them in colour, from sources in India, 
Britain and the US. He describes the 
course of Victorian sovereignty dispas- 
sionately. He assesses its painters as 
kindly as they deserve. If everything the 
subject peoples come to write is as gen- 
tlemanly and delightful as this, posterity 
will think what an altogether charming 
empire the British Empire must have 
been. — Jan Morris 





Now, from the colonised 


Indian Tales of the Raj by Zareer Masani. BBC Books. Rs 243.10 (US$18.60). 


qu collection is an oral history of the 
Raj as told by those who have been 
colonised — along the lines of a previ- 
ous book of recollections, Plain Takes 
from the Raj, by the colonisers. Like 
Plain Tales, Indian Tales was also 
broadcast on the BBC, 12 years after 
those told by British survivors. 

Zareer Masani, who wrote and pro- 
duced the radio programme, has in- 
jected a strong political line into his 
book. This is hardly surprising as India 
today is a nation afflicted with political 
crises, often violent. 

Like Plain Tales, this Indian coun- 
terpart cannot escape nostalgia, but also 
clearly discernible is the pain and disap- 
pointment of hopes unfulfilled. Masani 
— born in 1947, the year of indepen- 
dence, and given the best education in 
institutions catering to the elite in India, 
before going on to Oxford — skilfully 
sets out a structure which embellishes, 
chapter by chapter, the story of the 
“new internal colonialism,” whose 
guardians are Indians of his generation 
and class. 

“And for us,” he concedes, “the Raj 
still has a relevance, not merely because 
we are its legacy, but because we have 
lost what was best in our colonial herit- 
age: the idealism and courage, scholar- 
ship and versatility of an older genera- 
tion which accepted the challenge of the 
West without being conquered by it.” 

The idealism was reflected by those 
who were pushing the British out, who 
sincerely believed that good govern- 
ment was no substitute for self-govern- 
ment, even if what followed the Raj 
“wasn’t very agreeable.” 

The tales, which are peppered with 
examples of racism, deal with serving 
the sahibs, and attempts by the Indian 
elite to socialise with their colonial mas- 
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ters or to enter the Indian Civil Service 
— nicknamed the “Heavenborn.” One 
such example involved the maharajas 
who had been invited to the Royal Bom- 
bay Yacht Club for dinner by the Gov- 
ernor of Bombay, Lord Willingdon. 
They were barred from entering be- 
cause Indians were not allowed. Willing- 
don resigned from the club on the spot, 
collected whatever food he could and 
went on to host dinner for his guests at 
Government House. There, they sat 
down and formed the Willingdon Club, 
the first club that was open to Indians 
and Europeans. 

Masani interviewed 50 people, 
whose views range from fond admira- 
tion to bitter resentment (the latter oc- 
casionally targeted at the new Raj). 
Many were participants of the Quit 
India movement. The recollections of 
such people in the chapters dealing with 
the British withdrawal abd the new Raj 
hold lessons beyond the cultural and geo- 
graphical boundaries ofthe Subcontinent. 
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“Hardly had the dust settled on the 
British withdrawal than it was becoming 
clear that the structures which the 
British had built and preserved over 200 
years had found new guardians. As 
India’s jaunty national anthem rang out 
the Raj, the new rulers were already an- 
nouncing that theirs was not a revolu- 
tion of institutions or attitudes,” Masani 
writes. 

Masani gives a lot of space to jour- 
nalist and political analyst Romesh 
Thapar who hangs on Prime Minister 
Rajiv Gandhi's shoulders the responsi- 
bility for all that is wrong with India 
today. “Rajiv and his coterie of Ox- 
bridge-educated advisers are so far re- 
moved from an understanding of the 
real India that they fall back on the old 


| law-and-order approach to govern- 


ment, and on tactics of divide and rule, 
which perpetuate a new colonial domi- 
nation of India’s rural masses by its 
urban elites,” says Thapai. 

That may well be so, but then again, 
the “real” India cannot be gleaned ori 


these tales either. These are stories of 
people who lived through the Raj and, 
as such, provide a glimpse of India’s 
— Mary Lee 


roots. 




















In a class by itself. 


Air-India was the second airline 
to use the new GE CF6-80C2 engine 
to power new widebody airliners. 

Like other airlines using the -80C2, 
Air-India has experienced none of the 
growing pains normally associated 
with an engine introduction. 

By every standard, the engine has 
performed at exceptionally high levels: 
on-time departures, fuel efficiency, 
reliability, everything. Also, because 
of the proven reliability of the -80C2, 
twin-engined aircraft are already fly- 
ing the most direct possible routes, 
offering added passenger convenience 
and higher airline profitability. 

It all starts with an attitude: We 
believe that promises should not be just 
a matter of good intentions. Promises 
are meant to be commitments. 


Promises Count. 


For sheer elegance and beauty, few monuments can com- 
pare to the Taj Mahal. Just as this world famous edifice 
serves as a symbol of India’s past, Air-India serves as a 
symbol of its future. 


GE Aircraft Engines 





Thai Airways joins forces 


with Thai International to create the 
fastest growing airline in the world. 


MNC&H/THA/6496A 





"Thank you for flying 
_— Thai Airways.” 


With the bringing together of 
Thailand’s domestic and international 
airlines, Thai’s famous Royal Orchid 
Service now extends to twenty new 
destinations, making a grand total of 
seventy destinations throughout 
the world. 

Visitors to Asia’s booming tourism 
and business destinations arrive in 
style at Bangkok's new International 
Terminal. 

You can now take advantage of 
the conveniently linked shuttle services 
around Thailand, including the new 
A300 services to Chiang Mai, Phuket 
and Hat Yai. 

Bangkoks strategic position as 
the hub of Asia is further enhanced 
by this exciting development which 
firmly establishes Thai as the fastest 


growing airline in the world. 


- 
«3 Thai 
We reach for the sky. 


“Welcome on board 
Thai International" ~~ 
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|. By Shada Islam in Brussels 


T EC is moving to give teeth to its 
campaign to force up the prices of 
Japanese and South Korean shipyards 
by threatening to impose punitive port 
levies on *underpriced" South Korean 
| or Japanese-built ships which visit EC 
ports. The EC wants Seoul and Tokyo 


shipbuilding sector. 

The controversial plan has yet to be 
| given the official go-ahead by the 12 
EC capitals. But EC Commission 
negotiators found the threat of the port 
tax extremely convincing in recent talks 
with Japan. South Korea, believed by 
the EC to represent an even greater 
threat to European shipyards, will get 
an even tougher warning shortly. 

The community is pushing for a com- 
prehensive deal aimed at safeguarding 
the future of its ailing shipbuilding sec- 
tor. Despite huge sums paid in state aid, 
EC ie dd have been losing their 
share of the world market, a phenome- 
non that EC experts quickly ascribe to 
the "fierce and unfair" competition 
mounted by Japan and South Korea. 
The community accounted for 64% of 
world ship production in 1950, in com- 
parison with today's mere 13%. 

Even an increase in government sub- 
sidies will not help EC shipbuilders to 
fight off the challenge mounted by the 
Asian yards, admit EC experts. The 
only remedy, they say, would be an 
agreement with Tokyo and Seoul on 
"stabilising" the world market for ships. 
The deal would include a commitment 
by Japan and South Korea to restore 
prices to profitable levels, reduce huge 
disparities.in government aid and make 
"equitable" cuts in capacity. 

Such arrangements must be con- 
cluded by the end of 1988. EC 
negotiators warn that if the "dialogue" 
| fails, they will implement the threaten- 
| ed retaliation in which fines will be im- 
; posed on “abnormally priced" vessels 
built in Japan and South Korea, irre- 
spective of their registration. The finer 
details of the levy have vet to be worked 
out, but the community says it will oper- 
ate like an anti-dumping duty imposed 
on EC imports of cheap manufactured 
goods whenever there is proof of injury 
| to domestic industries. 

The hope is, of course, that shipow- 
ners will be deterred by the port tax 
from buying low-priced vessels from 
Japan and South Korea. The fine will 
be collected on every loading and un- 
loading in a community port of a ship 
purchased in Japan or South Korea on 
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to sign formal pacts raising prices in the | 


[BUSINESS AFFAIRS 


. Japanese and South Korean ships face tax in EC ports 


Shot across the bows | 





"general conditions of 
sale which are prejudicial 
to the EC shipyards." It 
will only applv to ships 
ordered after 1 January 
1989. 

EC negotiators say 
that Japan is adopting 
a “fairly reasonable" 
stance. Recent talks in 
Tokyo resulted in a pro- 
mise by Japan to continue 
discussions with the EC 
on ne export credits 
and capacity cutbacks. 
Both sides also agreed to 
try to convince South 
Korea and Finland to 
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join their attempts. 

The community is insisting, how- 
ever, that Japan has not closed propor- 
tionately as much shipyard capacity as it 
has done itself and that it is using artifi- 
cial prices to keep its yards in business. 
Officials say that Tokyo will have to cut 
its shipbuilding capacity by another 1.5 
million grt to achieve the same percen- 
tage reduction as the EC. 


Second in line 


Japanese shipyards may back higher prices 


By Charles Smith in Tokyo 


J apanese shipbuilders claim to be en- 
thusiastic about the EC’s proposals 
to push up ship prices through some 
form of international arrangement, but 
they are cautious about the legal impli- 
cations. 

A top official of one industry organi- 
sation suggested that a non-binding sys- 
tem of “reference prices” might be the 
best option available. A binding agree- 
ment would run counter to anti-mono- 
poly legislation in Japan and elsewhere 
and almost certainly could not be main- 
tained, 

The Ministry of Transport would be 
the government agency responsible for 
implementing an international price 
arrangement, but individual ship- 
builders would first have to agree on 
the margin by which prices should 
rise. 

A problem here is that the industry 
consists of a group of half a dozen 
or So big companies with high over- 
heads and large research budgets and a 
much larger group of small companies 























with Japan and South Korea will n 
prevent Seoul from increasin 


rangement and put joint pressure on 
Seoul. 





whose costs are about 10-15% lower. 
Giant shipbuilders, such as Mit- 
subishi Heavy Industries or Ishika- 
wajima-Harima, might like reference 
prices to be set at a level of 30% or 
so above market levels, but smaller 
companies would prefer a narrower 
margin of increase. Arriving at an in- 
dustry-wide consensus on price levels 
could be difficult, according to ship- 
building officials. | 
Japanese shipbuilders say that both | 
prices and orders have begun turning up | 
since the middle of last year. However, | 
| 

| 

| 





the time lag between the receipt and 
execution of an order means that pro- 
fitability may continue to fall for atleast 
another two years, leading to a string of 
bankruptcies and closures. The point of |> 
an international price arrangement. 
would be to help the industry over the- [7 
next couple of years, during which the 
survival of many companies would b 
stake. After 1990, most Japan 
builders should be able to start w 
ing out losses sustained during the 1980s 
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-asa result of a natural upturn in orders. 

The EC's initiative on ship prices 
dominated recent talks between ship- 
building officials of Japan and South 
Korea, leading the Japanese to believe 
that South Korea is also extremely an- 
xious to see some kind of agreement. 
South Korea's shipbuilding costs are 
thought to be at least 15% lower than 
Japan's, but all four major companies 
are currently in the red and at least one 
is thought to be on the verge of bank- 
ruptcy. 

Japanese shipbuilders point out that 
the South Korean industry has never 
been profitable. Japanese shipbuilders, 
on the other hand, have reserves which 
have helped to tide many of them over 
the recent slump. 

Japanese shipbuilders expect the 
next major moves on the EC proposal to 
take place in July when European and 
Japanese officials are due to meet to dis- 
cuss an EC memorandum on reference 
prices. The EC also plans talks with 
South Korea, but Japan's dominant share 
of the world market for ocean-going 
ships (nearly 50%) makes it the crucial 
player in any price discussions. ü 











COMPANIES 


For whom Bell tolls? 


Australian tycoon Robert Holmes à Court sells a core holding 


By Michael Malik in Sydney 


ndermined by massive losses from 

the October sharemarket crash, 
Robert Holmes à Court on 28 April sold 
39.8% of his holding company, Bell 
Group (BG), in equal parts to Alan 
Bond and the Western Australian state 
government — setting the scene for a 
succession of financial, political and 
possibly legal battles. 

Retaining a 6% share and, at least 
temporarily, the chairmanship of the 
group, Holmes à Court has technically 


party but Bond clearly is now in the 
driving seat. The National Companies 
and Securities Commission (NCSC) im- 
mediately considered a report on the 


ings paid A$2.70 (US$1.05) a share for 

19.9% of BG — a total of A$173 million 
— and the State Government Insurance 
Commission (SGIC) A$2.50 a share 
(A$160 million) for exactly the same 
number. 





about the deal on the morning of 28 
April, Bell Group shares closed at 
A$1.70. The sale was announced for- 
mally after the market closed. Although 
market analysts believe the shares were 
undervalued at this price, a figure of 
about A$2.20 a share is considered to 
reflect BG's asset backing. 

A group of minor shareholders 





not surrendered control to any one | 


transactions in which Bond Corp. Hold- | 


After rumours following press leaks | 








Three to one 








South Korean shipbuilders face tough times despite the EC initiative 


By Mark Clifford in Seoul 


Sun Korean shipbuilders are divid- 
ed on whether they should join a car- 
tel to stabilise world shipbuilding prices 
— if the EC and Japan are able to ham- 
mer out an agreement. The country’s 
largest shipbuilder, Hyundai, is report- 
edly opposed to joining such a group 
though other major South Korean ship- 
builders are said to favour it. 

“I don’t think an agreement to form a 
cartel is the way to raise prices," says a 
senior Ministry of Trade and Industry 
official. The government, however, is 
taking a back seat and waiting for the 
industry, led by the Korea Shipbuild- 
ers Association, to come up with a posi- 
tion. 

“It is a political matter," demurs a 
spokesman for the association, when 
asked for the organisation's stance on 
the talks. “It is not a matter for private 
organisations to comment on." 


sought the intervention 
of the NCSC, saying they 
had been unfairly ex- 
cluded from the benefits 
which Holmes à Court, 
as a shareholder, gained. 
As a shareholder, he had 
the right to the best deal 
he could get, but as chief 
executive he also had the 
duty to safeguard all 
shareholders as well as 
the best interests of the 
company. 

On 2 May, the NCSC 
sought an undertaking 
from BG that no ap- 
pointments to the board 











[Holmes à Court: unclear future. 


Shipbuilding sources in Seoul say 
that Hyundai, which has enough orders 
to keep its yards busy until the early 
1990s, thinks that it can remain a sur- 
vivor in the business without joining any 
agreement. Hyundai is currently run- 
ning at break-even levels and it is betting 
that continued low prices will drive some 
of its weaker rivals out of the business. 
“Time is on its side,” says a shipbuilding 
source. “It is happy to watch its domestic 
competitors suffer.” 

Hyundai eked out a profit of Won 32 
million (US$43,200) on sales of Won 963 
billion last year. The three other major 
shipbuilders, Daewoo Shipbuilding and 
Heavy Industries, Samsung Heavy In- 
dustries and Korea Shipbuilding and 
Engineering Corp. are all losing money. 
Debts for the big four shipbuilders total 
Won 3.7 trillion. 

Daewoo, which is the most desperate 


grounds for believing that Bond and the 
SGIC acted in concert or that control 
had passed from the present board. No 
new shareholder controlled the 2096 
which would require a general offer. 
But there is a strong feeling in the finan- 
cial world that Bell shareholders do 
have a grievance over the deal. 

The Australian Mu- 
tual Provident Society 
(AMP) — Australia's big- 
gest institutional invest- 
Or — issued a statement 
on 2 May calling on the 
existing BG board to use 
its influence to get as 
good a deal for other 
shareholders as Holmes 
à Court was given. It 
suggested. that possibly 
the fairest solution over 
the ultimate control of 
BR would be to wind it 
up. At the same time, 
the Perth Stock Ex- 
change criticised Bond 
for inadequate disclo- 
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would be made for two —- 


| weeks, to allow time for further exami- 





nation of the situation and the small 
shareholders' grievances, before Bond, 
who wants representation on the BG 
board, could start to influence events. 
On the same day, the Western Austra- 
lian state. premier, Peter Dowding, 
made an unexpected statement that 
while the SGIC only intended to be an 
institutional investor in BG, it would 
want a seat on the board of Bell Re- 
sources (BR), of which it now owns a 
share through BG's 4076 stake. 

The NCSC said that after a prelimi- 
nary investigation, there appeared no 








| sure. 

Widespread criticism and the NCSC 
freeze on alterations to BG are not the 
only obstacles for Bond. The most im- 
mediate threat to his gaining a large 
stake in BG is the existing takeover 
offer of A$825 million by two of Austra- 
lia’s other leading entrepreneurs, Kerry 
Packer and Sir Ron Brierley, for BR, 
40% of which is owned by Bell Group. 
It is BG's highly prized main asset, in- 
cluding a 10% stake in the Broken Hill 
Proprietary Co. (BHP) estimated at 
about A$900 million. 

The Packer-Brierley move through a 
joint-venture company — the first time 
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-=| situation, lost Won 69 billion last year. 
4 Interest costs on its staggering Won 1.4 
^ trillion debt accounted for more than a 
-| quarter of its total turnover of Won 519 
.| billion. Daewoo is coaxing buyers to put 
: | down larger down payments to help its 
“| cash-flow position. 

; Although Daewoo needs cash, offi- 
cials say that they are trying to avoid tak- 
ing unprofitable orders. “Daewoo is hav- 
ing to deal with the profitability earlier, 
and harder [than its rivals],” says an 
analyst. “They just can’t afford to book 
wildly unprofitable business anymore.” 





he gut issue is simple: South Korean 

shipbuilders can keep grabbing for 
market share, whatever the cost. Or they 
can accept that shipbuilding is unlikely to 
be profitable over the next decade and 
begin rationalising their industry. To 
| start winding down shipbuilding, which 
is a potent symbol of industrial develop- 
ment, would be a blow to South Korean 
pride. 

Publicly, government and industry 
officials say that boom times are just 
around the corner for shipbuilders. Pri- 





they have cooperated — in mid-March 
was considered to have been timed de- 
liberately to disrupt Holmes a Court’s 
attempts to restructure his companies 
with a complex “takeover” by BR of its 
own parent, BG. The effort failed, and 
this is seen as the last straw which de- 
cided Holmes à Court — before Oc- 
tober believed to have been Australia's 
richest man — to seek a buyer for the 
bulk of his holdings. 

But this does not remove the Packer- 
Brierley threat to any plans Bond may 
have for control of BR, which is seen as 
his long-term aim. Analysts agree that 
the Packer-Brierley offer of A$1.50 a 
share is no longer viable, but they may 
well raise it or force Bond to buy them 
off. One suggestion is that he might 
make a bid for their joint vehicle 
Turnbridge, which is already under- 
stood to hold 8% of BR. 


W ith no other large shareholders in 
BG to compete with him, Bond, if 
and when he gets on the board, could 
easily dominate the parent company. 
But Packer and Brierley will make 
every effort to prevent him controlling 
BR, especially if it appears he intends to 
sell off any of its assets separately — as 
is being widely speculated. 

Bond's other problem is in govern- 
ment limits on cross-media holdings and 
anything larger than a 60% national au- 
| dience-reach for any one TV owner. 
Since the assets of BG include the 
West Australian — Perth’s only daily 
newspaper — and a Perth TV station, 
he is going to have to divest himself of 
one of these, or of some of his other TV 
holdings. 

The political ramifications of the 
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| vately, however, senior executives are | it out. g 











growing increasingly pessimistic that the 
industry will turn around. Worldwide 
capacity is still ample and any turn for 
the better could spur the 
re-opening of shuttered capacity. 
Moreover, South Korea’s cost advan- 
tage has been largely eroded. 

The won is rising by 20% a year and 
wage costs are going up at about the 
same pace, while steel prices are increas- 
ing even more rapidly. South Korean 
shipbuilders, who grew on the strength 
of being cheap producers, complain that | 
competitors from Spain to Japan are un- | 
derbidding it. *Shipbuilding shows no | 
sign of recovering from the glut of the 
last 12 years," says a foreign diplomat in 
Seoul who tracks the industry. [South] 
Korea should face the very severe pros- | 
pect of no improvement." 

For now, it is a moot point. Until | 
Japan and the EC work out an agree- | 





| ment, South Korean shipbuilders will 


not have to come to a decision. But their | 
best choice may be to recognise that 
mounting costs at home and continued 
global overcapacity will make it impossi- 
ble for South Korea’s shipyards to tough 


deal are likely to become enmeshed in 
fighting between Western Australia’s 
Labor government and its political oppo- 
nents who are already questioning the 
government’s extremely “matey” ap- 
proach to both Bond and even more so 
to Holmes à Court. This is the third time 
that this government has used state 
funds to lend a hand to the ailing 
Holmes à Court since his disastrous 
losses in October. In November, the 
SGIC bought Perth property from 
Bell for A$206 million and then paid 
A$285 million for 2.5% of BHP held by 
Bell. 

Although the government defends 
the purchases as sound investments, it 
makes itself vulnerable to the charge 
that not only has it bailed out Holmes 4 
Court to the tune of A$650 million in 
the last six months, if it acts as a passive 
shareholder in BG it will have virtually 
bank-rolled Bond into gaining a domin- 
ant position in the company without 
having to go above the 19.9% he has 
bought. The government’s only com- 
ment has been that it would like to see 
Bell assets remain in West Australian 
hands. 

The future for South African-born 
Holmes à Court is unclear. He has 
hinted that he will only remain on the 
Bell board for a short time to oversee 
the handover, and has expressed the 
wish to devote his time to his racing stud 
and his art collection, while possibly 
travelling abroad. Nobody in the busi- 
ness world is quite prepared to believe 
that he might not make a comeback. 

Despite personal losses in the crash 
amounting to A$1 billion or more, he is 
estimated still to have a personal for- 









tune of A$70-250 million. 
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Political 
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of Representativ 
favour of the bill. On 
nate also passed the I 
— only three votes 
thirds majority required to override any 
presidential veto oega O 

Although the White House has ob- 
jected to other provisions in the bill, i 
cluding stiff restrictions on sa 
US by Japan's Toshiba Corp. i 
tion for the illegal sale of technology 
the Soviet Union, it now appears tha 
the key issue is the removal of the plant- 
closing requirements.: As US Trade 
Representative Clayton Yeutter put it: 
“The administration wants a trade bill 
We would not have spent hundreds ani 
hundreds of hours in this effort if we did 
not want one." | 

The question now is whether the | 
Democrats, who earlier rejected a com- 
promise on the plant-closing issue and 
worked to obtain a high number of votes | 
in its favour, will be prepared to drop 
their objections in order to get the bill 
signed by the president. | 

Both Democrats and free-trade sup- - 

rting Republicans have reasons to | 

e nappy with the 1,000-page bill de= 
veloped over the past three years, be- | 
cause it requires the president to take | 
retaliatory action against other coun-: 
tries which dump their goods in the US 
or erect barriers restricting free trade. 
Other provisions, such as a fund for re- | 
training workers, also satisfy labour 
constituents. 

By sticking to their guns on the plant- 
closing provision, the sponsors would 
be taking a gamble that could result in 
them losing altogether the opportunity 
of passing a trade bill. A Democratic 
victory in the presidential election may 
brighten the prospects of a trade bill. 
However, a changed trade picture next 
year, with a falling US trade deficit, | e 
may take the wind out of proponents’ 
sails. 
The prospect of rewriting a bill that 



















would satisfy Reagan is, however, |. 





clouded by legislative and political 
problems. Many analysts feat that E E 
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{reopening negotiations on the bill, 
which has taken so long to put together, 
would bring procedural problems as 
well as open up a Pandora’s box of 
amendments based on narrow interest. 

The issue has also been complicated 
by the political and emotional implica- 
tions of the plant-closing provision — 
supported by politically powerful or- 
ganised labour. Democratic presiden- 
tial candidates have thrown their sup- 
port behind the provision, with the re- 
sult that it has been turned it into an 
election issue. According to some ana- 
lysts, the Democrats could gain political 


capital from either of two possible out- | 
comes — the unlikely passage of the bill | 
as a result of any presidential veto being | 


overridden or failure to have a bill. 
The Republicans want to see a trade 


bill passed because it would blunt the | 


edge of Democratic criticism of the 
Reagan administration’s “weak-kneed” 
trade policy. Many Republicans, how- 
ever, do not want to antagonise the 
business community by accepting the 
plant-closing provision. At the same 
time, it has put the administration in a 
politically embarrassing dilemma in an 
election year. Some fear that a presi- 
dential veto exercised solely because of 
that provision would confirm the image 
of a heartless Republican administra- 
tion. Giving workers who have spent 10- 
20 years in a factory 60 days’ notice ap- 


pears a fair proposal. 
| n a TV interview on 28 April, Yeutter 
was very much on the defensive. He 


said: "Nobody is opposed to employees 
being given notice when they are going 


to lose their jobs. Everybody would like | 


to see that happen. The question is how 
and who should get involved in that ac- 
tion. It involves the federal government 
in an area where it ought to stay out." 

If the present bill is vetoed and no 
new bill is passed, it would complicate 


US trade policy and could lead to at- | 


tempts to pass sections of the bill sepa- 
rately. Congressional sources told the 
REVIEW that there is a sufficient vote in 
both houses to adopt and override any 
veto of a bill prohibiting Toshiba and a 
Norwegian firm Kongsberg from selling 
their products to the US for three years. 


Not having a trade bill will also mean | 


that there will be no fast-track authority 
for the president to enter into the Gatt's 
: Uruguay Round. Lacking any mandate 
from Congress, which holds the ulti- 
mate authority in matters of trade, the 
president would not be able to engage in 
any meaningful negotiations. Failure to 
pass a trade bill would also leave the ad- 
ministration without the authority to 
adopt a system of tariff harmonisation 
under Gatt, thus opening the prospect 
of trade discrimination against the US. 
Tariff harmonisation, accepted by most 
other members of Gatt, enables identi- 
cal classification of thousands of goods 
and services exchanged between mem- 
bers. 


a S 


BANKING 


Waiting for wisdom 5 


Politics dominate the ADB meeting, but change nothing 


By Philip Bowring in Manila 


pormat om bureaucracies move 


the bank’s future role (REVIEW, 24 
Mar.). It will not be reporting until early 
next year. 

The interlude was fortunate. Al- 
though the meeting was generally un- 
eventful, politics was clearly in com- 
mand and emotions were at times close 
to the surface, resulting in a crop of 
claims that statements had been quoted 
wrongly or out of context. The Ameri- 
cans had to backpedal on some unflat- 
tering pre-meeting loose talk about 
Japan. And the Japanese avowed that 
Bank of Japan governor Satoshi Su- 
mita’s statement that “a general capital 
increase is urgently needed” was a poor 
translation of the Japanese original. 

Whatever their charters say, multi- 
national development banks are always 
as much political as economic institu- 
tions. For donor countries, they have a 
clear foreign-policy function. So it is not 
surprising that the relative weighting of 
the US and Japan in the voting power of 
the bank has become a symbol of the re- 
lative shift in economic power. 

At present, both countries have al- 
most identical shares, but Japan contri- 
butes three times as much as the US to 
the soft-loan Asian Development Fund 
(ADF). Japan has also made large con- 
tributions to technical assistance and 
wants to use the bank for capital-recycl- 
ing efforts. 

Four years ago, after some Euro- 
pean countries were allowed to increase 
their shares through a special capital in- 
crease (SCI), Japan was promised that 
after the question of China’s member- 
ship were settled, it would get a SCI 
to help compensate for the reduction 
in its stake from 16.3% to 15% — 
oe by the entry of China, which has 
7.196. 

But nothing has happened, partly 
because of US stonewalling. The US 
says it wants an increase too, but 
many believe it should not be allow- 
ed one because of its poor ADF per- 


| formance, the problems it might have 





getting more money from Congress, 
and the critical attitude to development 
banks taken by the Reagan administra- 
tion. 

However strong Japan's case, it ap- 
pears to have been effectively stalled 
not only by the US, but by the fact that 





SCIs as well — South Korea, Sweden, 
Taiwan and India — which vastly com- 
plicates the problem of division of the 
shares. 

There is considerable sympathy for 
Japan. Its generosity has not only con- 
trasted with US reluctance to put up 
more money, but its relative lack of fus- 
siness about loan quality and its siding 
with developing-member countries on 
questions of procurement have been at 
odds with US ideological position- 
taking. Washington's general carping 
about the way the bank is run has also 
upset some of its friends. Although 
some US criticisms of bank manage- 
ment and loan quality were evidently 
justified, the abrasive manner of former 








Taiwan makes a reluctantconcession. - 


: 











US director Joe Rogers has left its 
mark. While current US director Victor 
Frank may say many of the same things, 
he is seen as more courteous and less 
cocky. 

But in the complex world of ADB 
politics, sentiment for Japan has not run 
as strongly as might have been ex- 
pected. For example, Thai governor 
Kamchorn Sathirakul advised against 
meddling with voting rights, and other 
regional countries privately expressed 
their ambiguities about Japan becoming 
too influential. While rejecting US ar- 
guments that access to the US market 
and its defence umbrella are relevant to 
discussions about ADB shares, they 
recognise these as relevant to their 


broader interests. 


It now looks probable that the SCI 


question will have to wait till the next 


various other countries are asking for | General Capital Increase, which in turn 
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- HongkongBank: continued growth in 1987. 


During 1987, The Hongkong and 
Shanghai Banking Corporation made 
further progress in consolidating its 
position as one of the world’s leading 
banking groups. 

Financial highlights of the year 

included: 

* group profits up by 17.6% to 
HK$3,593 million (US$463 
million) 

* one-for-ten capitalisation issue 
proposed for 1988 


* earnings per share up 11.476 to 
HK$0.78 (US$0.10) 


* total dividends per share up 5.6% to 
HK$0.38 (US$0.05) 


* assets increased by 17.1% to 
HK$837 billion (US$107.8 billion). 


During the year, the group raised its 
shareholding in Marine Midland 
Banks, Inc., in the USA, to 100% and 
acquired a 14.9% stake in Midland 
Bank plc, in the United Kingdom. 


For a copy of the 1987 Annual Report, 
please write to Group Public Affairs 
Department, The Hongkong and 
Shanghai Banking Corporation, 

1 Queen's Road Central, Hong Kong. 





<x) 
HongkongBank 


The Hongkong and Shanghai Banking Corporation 





Marine Midiand Bank * Hang Seng Bank 
The British Bank of the Middle East + HongkongBank 
of Australia * Hongkong Bank of Canada 


Wardley * James Capel * CM&M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 
oe 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1987 
EXCEED USSKY BILLION. 
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now seems unlikely to be agreed on be- 
fore early 1990. Although Japan in par- 
ticular is keen to force the pace of new 
lending, the problems are formidable. 
Lending from ordinary capital re- 
sources (OCR) will speed up as the 
bank is now able to make programme 
loans — in support of particular policies 
— rather than only project loans. 
(There is, however, an effective ceiling 
on programme lending of 15% of over- 
all lending.) 

Greater inputs of technical assist- 
ance, particularly from Japan, will also 
speed project implementation, and the 
DD uppiRes is likely to re-emerge as a 
large borrower as its financial adminis- 
tration improves. But with South 
Korea, Malaysia and Thailand no long- 
er borrowing significant amounts, it 
is difficult for the bank to increase lend- 
ing rapidly without giving too large a 
share to India and China. 

Last year, Peking’s first as a bor- 
rower, China and India accounted for 
36% of OCR loans. Although there is 
no formal ceiling, there is substantial 
sentiment against this figure going much 
higher, for several reasons. First, it 
would undermine the multilateral na- 
ture of the bank; second, a loan book 
too heavily weighted to two customers 
could affect the bank’s financial stand- 
ing, and third, there is concern that it 
will lead to even greater politicisation of 
the bank. 

Finally, at a time when the bank’s 
buzz words are “policy- -based lending” 
and “private sector,” it may appear 
strange to offer more money to those 
least susceptible to outside advice, and 
whose commitments to the private sec- 
tor are uncertain. 

India, however, is likely to have to 











pay some penalty for its access to the 
ADB, from which it only started bor- 
rowing two years ago. It is likely to lose 
the vice-presidency it has held since the 
creation of the bank. (At that time, 
there was only one, but now there are 
three — an increase due mainly to the 
need to satisfy political constituencies.) 
The current vice-president for opera- 
tions (the most influential of the three 
posts), M. Narasimham, is retiring later 
this year. 

Stepping into his job will be Stanley 
Katz, the American who has been the 
vice-president for administration for the 
past decade. Katz’ move was partly a 


response of ADB president Masao | 


Fujioka to US complaints that it had in- 
adequate say in running the bank. For 
his part, US Treasury Secretary James 
Baker appears to believe that develop- 
ment banks do play a useful role and the 
US should try harder to influence their 
direction at management level rather 
than sniping from board level. 


pos vice-presidents have resisted 
policy-based lending on political 
grounds. And they have been sceptical 
about programme and sector lending, 
making the old-fashioned, but very re- 
spectable, argument that development 
banks exist to finance long-term capital 
investment, particularly in infrastruc- 
ture, and not get involved in “quick-fix” 
lending for troubled countries or sectors. 

The moving of the quiet-spoken, un- 
ideological Katz is unlikely to result in 
any significant policy shifts. But 
Narasimham's departure will open up 
the question of who will be the third 
vice-president. There is a fairly wide- 
spread belief that it should be a candi- 
date from a developing country — but 














not a major borrower. That would rule 
out India, which some also say has held 
the post for too long anyway. The bet- 
ting is on either South Korea or an 
Asean country. Thailand is the front- 
runner in Asean, but Malaysia is not 
ruled out. One determinant will be the 
stature of the candidates they may field; 
another, the goals of Fujioka. 

While these issues were canvassed 
only privately, the public was treated to 
a number of red herrings. A Soviet ob- 
server was received, in the spirit of glas- 
nost, by Fujioka and Katz. But Soviet 
expressions of interest in joining the 
ADB are more aimed at projecting the 
Soviet image than a serious proposition. 

A better guide to members' views on 
the Soviet issue was provided by the total 
lack of response to Vietnam's plea to be 
allowed to borrow again. The position: 
no money until the Cambodia issue is 
settled. Likewise, the ADB is adopting 
a wait-and-see attitude to Afghanistan, 
though it will send an observer to a UN 
meeting on refugee resettlement. 

Taiwan returned to the annual meet- 
ing for the first time since its name was 
unilaterally changed to "Taipei, 
China." It protested the change but 
appeared in two minds on whether to 
continue to make a nuisance of itself, or 
to ug the change and use its money 
to win friends and influence. 

Central Bank of China governor 
Chang Chicheng announced a US$1 bil- 
lion aid fund, but there was no indica- 
tion of how much (if any) of this would 
be channelled through the ADB. If it 
can live with its new name, a big con- 


tribution to the ADF could be a panic: 
larly useful propaganda weapon next 
year. The annual critical post-panel re- 
port meeting will be in Peking. 
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liabilities as any in the region, was 
the annual meeting. It noted that 
operating a pooled currency 
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Open any door at Computasia. We think 
you'll be surprised by what you see. 

Because, chances are, you won't find 
another company that offers so many 
computer services under one roof. In short, 
one single source to modify, expand or replace 
your current system, or install a new one. 

For starters, our complete turnkey 
capability means we can assess your overall 
needs, help you evaluate and select the best 
hardware from any major vendor, provide 
software to meet your particular requirements, 
and then put all the pieces together to create 
a total solution for you. 

And we follow up with after-sales service 
that includes complete maintenance and 
staff training, or we can even go so far as 


6-8/F, Fortress Tower, 
250 King's Road, North Point, 
Hong Kong. 


I: (852) 5-8067888 
peo) 80128 COMP HX 
Fax: (852) 5-8070016 


COMPUTASIA 


COMPUTER 
EXPERTISE 
~ UNDER ONE ROC 







running your entire computer operations for < 
you. 

Of course, we can also custom develop 
applications specific and unique to your 
business. Because even the best computer is 
useless to you without the right software. 

More importantly, we've been at home 
with large database transaction processing 
systems for a long time. We started more 
than 20 years ago, for Hong Kong 
Telephone, and today handle projects for 
everything from financial services to public 
transport systems. 

After all, at Computasia, we don't sell 
computers. We provide solutions that give 
you the knowledge — and the room — to 
grow. 
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The bitter sweet cartel 


Malaysia reconsiders joining a world cocoa pact 


By Nick Seaward in Kuala Lumpur 


he Malaysian Government has 

undertaken to reconsider its refusal 
to join the International Cocoa Organi- 
sation (ICCO). It has also agreed to 
send a senior official as an observer to 
the September meeting of the Interna- 
tional Cocoa Council in London. 


Malaysia’s decision to attend the | 


council meeting was announced by 
council chairman Albert Russchen in 
Kuala Lumpur on 29 April. Russchen, 


who was heading a high-powered ICCO | 


delegation on a list-ditch effort to per- 
suade Malaysia to join the commodity 
pact, said he was quite certain that “the 
decision Malaysia takes [on joining the 
organisation] will be a positive one.” 
Malaysia is the world’s largest non- 
ICCO member producer, exporting 
135,000 tonnes last year into a saturated 
world market. The ICCO's buffer stock 


has now reached its upper limit of | 
250,000 but i have continued to fall | 


towards £900 (US$1,691) a tonne — 
their lowest level since 1975. Russchen 
said that if the conditions in the world 
market did not improve, the "long-term 
supply of cocoa might be jeopardised.” 

Malaysia's response to the ICCO de- 
legation's visit represents a considera- 
ble softening of its stance towards the 
commodity pact. As recently as January 
this year, Minister of Primary Industries 
Datuk Lim Keng Yaik said that Ma- 
laysia had no intention of joining the 
pact because it feared that its ambitious 
expansion plans for the industry would 
have to be curtailed. However, he said 
he was willing to listen to both sides of 
the argument. 

Malaysian cocoa production — 
which is centred mainly in Sabah — has 
increased from 88,000 tonnes in 1985 to 
172,000 tonnes in 1987. The planted 
area is expected to increase from 
313,000 ha last year to 500,000 ha by the 
turn of the century, according to the 
Ministry of Primary Industries, indicat- 
ing a production of 275,000 tonnes on 
current yields. Malaysia is the third 
largest producer in the world, after the 
Ivory Coast and Brazil. 

The slump in world prices after years 
of steady increases may have prompted 
‘Malaysia to be more receptive to the 
ICCO delegation's arguments. Last 
year, export receipts rose by 37.9% to 
M$684 million (US$265.6 million), 
rivalling tin in importance as the coun- 
try's fourth-largest commodity-export 
earner. With prices down some 2996 
since last September, export receipts 
are expected to be down, despite a 56% 
anticipated increase in production. 

There is now a very real danger that 





if the world's producers cannot agree on 
a scheme to withhold beans from the 
market, as proposed by ICCO, the price 
will slump to the £723-a-tonne level 
seen in 1975. In that year, world stocks 
were the equivalent of 4.8 months’ con- 
sumption. Today, world stocks are the 
equivalent of four months’ grinding. 

Russchen said that during his delega- 
tion’s visit to Sabah two days before, “I 
got the feeling that producers were al- 
ready feeling the pinch of the market 
and this will reduce production in fu- 
ture.” Delegation member Mamah 
Mohammed added that some cocoa 
growers had already indicated their in- 
tention to shift into rubber or palm 
oil. 

According to the delegation, Lim 





September. This meeting is also ex- 
pected to decide the details of the 
ICCO's withholding scheme, which 
aims to pull 120,000 tonnes out of the 
market, in addition to the 250,000 ton- 
nes in the buffer stock. 

In 1988, the surplus of production 
over consumption is expected to reach 
100,000 tonnes, out of a total supply of 
some 2 million tonnes. If the withhold- 
ing scheme does get the green light, it 
will be established in four tranches of 
30,000 tonnes each and extend for a 
period of three years. The ICCO would 
pay the producers for the cost of storage 
and maintenance, together with interest 
paid on money used to grow the beans. 
According to Mohammed, Malaysia's 
obligation would be 10,000 tonnes if it 
joined ICCO now, compared with 
around 45,000 tonnes for the Ivory 
Coast, the world's largest producer. 

Malaysia's largest market is the US 
— a non-ICCO member. Lim hinted to 
the delegation that he would be more 
amenable to joining if the US could be 
persuaded to join the consumer mem- 
bers. But Russchen said it was pointless 





has agreed to "give 
positive consideration 
to joining the agree- 
ment," provided that 
Malaysian producers 
— whoin the past have 
voiced strong opposi- 
tion to joining the pact 
— will not have to bear 
“too heavy a burden.” 

According to 
Mohammed, the pre- 
sent ICCO agreement 
has no provision for 
production quotas, so 
there is no possibility 
Of restrictions being 
imposed. Mohammed 
said he also pointed 
out that it was illogical 
for Malaysia to object 
to paying ICCO's 
US$30-a-tonne levy, 
as buyers always take 
the levy into account 
and 5576 of Malaysia's cocoa exports 
now go to ICCO member consuming 
countries anyway. In effect, Moham- 
med said, Malaysia was paying the levy 
already, yet because of its refusal to join 
ICCO, it was denying itself a say in how 
its money was spent. 


A delegation representative for the 
ICCO member consuming coun- 
tries, Dr Peter Baron, warned that the 
ICCO council was considering the im- 
plementation of differential levies for 
non-members. He said that ICCO con- 
sumers, who account for about 6596 of 
the world's buyers, could impose a levy 
of US$45 a tonne on purchases from 
non-members if the world market does 
not improve. 

The differential levy proposal could 
be brought up at the council meeting in 








Cocoa growing in Sabah: saturated mark 





trying to persuade the US Government 
to take a major policy decision in an 
election year. 

Malaysia is now in an anomalous 
position. It has traditionally been a 
strong supporter of commodity agree- 
ments and is currently engaged in strong 
diplomatic efforts to persuade other 
countries to ratify the second Interna- 
tional Natural Rubber Agreement (Inra 
II), which is scheduled to come into 
force later this year. The Inra I buffer 
stock has been spectacularly successful 
in mopping up surplus rubber and is 
now being sold back into the market 
to prevent prices from  exploding 
during a period of acute shortage. 
The similarities between the cocoa 
market now and the rubber market five 
years ago are too great to be glossed 


over. a 
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It is not always possible to foresee the obsta- 
cles blocking your way towards an ambitious 
goal. But you can respond to them better than 
anyone else. This, however, requires people 
who, at the critical moment, will choose the 
most advantageous way in order to avoid the 
difficulties. The rather chilling development 
of the capital markets puts such knowledge 
once again at a particularly high premium. 
Our services in the field of portfolio manage- 
ment for private and institutional investors 
take all this into account. Apart from tradi- 
tional portfolio management services, we can 


offer you a successful and well-tested invest- 
ment alternative: the COMPASS currency 
management system that turns currency fluc- 
tuations into profit. COMPASS is based onan 
extensive, EDP-assisted analysis of develop- 
ments in the field of international exchange, 
and its performance, which is independent of 
the fortunes of the stock exchange, has been 
outstanding for years. And we are the only 
bank in the world to offer this unique invest- 
ment product. The two Executives in charge 
of our Portfolio-Management Department, 
Mr Hans Goetti and Mr Yasuhiro Marui, will 





gladly give you a detailed rundown on how to 
profit from the COMPASS System. Why 
don't you contact us at: DAI-ICHIKANGYO 
BANK (SCHWEIZ) AG, Lówenstrasse 32, 
CH-8023 Zürich, Switzerland, Telex 813886, 
Fax 01/216 92 22, Telephone 01/21691 H, 


Well on course to your investment goal. 
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high-performance 
personal computers. 
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COMPAQ personal computers offer far more than 
advanced, high-speed microprocessors. Each offers a 
combination of innovative features which work with 
the processor to maximize overall system performance. 
So there's nothing to slow you down. 

Take system architecture, for example. The 
COMPAQ DESKPRO 386/20 and COMPAQ PORTABLE 
386 are built around an advanced 32-bit concurrent bus 
architecture which exploits the speed of the computers' 
20-MHz 80386 microprocessors. Two buses — one for 


oy eh EAM AR a E al 


ane t A n a y y e a R 
fa a a ha A a A a) 


Intel” 80386-16 


Intel” 80286-12 


Similar performance enhancementsare engineered 
into each subsystem of every COMPAQ personal 
computer. Each component is then optimized individually, 
yet designed to work as part of the total system. 

For instance, COMPAQ Fixed Disk Drives deliver 
both high capacity and high performance. You can install 
up to a 300-megabyte fixed disk drive in the COMPAQ 
DESKPRO 386/20 and up to a 100-megabyte drive in the 
COMPAQ PORTABLE 386. More ee ere you can 
get to that data almost instantly thanks to some of the 


memory and one for peripherals — eliminate information 
bottlenecks, allowing each component to run at its 
maximum speed. This ensures the highest system 
performance without sacrificing compatibility with 


industry's fastest access times. — averaging less than 30 
milliseconds. When you combine this speed and capacity 
with disk caching, the result is the highest- performance 
storage subsystem in the industry. To take it one step 
industry-standard hardware and the world's largest further, Compag helps you protect that data with internal 
library of business productivity software. high-speed fixed disk drive tape backup systems. 


“Based on an independent study of major brands, COMPAQ”, COMPAQ DESKPRO 386' and COMPAQ DESKPRO 286° are registered trademarks of Compag Computer Corporation. 
*Registered U.S. Patent and Trademark Office. COMPAQ DESKPRO 386/20% COMPAQ PORTABLE 386™ and COMPAQ PORTABLE III'M are trademarks of Compaq Computer Corporation. 





* HONG KONG, Microware USA Ltd., Phone: 5-471289, Telex: 89586 + INDONESIA, EMKOM, Jakarta, Phone:.21-6000078/85, Telex: 63651 

* MALAYSIA, Microcomputer Centre, Kuala Lumpur, Phone: 03-7188332, Telex: 37830; Penang, Phone: 04-372362; Ipoh, Phone: 05-507317 
* PAKISTAN, Computer Graphics & Systems; Lahore, Phone: 042-871546, Telex: 47001; Karachi, Phone: 021-440368, Telex: 23902; Islamabad, 

_ Phone: 051-811735, Telex: 54002 + PEOPLE'S REPUBLIC OF CHINA, Computerland China, Beijing, Phone: 5128330, Telex: 211161; Computerport, 
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Another graphic example of Compaq. total system 
performance comes from the COMPAQ Video Graphics 
System. This system supplies VGA graphics with high- 
resolution COMPAQ Color and Monochrome Monitors 
along with speed enhancements from the COMPAQ 
Video Graphics Controller Board. When the board is 
used in a 16-bit slot, it makes screen updating 50% faster 
than the IBM® PS/2™ Video Graphics Array and other 
comparably equipped systems. 

Uncommon performance innovations like these 
are common to all COMPAQ desktop and portable 
personal computers. That's clearly why each one is the 
best in its class, and why together, they represent the 
most powerful line of personal computers in the world. 
That's also why Compaq consistently earns the highest 
performance and quality ratings from computer experts. 


. IBM" isa registered trademark and IBM PS/2™ is a trademark of International Business Machines Corporation. Intel" is a registered trademark of Intel Corporation, ©1988 Compaq Computer 


Corporation. All rights reserved. 





Hong Kong, Phone; 3-699271, Telex: 49904; EEKON Enterprises Ltd., Hong Kong, Phone: 5-714028, Telex: 76626 * PHILIPPINES, Datronics, M: i 
Phone: 2-8182703, Telex: 23232 * SINGAPORE, Computer Industries Singapore, Phone: 2255836, Telex: 22907 + THAILAND, Olympia Tha 


Bangkok, Phone: 2340770, Telex: 20191 


These give you 
highestperformar 
personal computers. 











And unsurpassed satisfaction ratings from computer 
users. * 

Any computer can use a fast microprocessor. But it 
takes high-performance subsystems surrounding the _ 
processor to achieve the highest system performance 
in the world. The kind achieved by Compaq. 

For more information about Compaq personal 
computers in Asia, see the list below. 
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SPACE 


Still awaiting lift-off 


China fails to break into the commercial space market 


China's efforts to 
break into the lucra- 
tive international 
market for launching 
other nations’ satel- 
lites into space are 
floundering. More 
than two years after 
jumping into the market at a time of 
maximum opportunity with the offer of 
bargain-basement launch prices and 
other inducements, China has still to 
put a foreign satellite into orbit. 
Neither, as far as is known, does 
China yet have a firm contract with a 
foreign client to do so. At the same 





time, the development of private launch | 


services elsewhere is only increasing the 
competition China must overcome. 

The Ministry of Astronautics Indus- 
try and its marketing arm, the China 
Great Wall Industrial Corp. (CGWIC) 
— both due to be merged into the new 
Ministry of Aerospace — were pre- 
sented with a unique marketing oppor- 
tunity in 1986. In January, the US 
space-shuttle fleet was grounded fol- 
lowing the Challenger disaster and 
shortly thereafter Europe's Arianspace 
launch programme was also suspended 
after a rocket exploded in flight. 

These setbacks left a clutch of West- 
ern satellites with no means of getting 
into space. The Chinese stepped into 
this void, offering launch prices up to 
15% below those being charged by the 
US or Arianspace, discounted insur- 
ance premiums and priority over 
China's own satellites for launchings. 

At least part of the motivation was to 
attempt to make China's space pro- 
gramme more cost effective by earning 
foreign exchange. This would deflect 
criticism from older conservative lead- 
ers that the programme was of little 
practical value and required excessive 
use of funds and technological expert- 
ise. The annual cost of the space pro- 
gramme is not known, but Western esti- 
mates put it at about US$1.5 billion. 

On the face of it, there is no reason 
why China should not have had more 
success in this marketing endeavour. It 
has successfully launched 22 of its own 
satellites since 1975 into both geosta- 
tionary and low-earth orbits aboard its 
Long March series of rockets. CGWIC 
claims it can handle up 12 launches a 
year for international clients. 


Yet, after more than two years of i 
negotiations with more than 35 com- | 
panies in at least seven countries, and | 


announcements from Peking of at least 
10 “reservations” for launches, the real 
pickings have proved to be slim. 

Two “firm” launch contracts origi- 


nally scheduled for this year, have with- | 





ered on the vine. In what at the time ap- 
peared to be an important break- 
through, China announced with much 
fanfare in January 1987 that it had con- 
cluded an agreement with a US com- 


pany, Teresat Inc., to launch a Western | 


Union satellite, Westar 6-S, in February 
this year. The deal fell through because 
the company did not have the money 
either to buy the satellite or pay for the 
launch. Henry Schwartz, the head of the 
company, told the REVIEW he was un- 
able to interest other investors, but that 
he is still pursuing the project. 


The second launch, scheduled for | 


this month, has also fallen through. 
Under an agreement with another US 
firm, Pan American Satellite Corp., a 
Long March 3 rocket was to deliver the 





Engineers work on the thrusters of a 


oe 


| 





Chinese rocket. 


Korea, Taiwan, the Philippines, Thai- 
land and Pakistan — which, if they 
agree, will be charged a tariff for its 
use. : 

The launch by a Long March 3 rocket 
is now expected to take place in late 
1989 and the consortium says China is 
the only candidate for a contract. The 
launch contract has yet to be signed, 
though this is planned "in the next few 
months," according to a spokesman for 
the group. 

The fact that the consortium has 
purchased the satellite and includes a 
Chinese partner, however, makes this 
the most likely candidate for China's 
first commercial launch. Beyond that, 
China has a tentative agreement with 
Sweden to launch a Mailstar satellite in 
late 1991, but apparently not much else. 

China's space administrators proba- 
bly never expect- 
ed a stampede 
of clients to 
their doors. 
However, 
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Westar 6 satellite into geostationary 
orbit to provide communications for 
Pacific island nations. That satellite, 
however, has now been purchased by a 
consortium of companies from Britain, 
Hongkong and China — Cable & Wire- 
less, Hutchison Whampoa and the 
China International Trust and Invest- 
ment Corp. 

The group plans to use the satellite 
to provide telecommunications for 
China and other Asian nations — South 








In this, the third in the series Asia in 
Space, REVIEW Correspondents Brian 
Jeffries, Jerry Cushing and Nayan 
Chanda look at China's space pro- 
gramme. 











they clearly had hoped to make more 
rapid inroads into a world market of 
between 400-700 commercial-satellite 
launches between now and the end of the 
century. And certainly the steady pro- 
gress of China's space programme since 
its inception and a successful launch re- 
cord for domestic satellites provided 
sufficient grounds for cautious optimism. 

The origins of China's space pro- 
gramme stretch back to 1958 when a test 
centre for ballistic rockets was set up on 
the edge of the Gobi desert in Inner 
Mongolia. It was manned by a small 
team of Chinese rocket experts living in 
tents, some of whom had received train- 
ing in the US, the Soviet Union and Bri- 
tain. The early years were devoted to 
developing military missiles, which were 
initially redesigned versions of Soviet 
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rockets. It was not until April 1970, 
however, that China launched its first 
satellite which orbited the earth playing 
the,Maoist anthem, The East is Red. 
That original satellite, which went 


into an orbit that ranged between 273 


and 1,481 miles, was launched by a 
Long March 1 rocket derived from a 
Chinese intermediate-range ballistic 
missile, the CSS 2. Since then, China 
has developed a range of Long March 
rockets. 

The three-stage, liquid-fuelled Long 
March 1 can put a 700-kg satellite into 
low-earth orbit, while the basic two- 


| stage Long March 2 can increase the 


weight of the payload up to 2.5 tonnes. 
With the addition of four strap-on 
boosters, the same rocket can place an 
8-tonne payload into low-earth orbit or 
launch a satellite into sun-synchronous 
orbit 6,000 km above the earth. 

‘To launch satellites into geostation- 


| ary orbit 36,000 km above the earth 


where they appear to hover over the 
same spot, three-stage Long March 3 
rockets are used. The basic Long March 
3 can put a 1.4-tonne satellite into geo- 
stationary orbit, while a modified ver- 
sion with an improved third stage, intro- 
duced last year, is able to increase the 
weight to 2.5 tonnes. 


I: the longer term, China has the ability 
to develop even more powerful roc- 
kets based on its Long March range, but 
using additional boosters. These would 
be necessary if China is serious in pursu- 
ing plans for a manned space program- 
me, as it has stated. 

The satellites China has launched to 
date have been used for a variety of pur- 
poses, including telecommunications, 
broadcasting, remote sensing of China’s 
natural resources, scientific experi- 
ments and military requirements. Those 
sent into geostationary orbit are 
launched from Xichang in Sichuan pro- 
vince, while low-earth orbital launches 
are carried out on from Juiquan in 
Gansu province. 

China has recently started opening 
up these launch sites and its manufac- 
turing bases to potential customers and 
foreign space experts. Most have been 
impressed, though they say China is still 
five to 15 years behind the US and 


Europe. There have also been reports | 


that China has constructed a third 
launch site near Peking. 

The partial lifting of the veil of 
secrecy that formerly shrouded China's 
space programme, however, has not 
been sufficient to bring in the clients. It 
is clear that most potential customers 
remain unconvinced about the effec- 
tiveness of China's launch services, de- 
spite the considerable financial induce- 
ments. 

Some potential clients prefer to 
queue for launches with Arianspace, 
now. operating again with a US$2.3 bil- 
lion. backlog of orders. Others have 
turned to US commercial firms such as 


- Manned flights 








given low priority 


hina’s Ministry of Astronautics 
Industry created a flurry of in- 
terest around the world in November 
last year by announcing that it plan- 
ned to develop its own manned space 
programme, including a small shuttle 
and space station. It said such a pro- 
gramme had been “placed on the 
- order of the day." But all the signs are 


that it will be many years yet before 


the programme is anywhere near 
ready for lift-off. 
: Although China would undoubted- 
ly relish the prestige to be derived 
from establishing a manned presence 
in space, it appears likely that it will 
come low on Peking’s list of priorities 
„at a time when scarce state funds are 
required for more urgent areas of de- 
velopment. 

Like other space nations, China 
would like to use a shuttle and space 

: Station to launch, repair and recover 
satellites. Industrial-processing ex- 
periments would be carried out in the 
microgravity of space in anticipation 
of the ultimate establishment of space- 
basedindustries. —— 

Rather than drop the programme 
entirely, however, China may put its 
ambitions to create a shuttle and space 
station on the back burner for the pre- 
sent. 


The less costly alternative would be 


to pursue a programme similar to that 
of the Soviet Union and the US in the- 
1970s, when astronauts were blasted 





Martin Marietta, McDonnell Douglas 
and General Dynamics, which have 
aggressively moved into the launch 
business since the Challenger disaster. 
They have contracts worth US$700 mil- 
lion so far, and represent a new and ef- 
fective challenge to China's ambitions. 

Despite it lack of success so far in the 
launch business, China has made head- 
way in another area — renting space on 
its recoverable satellites. China isone of 
only three nations — together with the 
US and Soviet Union — capable of 
launching and returning satellites to 
earth. 

In August 1987, the French aero- 
space company Matra Espace became 
the first to rent space. Two scientific ex- 
periments designed to test the growth of 
algae in weightless conditions were 
safely sent into space and returned. It 
now plans to put other microgravity ex- 
periments aboard a Chinese capsule. 
Europe's Intospace has also signed a 
contract to fly a crystal-growth experi- 
ment into space. 

China has also had talks with several 


cooperation, provided any 









in space. These programmes, in turn, | 
eventually led to the establishment o 
small space stations which could be: 
sited by astronauts. t 
China already has a headstart 
developing such a programme as a 
sult of its Long March series of roc 
kets. With adaptations, these cou 
launch small manned spacecraft a 
eventually components for a smal 
space station. Developing the spa: 
craft technology will pose a grea 
problem and could require f 

















technology-transfer agreem 


"be worked out. China has 
-given these problems: some 


became apparent in 1987. 
ing US space experts w 
Chinese space suit, whic 
those used by US Gemini as! 
There have been repor 
first Chinese astronaut 
might make the trip as 
specialist aboard: a NAS/ 
once flights are resumed. 
possibility is at present 
cording to sources in. 
and Washington have h 
space cooperation sinc 
nowhere near signing any | 
agreement... — Review Corresp 
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Control room of a satellite launching pad. 








Asian and South American countries on 
the prospects of selling them its satel- 
lites. However the immediate prospects 
are not bright. Chinese satellite technol- 
ogy is still some 20 years behind that of 
the West. 

Although China so far has been re- 
warded with little more than a harsh les- 
son in the realities of the Western com- 
mercial-space market for its efforts, this... 
does not necessarily mean it is destined 
to fail in the longer term. It would take 
only a handful of successful launches to 
alter radically the picture and bring in 
the customers, especially if it maintains. 
its bargain launch prices. .ü 
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LABOUR 


A social contract 


Chinese workers cling to their iron rice bowls 


By Louise do Rosario 


hina’s much-criticised iron rice- 

bowl employment system is still 
thriving despite repeated attempts at re- 
form. It provides life-long employment 
and cradle-to-grave social welfare. But 
it also breeds laziness, indiscipline, low 
morale and immobility. 

As a result, urban enterprises are 
seriously over-staffed and inefficient. 
Managers cannot. increase or reduce 
staff easily in response to market fluctu- 
ations. And they complain that workers 
do not share their sense of urgency in 
what is an increasingly competitive eco- 
nomic environment. 

Workers want more money but do 
not want to work harder to get it. 
As a result, wages and spending on 
staff welfare grow while producti- 
vity and much-needed investment 
decline. For the factory manager 
of an urban enterprise, his workers 
are a permanent liability. He lacks 
the power to fire and hire freely 
and must give in to their demands, 
often at the expense of production 
priorities. 

This unmotivated urban labour 
force is seriously hampering the re- 
structuring of industries. It has 
also generated enormous inertia 
and resistance to change. Price, 
housing and bankruptcy reforms 
have been difficult to implement, 
in part because of the long-stand- 








ing dependence of urban workers on 
their work unit to provide a welfare 
safety net. 

Of China's 500 million-strong work- 
force, 380 million work in the coun- 
tryside and 120 million in cities. About 
85% of the urban workers are employed 
by state-run enterprises. Farmers, pri- 
vate traders, workers in rural coopera- 
tive factories and others employed out- 
side the state sector are working harder 
because of competition and greater re- 
wards. However, the estimated 93 mil- 
lion state-employed workers remain the 
least motivated and the least competi- 
tive of Chinese workers. Yet they are 


STILL DOWN ON THE FARM 


(Composition of China's workforce by sector 1986) 


State 


93 million (18.2%) 


Collectives 
34 million (6.7%) 


Private 
5 million (0.9%) 


Rural 
380 million (74.2%) 


Source: State Statístical 


Yearbook. 
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employed in the most important enter- 
prises accounting for the largest share of 
the economy. 

Since 1978, Peking has used both the 
carrot (higher wages) and the stick 
(short-term employment contracts) to 


| shake up the system. But these mea- 


sures have so far benefited only a small 
group of highly skilled professional and 
well-educated young people. The bulk 
of the urban population remains largely 
unmoved by the changes. Concepts 
such as job satisfaction, initiative, com- 
petition, dismissal and unemployment 
remain irrelevant to them. 


T5 lack of a comprehensive social- 
welfare system outside the work- 
place, fear of widespread unemploy- 
ment and a host of habits and values 
bred over four decades make labour re- 
form probably the most difficult of all 
reforms to implement. Labour reform 
also involves changes in social values, 
such as equal opportunity, fair competi- 
tion and individual aspirations. 

“When the government first 
proposed labour reform, we knew 
it would take a longer time to suc- 
ceed and would be one of the most 
complex because it involves 
human beings and not com- 
modities,” said Bai Nanfeng, an 
economist at the influential China 
Economic System Reform Insti- 
tute. 

China had one of the world’s 
most tightly controlled job-alloca- 
tion systems, which was run by 
numerous layers of planning agen- 
cies. It decided how many workers 
were required to meet the growth 
of the national economy and as- 
signed individuals to a particular 





E: able-bodied adult Chinese liv- 
ing in a city is supposed to work and 
hence belong to a workplace or danwai, 
the basic administrative unit through 
which the state controls the individual. 

More young Chinese, however, are 
defying this work-and-control system: 
they turn down state-allocated jobs, 
move from job to job and city to city, or 
set up their own businesses. Their ac- 
tions reflect a new, more distant and re- 
laxed relationship between the indi- 
vidual and the state, in a society that has 
been partially liberalised. 

A generation of post-Cultural Revo- 
lution baby-boomers has entered the job 
market, and the educated, competent 
ones are bending all the traditional rules 
of employment. They are an optimistic, 
cheerful lot with no experience of the ter- 
rifying political campaigns of the past, 
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The footloose few 


A handful of young workers make their own careers 


and are well-fed and well-clothed in a 
peaceful family environment. 

Unlike their parents, demoralised by 
decades of political turmoil, they have 
dreams and want to realise them 
through their jobs. They want choices, 
quick upward mobility and a career — 
all of which were once luxuries available 
only to those with powerful connections. 

In a rapidly expanding economy in 
need of skilled, capable labour, there are 
many opportunities for those ready to 
trade security for job satisfaction. Most 
state-owned enterprises are still subject 
to restrictions on hiring and firing, but 
they do have some freedom when it 
comes to recruiting skilled personnel. 
Collectives, sino-foreign joint-ventures, 
think-tanks and other new non-state in- 
stitutions have more liberal employment 
policies — and hence tend to attract 








young high-fliers. Some travel miles 
from home to work in reform-pioneering 
areas such as Shenzhen, so that they can 
“contribute to reform more directly and 
to build,” as one Chinese put it. 

For example, when Peking an- 
nounced plans to give Hainan Island the 
status of a special economic zone, 
150,000 people, mostly young and skill- 
ed, rushed to the island within days to 
seek jobs. The joint-venture Shanghai 
Hilton Hotel also received tens of 
thousands of job applications, many 
from university graduates, for the sev- 
eral hundred jobs it had to offer. 

Economic liberalisation has helped 
them to bypass the elaborate state-con- 
trol apparatus. Housing, the biggest fac- 
tor constraining labour mobility because 
it is provided by one's workplace, is not a 
problem to them yet — because they are 
still single and can live with their parents 


or in staff dormitories. 
They also take their personal 
dossier — a confidential document 


on each individual kept by the au- 
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panned economy, it was badly coordi- 


workers than they needed while indi- 
viduals were given little, if any, choice 
of jobs. The main concern of the system 
was to create jobs and minimise un- 
employment, rather than meet the 
needs of production. 

An all-encompassing system of con- 
trol involving residence permits, a con- 
fidential personal dossier kept by per- 
sonnel officers, grain-ration coupons 
and a wide range of job-linked welfare 
benefits made job transfers extremely 
difficult, if not impossible. A worker 
was expected to stay in his state-allo- 
cated job for life — like an arranged 
marriage. 

Initially, workers in the system were 
mobilised through political campaigns. 
“Seize revolution, promote produc- 
tion” was the official slogan a decade 
ago. But as the short-lived revolution- 
ary fervour disappeared, workers be- 
came a demoralised and frustrated 
group. Decades of frozen wages also 
helped erode the traditional 
Chinese ethic of diligence — a 
virtue now found more fre- 
quently among overseas than 
mainland Chinese. 

In the early days of reform, 
the government used higher 
wages to stimulate production. 9 
This resulted in a short burst of 
energy among urban workers. a 
But it quickly fizzled out when 
wages grew more slowly and 
bonuses were paid indiscrimi- 3 
nately to all. In late 1986, 
the government took another 
step forward. All those joining 
State firms for the first time 
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thorities and which was once 


a powerful tool of state con- 
trol — less seriously. There | 
are alternative channels open to 
get things done even if one 
does not have a perfect record. 
One example of the new breed is Li 
Enjing, a 26-year-old civil engineer who 
quit the job allocated to him after one 
year because “what I created was much 
less than what I got in terms of reward. 
Working four hours a day at a public- 
utility company, I was wasting my life." 





H e volunteered his services to a collec- 
tive construction company building 
the giant Peking Library and got the job 
after several interviews. With the com- 
pletion of the library, he had to find 
another job. “I was thinking of starting 
my own business or going to Shenzhen if 
I could not get a job in Peking.” 
Eventually, he got his present job 
with a construction company under the 
China International Trust and Invest- 
ment Corp. through a newspaper adver- 


enterprise. But, like other aspects of the F~ 











nated. Factories ended up with more |” 
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had to sign short-term employment con- 
tracts — a practice long adopted in the 
collective and private sectors. It was 
hoped that such contracts would pro- 
vide a disciplinary tool for managers, 
offer more choice for employers and 
employees, and promote job-mobility. 
But the results so far have been 
limited. 

According to a survey conducted by 
the reform institute last year, 40% of 
workers interviewed felt the system 
made no difference to them. Another 
6% regarded it as unreasonable. The 
survey also found that the already low 
job-mobility rate had dropped 20% be- 
cause those about to change jobs feared 
they would suffer a change in status 
from permanent to contract worker. At 
the end of 1987 there were 7 million 
state-employed contract workers. 

But for many workers, contracts are 
simply a new kind of iron rice bowl. Li 
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tisement. Since graduation four years 
ago, Li has had three different jobs, all 
found on his own initiative and without 
connections. 

Another example is Zhang Ting, a 28- 
year-old freelance journalist, who used 
to work for a state-run broadcasting sta- 
tion as a film critic. It was one of the 
three jobs offered to him by the state on 
graduation from the prestigious Peking 
University. During his four years at the 
station, he had many rows with his im- 
mediate superior over policy matters re- 
lating to film publicity and working con- 
ditions. Backed by contacts who were 
willing to take his articles at Rmb 15-25 
(US$4-6.70) for each 1,000 words, he 
became self-employed. (Publications 
pay contributors out of special funds.) 
Zhang is now earning four times his pre- 
vious monthly wage of Rmb 80. 








| bility. Some bureaucratic layers 
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Guangsheng, a director at the Ministry. 


| of Labour, said some enterprises were 


roviding contracts for 30-50 years. 
here were also instances when workers 
walked out of their jobs without giving - 
notice because they were unaware o 
their duties as a contracted party. En- 
terprises also routinely extended con- 
tracts for fear of retaliation. : 
Between 1986-90, the government 
has to create 30 million jobs to meet 
urban population needs — a daunting 


| task that leaves limited room for radical 


reform. The simplest way to create jobs 
is to use the old administrative method 
of planned labour allocation which, de- 


spite its known defects, has reduced of- |. 


ficial urban unemployment 
in 1978 to 2% last year. 


W hat Peking has done so far : n T 
Id sys 


from 5.995. 








abandon but to refine the 
tem, implementing it with gre 








been eliminated and employe 
ployees have been given s 
New channels of recruitm 
set up, such as | 
agencies and adve 
and in addition, the 
a growing number of for- 
eign joint ventures providing a _ 
PET range of jobs. But state | 
abour and personnel offices 
still act as indispensable irit: 
mediaries in finding jobs 
millions each year. The 
problems of mis-allocatio 
waste persist. Acc oo 
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*1 feel good now, because I 
am no longer under the control. 
of a work unit and I can use my 
abilities to the fullest. My old. 
job may be an iron-rice bowl — 
but the rice offered was unpalatable,” he 
said. Zhang is also moving into publish- 
ing foreign books in Chinese, a very lu- 
crative field. He eventually expects to 
make “several tens of thousands yuan" a 
year. 

For Zhang and his kind, the system 
may eventually catch up with them when 
they marry and start to raise a family. A 
whole new string of problems, ranging 
from nurseries to subsidised daily neces- 
sities such as grain, can only be solved 
through one's attachment to a work- 
place. To rise further, they will also need 
good connections. But for the moment, 
Zhang is enjoying the freedom and satis- 
faction provided by his work. “I have 
great sympathy for the millions who. | 
cycle laboriously daily to a workplace 
where they are stuck for the rest of their 
life," he said. — Louise do Rosario 
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tem, the main difference to state- 
owned enterprises is that they can 
now recruit workers more often 
and in accordance with production 
needs. Previously, recruitment was 
limited to once or twice a year. En- 
terprises can also interview job ap- 
plicants and generally have a great- 
er say in recruitment. But they are 
still subject to constant supervi- 
sion and have to seek official ap- 
proval for important employment 
policies. 

Over the past two years, em- 
ployment agencies offering em- 
ployees and employers choices out- 
side the scope of the state plan have 
been set up. At the agencies, enter- 
prises put up recruitment notices 
while job applicants specify their 
job demands and wait for an inter- 
view. But these agencies, which are 
supervised by the ministries, are small 
and only open to certain types of work- 





ers, There is as yet no active, sizeable | 


free labour market in China. 


hile there are now markets for 

raw materials, capital and other 
factors of production, a true market in 
labour has been slow in coming. Al- 
though there are now regulations per- 
mitting state-employed workers to 
change jobs under certain conditions, 
most find it difficult to do so. Life in 
China is organised around one's work- 
ee which provides everything from 
ousing and medical services to schools, 
ration cards and even free film tickets. It 
provides an individual with an identity 
and place in society. Changing a job 
involves major upheavals. The family 


has to move to a new staff dormitory | 


and the children have to attend the 
nursery attached to the new work- 
place. 

Since the introduction of the contract 
system, the government has promoted 
the setting up of alternative social-wel- 
fare facilities to take over some of 
the duties of the workplace. Contract 
workers pay 3% of their salaries into a 
retirement-insurance fund, while state- 
owned enterprises contribute 11.5% of 
their annual wage bill to a national pen- 
sion fund. Unemployment assistance 
and labour insurance are also now avail- 
able to the nempe or self-employ- 
ed. But many of the social functions car- 
ried out by the workplace cannot be 
easily replaced. 

Economists have long called for the 
setting up of alternative institutions to 
take over the social duties of enterprises 
so that they can concentrate on produc- 
tion. Such a change, however, would in- 
volve a radical overhaul of the organisa- 
tion of Chinese society — something 
which goes far beyond the current re- 
form agenda. 

Until recently, most Chinese did not 
have the right to resign. Collective dis- 
cipline was regarded as more important 
than personal aspirations. It was only a 










JOBS FOR ALL 


(Official urban unemployment) 


oss (million) 


Unemployment rate (% 


83 '84 '85 


REVIEWGRAPH by Barny Lee 


few months ago that cities like Peking 
began issuing regulations spelling out 
the procedures that allow workers to 
change jobs. Even so, senior and highly 
skilled personnel cannot move without 


| good connections or possible confronta- 
| tion with their units — quitting is a tire- 


some battle which many prefer to avoid. 
“Those who want to leave are the 


| ones managers want to keep most, while 
| others who stay for a long time are the 


ones every unit wants to get rid of," says 
economist Bai. 

But dismissals are rare and ex- 
tremely unpopular, not only with em- 
ployees but also with employers and 
local governments. Workers consider 
employment a basic civil right and a 
state responsibility. Factory managers, 
most of whom are hired on short-term 
contracts and subject to the supervision 
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of a workers’ council, do not want 
to make enemies by firing indiyi- 
duals. Local governments, mean- 
while, are worried about the social 
consequences of large-scale un- 
employment. Only those who have 
committed serious crimes are sack- 
ed. Education and self-criticism are 
the preferred methods of punish- 
ment. 

China's iron rice bowl also con- 
tinues to operate an egalitarian 
wage system, or “eating from the 
same big pot" as it is known to 
the Chinese. Although everyone 
recognises the drawbacks of the 
system, most continue to cling 
to it for ideological reasons. The 
national wage scale, which governs 
the wages paid to 93 million state- 
employed workers, still rigidly 
grades workers and personnel accord- 
ing to seniority and not performance. 
Peking does not want to promote in- 
come disparities through the national 
wage system. 

Egalitarian pressures also limit the 
use of piece rates and other payment- 
by-result schemes. Bonuses, once used 
to encourage workers to do more, have 
become part of the regular pay package. 
Factory managers seldom want to risk 
widespread opposition by rewarding a 
few outstanding workers. 

Successive reforms have so far made 
little impact on the iron rice bowl. The 
best hope for change appears to be the 
large number of new entrants in the job 
market. Young, inexperienced workers 
are relatively untarnished by the old sys- 
tem. Unlike their parents, thes aspire to 
more than a secure bowl of rice. 


Peking procrastinates 


A city of state workers is slow to change 


Pis provides a good example of 
how slowly the reform of China's la- 
bour market is proceeding in face of the 
highly resistant iron-rice bowl system of 
universal guaranteed employment. Any 
visitor can bear testimony to how alive 
and well the old system is — inefficiency 
and rude service are prevalent. 

In 1986, Peking had a workforce of 
5.9 million. Some 3.4 million of the 
workforce were employed in state-run 
units, 1 million of whom were industrial 
workers and another 500,000 of whom 
were in services and government 
bodies. 

A end-1987, this city of 10 million 
had only 20,000 officially unemployed 
— an incredibly low unemployment rate 
of 0.0396, which means that firms are 
overstaffed. Its workers enjoy one of 
the country's highest levels of wages and 
job-linked social welfare. . 

In trying to balance social and eco- 
nomic needs, the municipal government 
appears to give priority to the former. 





The city's population is growing by a 
projected 140,000 a year. However, an 
estimated 1 million peasants come to 
the capital each year in search of 
work. 

Those who find it stay; those who do 
not return to the countryside. Peking 
has to continue a strict job-allocation 
plan to ensure that enough jobs are 
created for residents and that non-resi- 
dent job-seekers are discouraged. 

Peking has been slow in implement- 
ing the labour reforms which are meant 
to promote job mobility and open com- 
petition. The contract-labour system 
(under which short-term contracts re- 
place the current life-long employment) 
only began here in mid-1987 — a year 
after the policy was announced nation- 
wide and after years of experimenting in 
other cities. At end-1987, there were 
only 10,000 contract workers in the cap- 
ital according to the Peking Labour 
Bureau which acts as an intermediary 
for contract signing. (This figure does 











OVA RAAW 1000 L CAR EACTERN CANONE AARAA © 











You Could Gather 
"^ It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE REPORT 
which is published monthly by the Review Publishing 
Company Limited has long been recognized by lead- 
ing business executives throughout the world as the 
most authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range 
Of Information 
Covering subjects which range from foreign invest- 
ment to fashion, electronics, telecommunication, 
engineering, contract negotiations and to literally 
dozens of others the CHINA TRADE REPORT is 
essential reading for anyone doing, or wishing to do, 

business with China. 


You Could Gather It Yourself 
You probably could get the same information on your 
own but in order to locate what is contained in each 
and every 16 foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of publications, 
not to mention have your own network of people re- 
porting from all the important zones in China. 


Why not subscribe now and discover for yourself how 
the CHINA TRADE REPORT can help eliminate the 
mystery and much of the risk in doing business with 
China. 


Small Investment... Handsome Dividends 


Start benefiting immediately from the information- 
packed CHINA TRADE REPORT by subscribing 
now. A small investment today may pay handsome 
dividends later in saved time, energy and money. 



























Post this coupon today! 
Circulation Manager, 


Review Publishing Company Limited, 
G. P. O. Box 160, Hong Kong. 


Please enter my one year subscription (12 issues) for 
the CHINA TRADE REPORT. | enclose a cheque/ 
money order of made out to the Far Eastern 
Economic Review. Or, please charge my credit card 
(tick one): 
American Express O 
MasterCard O 


(Please print in block letters) 


Diners Club O 
Visa O 


Card No: 
Exp. Date: 
Signature: 
Name: 
Address: 




















TT Ae Ro 


Annual subscription rates: HK$2,575 US$330 
Sent airmail anywhere in the world. 































Seer 





| 




































A WHOLESALER'S 
SUPERMARKET 


NO SERIOUS BUYER CAN AFFORD TO MISS 
THE TAIPEI WORLD TRADE CENTER 


During its first year of operation Taipei's new rnultimillion 
dollar World Trade Center attracted 17 million visitors and 
more than 100000 buyers. Fourteen major international trade 
shows were held in its spectacular exhibition atrium, and 20 
are already scheduled for the coming year 

For buyers, the Taipei World Trade Center has it all: 
multilingual staff, computerized communications. intercontinental 
data base services through the World Trade Center Network, 
and restaurants, 2,820 display booths and 1,027 permanent 
showrooms displaying the products of over 2.500 importers 
and exporters. Everything fram machine tools to ladies 
garments, ail under one roof in Taipei, the heart of the Asian 
Pacific marketplace. 








Your window to Tanan. Ours to the world 

EAE HPE WORD 
PAGS, TRADE CENTER 

5 Hsinyi Road, Sec. 5, Taipei 10509, Taiwan. Republic of China n 3 
Tet: (02)725-1111 Telex: 28094 TPEWTC & 10571 TPEWTC Telefax: B86-2-7251314 — 
Operated by: China External Trade Development Council der X 
Tet (02)715-1515 Telex: 21676 CETRA Telefax. 886-2-7168783 / 
For further information, contact our branch and representative offices; Hong Kong 5-281647; Jakarta 451212 
Kuaia Lumpur (03)2426175; Manila 46-18-80; Singapore 2224951; Bangkok 25193935 : s 


mw 





























i: di managers and profession- 
als. 

Most jobs are arranged by govern- 
ment planning bodies, while the still-in- 
significant private labour market, con- 
sisting mainly of new employment agen- 
cies, arranged only a few thousands jobs 
last year. 

Last year, the city's labour bureau 
arranged 110,000 jobs for primary- and 
secondary-school leavers and other new 
young workers. The job-allocation pro- 
cess, done without the aid of computers, 
involves many bureaucratic bodies and 
full-time personnel officers all with 
some say about the distribution of la- 
bour. 

Street committees report to the la- 
bour bureau of their respective district 


tered with them. The municipal labour 
bureau in turn liaises with the educa- 
tion, planning and industrial ministries 
and enterprises to match pro- 
jected labour supply with de- 
mand. The same process 
applies to skilled personnel, 
who are handled by the Bureau 
of Personnel. 








Ithough this so-called 

unified-placement system 
has become more flexible and 
simplified in recent years, 
it is still an extremely cumber- 
some process. As one labour 
officer said, the system 
leaves “our bureau too busy 
to think about long-term de- 
velopment of human re- 
sources.” 

There are also special 
“mediation” committees to -2 
solve disputes arising from un- 
satisfactory job assignments. 
But the official confessed that 
mediation rarely worked in 
past: until there are opportunities for 
workers to switch jobs and enterprises 
to get new workers easily, both sides 
had simply to live with each other. In 
this aspect, there has been some pro- 
gress. 

In November 1986, the city held 
its first so-called recruitment fair, allow- 
ing employers to meet job seekers. 
Since then, similar fairs have been 
held, with the largest one attracting 
40,000 visitors and 1,100 units being 
held in April 1987, said Labour officer 
Zhao Fengyong who organised these 
events. 

Encouraged by this success, the city 
last year set up nine employment agen- 
cies to help workers who want to change 
their state-allocated jobs, and enter- 
pu which need special skilled la- 

our. 

Supervised by the municipal labour 
bureau, these agencies operate like 
their counterparts in other countries. 
They charge individuals Rmb 1 (27 US 
cents) each and units Rmb 3 a person for 








. mot include the even smaller number of 





the number of newly unemployed regis- | 
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the match-making process based en- 
tirely on free will. 

There is no compulsory placement: 
both employers and employees can 
choose. The service, however, is of- 
fered only to retired technicians and 
workers who have what officials regard 
as legitimate reasons for a job trans- 
fer. 

There are also other unofficial la- 
bour markets found in various busy 
spots of the city where cheap labour 
from neighbouring provinces meets po- 


| tential employers. 


An embyronic labour market has 
sprung up in Peking, but it is more a 
minor supplement than a substitute for 
the plan. Most enterprises are still stuck 
with large number of unmotivated 
workers who would not be qualified or 
willing to take on a more demanding job 
even if given the opportunity. 

Peking has a high proportion of 
state-employed workers, a group which 
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has a stronger social-welfare mentality 
and a keener sense of egalitarianism 
than other social groups more used to 
competition. While they themselves re- 
fuse to abandon the iron rice bowl, state 
workers in Peking resent others who can 
do so with success. 

As they are not used to taking risks 
or working harder to earn more, these 
fixed-income earners of Peking are also 
more sensitive to price fluctuations than 
others. 

So while workers in Canton take on a 
second job to meet the rising cost of liv- 
ing, Peking residents complain and 
press for more wages and other mone- 
tary compensation from their units in 
face of inflation. 

The municipal government hence is 
among the first in the country to impose 
ration and price ceilings for various 
items. The city’s budgetary subsidies, 
(which include price and other sub- 
sidies), meanwhile, have risen from 
Rmb 800 million in 1982 to Rmb 2.5 bil- 
lion in 1987. — Louise do Rosario 














i 









to land 


Thailand moves to 
curb land speculation 


By Paul Handley in Bangkok 


T: Bangkok government has acted 
to stop foreign speculators buying 
up Thai real estate. Speculation is 
thought to be partly to blame for the 
sharp rise in land prices, especially in in- 
dustrial areas. 

On 26 April, the cabinet reinstated a 
clause in the Land Act of 1954 which if 
interpreted broadly would mean that all 
directors and managers of a Thai-for- 
eign joint venture in the business of buy- 
ing land would have to be Thai citizens. 

The step is aimed at stopping foreign 
investors using dummy Thai companies 
or silent partners to buy land for the 
purpose of capital gains. At the mo- 
ment, foreigners are only allowed to 
own land through a joint venture which 
must be at least 51% controlled by 
Thais. 

However, since 1986, the Land De- 
partment believes that foreigners have 
been increasingly putting up all the capi- 
tal for joint ventures and finding silent 
Thai partners to take the nominal 51% 
stakes. 

The rapid expansion of the Thai 
economy and the flood of foreign in- 
vestors have already put pressure on 
land prices. In and around Bangkok, in- 
dustrial land is hard to find and prices 
have doubled, and in some cases even 
tripled, in the past year. 

The speculation is frequently blamed 
on Japanese investors who are buying 
land for industrial, tourist and residen- 
tial developments to the east and south- 
east of Bangkok, where most of the in- 
dustrial development is occurring. Few 
doubt that this is indeed the case. But 
because many Japanese have chosen 
reputable Thai businessmen as partners 
it would be difficult to prove that the 
Thai partners controlled less than 51% 
of the joint venture. 

More blatant and troubling specu- 
lators, say property-market obser- 
vers, come from Taiwan and Hong- 
kong. Their speculation is more evident 
because quite often the local partner 
does not have the financial capabilities 
to control the investment. 

The cabinet measure is expected to 
impede attempts to build an open prop- 
erty-investment market in hailand. 
Only a few days before the cabinet 
move, Hongkong real estate firm First 
Pacific Davies opened its new Thai 
branch. Another international property 
concern, Richard Ellis, has already as- 
sembled research on the Thai market 
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and intends to set up a local office in the 
near future. 

Foreign investors with Board of In- 
vestment (Bol) privileges are permit- 
ted to own land for as long as their oper- 
ations continue to exist on the property. 
“That is the right way for a foreign firm 
to acquire land in this country,” says 
Thavee Chusap, director-general of 
lands in the Interior Ministry. 

But according to Bol, only 30 firms 
with its promotional privileges bought 
land last year, totalling about 599 rai (96 
ha). Real-estate specialists say unau- 
thorised land investment by foreigners 
last year was much higher. 

The clause reinserted into the Land 
Act, paragraph 5 of article 97, says that 











agers who are alien must be regarded as 
alien itself. According to Thavee, this 
means that a joint venture would be re- 


garded as completely alien, and thus not | 


permitted to buy land, even if it had just 
one foreigner on its board of directors. 
Paragraph 5 and several others were 
struck out from the Land Act by Procla- 
mation 49 of 1971, which was intended 
to encourage more foreign investment. 
Reinstatement of the other clauses, and 
the possible addition of even more, to 
prevent foreign-land ownership has 
been proposed to the cabinet by the 
Land Department. However, the 29 
April dissolution of parliament will put 
off any further moves in the near future. 
Thavee says the Land Department 





land-transfer cases that were m 
But it has yet to challenge any, partly 
because of the difficulty of determinhg 
actual control of joint-venture invest- 
ments. The reinstated clause is not 
likely to be applicable to past sales, said 
a property developer. But it will make 
new investments much more risky. The 
department will, in illegal investment 
cases, force the land to be returned to 
the original owner or resold publicly. 
Foreign investors, however, will 
continue to be able to construct and own 
buildings on Thai-owned land as well as 
lease land for up to 30 years. A bill al- 
lowing foreigners openly to own 20- 
25% of the units in a condominium de- 
velopment is also expected to be ap- 
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A Malaysian think-tank retracts a report 


By Nick Seaward in Kuala Lumpur 
AS strong denials by Malaysia’s 
central bank, the Malaysian Insti- 
tute of Economic Research (MIER) has 
withdrawn its assertion that the country 
suffered substantial capital flight last 
year. In a humiliating climb-down, 
MIER issued a statement on 29 April 
saying that following clarification from 
Bank Negara (BN), “there would ap- 
ear to be no abnormal outflow of funds 
rom the financial system in the year.” 

The retraction by MIER came just 
three days after it made headlines with 
its estimate that M$5.9 billion (US$2.3 
billion) leaked out of the financial sys- 
tem in 1987 (REVIEW, 5 May). Its 
executive director, Kamal Salih, was 
widely quoted as saying that concern by 
Malaysian private investors over the 
New Economic Policy was partly to 
blame for this outflow. 

In Malaysia, such thoughts are nor- 
mally left unspoken, even though the 
downturn in private investment has be- 
come a cause of increasing concern in 


the government. However, it appears | 


that it was insufficient homework by 
MIER rather that the political sensiti- 
vity of Kamal’s findings that led to the 
retraction. MIER badly overestimated 
the revaluation of BN’s international re- 
serves due to exchange gains and also 


failed to take into account BN's re- | 
versal of bank swaps totalling M$2.4 | 


billion. 

These errors served to inflate 
MIER's estimate of the leakage by 
M$4.7 billion. The true figure was 
MS$1.2 billion last year, BN deputy gov- 
ernor Datuk Lin See Yan told the 
REVIEW. He stressed that this was not 
capital flight per se, but rather a combi- 
nation of errors in timing, valuation and 
coverage of transactions. Lin added that 











from BN's monitoring of remittances 

abroad, the total amount of capital ex- 
orted last year was of the order of 
$100-200 million. 

Lin was reluctant to state the true 
figure for the reserves revaluation, 
but it is believed to have been M$1.7 
billion compared with the M$4 bil- 
lion MIER estimate. While it is un- 
likely that MIER would have been 
given access to the true figure, BN's 
1987 annual report does contain a table 
showing BN's estimate of the move- 
ment of the Malaysian dollar against 
major foreign currencies, from which a 
rough estimate of the revaluation could 
have been made. 

Even though BN does not give a 
breakdown ofthe currencies in which its 
reserves are held, it is clear from the 
table that even if BN had kept all its 
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any legal venture with directors or man- | has already documented numerous | proved in the future. 
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ECONOMIES M$16.5 billion reserves in sterling — the 


best performer against the local cur- 
rency last year — it still would have 
managed only an 18% gain, compared 
with the 24.596 gain implied by MIER's 
revaluation estimate. 

The second major discrepancy be- 
tween the MIER and BN figures was 
due to MIER's failure to take into ac- 
count the M$2.4 billion in swaps which 
BN said it reversed out last year. 
Although these transactions were con- 
ducted through BN's foreign-exchange 
disision, they were actually instigated 
by the commercial banks themselves. 

According to the BN report, the 
banks reduced their foreign liabilities by 
M$1.17 billion, or 19.1%, during 1987 
and increased their foreign assets by 
M$1.15 billion, or 29.7%. As a result, 
the commercial banks’ net foreign 
liabilities of M$2.29 billion at the end of 
1986 became net foreign assets of M$25 
million at end-1987. 

In view of the sensitivity of MIER's 
findings, it is astonishing that MIER did 
not first put its figures to BN for com- 
ment prior to publication — and equally 
surprising that BN took three days to 
rebut them. MIER was established two- 
and-a-half years ago with an initial grant 
from the government. Its staff are 
drawn mostly from the University of 
Malaya's faculty of economics, which 
has close ties with the central bank and 
the treasury, and its offices are situated 
in BN's headquarters building. 

MIER could not be reached for com- 
ment — but Lin said that BN had held 
off from responding to give MIER a 
chance to realise its own mistakes. 

The fiasco has now put a question 
mark over MIER's continued existence 
as an independent think-tank at a time 
when it was gaining increasing respect 
for its quarterly surveys on business 
conditions and consumer sentiment. 
Its tie-up with the Wharton Economet- 
ric forecasting group and its list of 
heavyweight supporters — including 
BN governor Tan Sri Jaffar Hussein — 
had given it immediate respect, which is 
now in danger. 
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Announcing The All New29th Edition 







Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
~gion’s future but affect the entire world. The Asia 1988 
~ Yearbook does more than cover these events — it com- 
- piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 29th Edition 

The Asia 1988 Yearbook, now in its 29th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 

The Asia 1988 Yearbook offers completely revised 
chapters — covering another historic year in Asia, and 
analysing US involvement in the region and you will also 
find familiar chapters and features as well: a portrait of 
The Entire Region, The Power Game, Population & 
Food, Development Banks, Asian Finance, Asian In- 
vestment, Commodities, Energy, Aviation, Shipping, 
Fishing, Trade & Aid, the Pacific, Asian & Pacific Or- 
ganisations, a round-up of the year's news stories, and 
much more. 


As in the past, the Asia 1988 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 
Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
steading public officials. The Asia 1988 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 





We give you Asia, 
minus the mystery, 
minus the 


Asia 1988 Yearbook 


volvement and social and cultural landmarks. Each 
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country chapter has a Databox giving essential vital 

statistics. And there is also a statistical round-up com 
piled against a master questionnaire provided by Year- 
book experts. : 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1988 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 29 years) to keep the Asia 1988 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$215/US$27.50/£17.75/S$58.50/M$70. 50. 
Hard Cover: HK$235/US$29.95/£20/S$63/M$77 

For airmail delivery, please add: 
HK$55/US$7/£4.50/S$15.5/M$18.5 per copy. 
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EVERY YEAR, WE INVEST OVER 


ONE BILLION DOLLARS - 


IN YOUR FUTURE 


COMMUNICATIONS SYSTEMS NEEDS. 





Alcatel has. a commitment to your future that involves spending over one s billion us Dollars every year onresear 
communications systems. From digital public en mmek to transmission en 















d evelopment. We have 9,000 scientists and engineers in nine countries continually 
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than any other airline. 
. [tall starts with convenient service to the States from 13 
cities in Asia and the Pacific. Including nonstop flights from 
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5-9 IN Hongkong corporate finance, 
the challenge of keeping up with neigh- 
bours can assume some highly original 
and absurd forms. April's corporate 
melee is the latest case in point: com- 
panies with inside knowledge of the 
stock exchange's planned controls on 
warrants vied to announce ever more 
extravagant warrant issues. 

The exchange duly responded with a 
ban on listing new warrants with a life of 
less than one year or more than three 
years. Nor, in future, may the exercise 
of warrants boost a company's share 
capital by more than 10%. The mea- 
sures are a shade arbitrary, as smaller 
companies are denied flexibility to raise 
capital for defined longer-term pur- 
poses. 

But the ban earns chief executive 
Robert Fell some useful points in his ef- 
forts to give the stock exchange a more 
professional image. Clearly, the war- 
rant mania had acquired the potential 
for abuse. Property companies Chinese 
Estates and Shun Ho Property Deve- 
lopment (SHPD) had offered huge war- 
rant issues, exercisable in 1988, at bar- 

ain prices. These were effective rights 
issues without proper formalities or 
explanation. Shareholders were faced 
with the choice of exercising their war- 
rants, or seeing their stake radically di- 
luted. 

Indeed, the potential for asset dilu- 
tion had become awesome. In Japan, 
which boasts the world’s largest warrant 
market, no warrant issue dilutes a com- 
pany’s existing equity by more than 3%. 
In Hongkong, the proportion had 
reached 100% in SHPD’s case. To add 
to the party, the latest innovation was 
warrants to buy warrants. Doubtless, 
SHPD’s 1997 warrant issue (to qualify 
the investor needed to hold 1990 war- 
rants) was an unintentional comment on 
their value. 

@ IN the end, SHPD and several 
others, including Regal Hotels and 
Magnificent Estates, failed to beat the 
gun. How embarrassing then that stock 
exchange listings committee head 
Robert Yue is also a director of 
Miramar Hotel. This company, with 
Joseph Lau-controlled Chinese Estates 
and China Entertainment, did lodge its 
application before the guillotine fell. 
Yue tells Shroff that he excused himself 
from the Miramar board meeting which 
approved the warrant issue. “Miramar’s 
directors have ears and eyes, and out- 
side sources,” he says. 

In Hongkong, it would be impracti- 
cal to stop public company directors 
from serving on stock exchange com- 
mittees. That would simply cut the ex- 
change off from expert advice. This situ- 
ation is underlined by the exchange’s 


present problem of recruiting a Can- 
tonese-speaking securities expert who is 
| willing to take on the relatively poorly 
| paid job of stockmarket chief executive. 

The issue though is whether poten- 
tial insider trading problems would be 
created. And to cater for special situa- 
tions, would the wise men make ingeni- 
ous adaptations to the rules, in the pro- 
cess effectively nullifying them? 

@ LIKE Banquo’s ghost, the Jardine 
group will also not let the stock ex- 
change escape its swashbuckling past. 
The Mandarin Oriental hotel chain has 
placed HK$61 million (US$7.7 million) 
of shares in-house with controlling com- 
pany Jardine Strategic Holdings (JSH). 
That triggered the Takeover Code’s 
general offer clauses, but JSH has no de- 
sire to “privatise” Mandarin Oriental. 

Jardine’s new taipan Brian Powers 
says the placement, at a 5% discount to 
the market price, was on the best terms 
going for Mandarin. “If you can find a 
merchant banker who can give me à 
placement of this size at a less than 5% 
discount, let me know," he says. Few 
shareholders are likely to accept the bid 
at this level either. 

Of course, had Powers first tested 
the market, his argu- 
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crash prices. That opens a way for a re- 
newed bid for Land, so investors should 
not be surprised if a third such place- 
ment goes through, with JSH bumping 
up its Land stake to 35%. The Kes- 
wicks, who control the Jardines empire, 
protest that Land is not for sale. If so, 
the odds are that they will have to fight 
and pay to keep it. 

€ THE scarcity of quality Hongkong 
assets on the market (so much for poor 
confidence) was underlined by the bid- 
ding scramble for the Local Property 
Co., which owns a number of prime 
sites. The bid was narrowly won by 
Amoy Properties, a subsidiary of Hang 
Lung Development. The deal shows 
wide agreement on a favourable prog- 
nosis for property prices in Hongkong. 
The price paid may not be overly expen- 
sive when rent reversion and develop- 
ment potential is considered. 

But the 1096 premium paid for 
Local’s B shares appears somewhat mis- 
taken. Apart from causing snags in re- 
listing the shares (Wharf as an. A shares 
holder is apparently objecting to the B. 
shares premium), the B shares cannot 
have much value. The stock exchange is. | 
certain to refuse a listing for more B | 
shares, which rather ` 





ment would have 
more force. Instead, 
the placement marks 
a sad contrast to the 
elegant restructuring 
of the Jardine group 
in 1986-87. In the 
spin-off from Hong- 
kong Land of food re- 
tailer Dairy Farm, 
and of Mandarin 
Oriental, and the cre- 
ation of JSH as a new 
holding company, the 
pricing terms were set 
by the market. 

The placement, 
following a similar 
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€ HOW nice that. 

Cable & Wireless ple 
may bid for British 
electronics company. 
Racal. That might de- 
flect attention from 
the mess emerging at 

Hongkong Telecom, | 
where the HKS$8 bil- | 
lion share offer of an 
11% shareholding 
held by the British: 
parent and the Hong- 
kong Government is 
stymied. The source 
of the road block is 
the Hongkong Gov- 
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exercise last year for 
Dairy Farm, points to a major weakness 
in the 1986-87 restructuring. The as- 
sumption then that Jardine could con- 
trol prime assets on a minimal outlay of 
capital (26% in Land’s case) is proving 
rather weak. Of course, there is the talk 
of raising funds for the Mandarin’s ex- 
pansion. 

|i But could Sir Y. K. Pao and son-in- 
law Peter Woo be chasing the Manda- 


group's hotel interests. Wharf, for its 
part, is again bidding to take out the 
minorities in the Marco Polo Singapore. 

The biggest prize is Land with its 
high-value portfolio of office proper- 
ties. On 19 April the six-month limit ex- 
pired for making a general offer at pre- 





rin? Woo is keen to expand the Wharf 


| 


ernment's review. of 
the territory's telecommunications in- 
dustry. Rationalisation benefits never 
seemed a good reason for the creation 
of this mega-monster, which probably 
had more to do with Cable & Wireless 
ple's desire to free earnings from the 
profit-constraining Scheme of Con- 
trol. 

How can the share placement go 
ahead if the Hongkong Government is 
to strip Hongkong Telecom of its lucra- 
tive monopoly on the territory's inter- 
national calls? But if the government 


upholds the monopoly against new- | 


comer Hutchison Telecom, . its 
shareholding in Hongkong Telecom 
would make it guilty of a clear conflict of 
interests. _ 
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Power to the people 


Manila’s power utility faces a corporate restructure 


By Jose Galang in Manila 


olitics has been a familiar pastime at 

Manila Electric Co. (Meralco). Asa 
power-distribution utility serving an 
area where about half of the Philip- 
pines’ industrial capacity is located, 
Meralco is an attractive economic base 
for nurturing political ambitions. 

However, recent moves by the ad- 
ministration of President Corazon 
Aquino may lead to a depoliticisation of 
this stategic industry. Aquino has de- 


clared that Meralco, now under govern- | 


ment sequestration, will soon be sold off 
under a plan which will ensure that no 
single family or group can gain control. 

A divestment package prepared by 
the Bank of the Philippine Islands 
(BPI), a long-time creditor of Meralco, 
appears to be most acceptable to the 
parties concerned, including the Lopez 
family, which continues to fay claim to 
the company. 

Under the plan, a block of 46.4% of 
the company's stock would be offered to 
à group of primary investors, mainly 
local and foreign financial institutions. 
These institutions would agree to hold 
the shares for four years before selling 
out through the stockmarket. 

Meralco has recovered from losses 
incurred in 1984-85 which resulted from 
a slowdown in the economy caused by 
political uncertainty. The company 
made a profit of P500.1 million 
(US$23.81 million) last year, double the 
previous year's level. Revenues, grow- 
ing in step with the pace of economic re- 
covery, should exceed P15 billion this 
year. 

Meralco traces its roots to a tram 
company founded in 1903, Manila Elec- 
tric Railroad and Light Co., whose ac- 
ronym stuck even after the change in 
name in 1919. The original US owners 
sold out to a group led by Eugenio 
Lopez in 1961. 

Meralco's franchise area covers 
8,813 km? in Metro Manila and sur- 
rounding provinces. This area accounts 
for 20% of the country's population and 
an estimated 45% of GDP. 

Before former president Ferdinand 
Marcos declared martial law in 1972, 
Meralco was 98.4% owned by Meralco 
Securities Corp. (MSC), which was, in 
turn, 27% owned by Benpres Corp., a 
family holding company owned by 
brothers Eugenio and Fernando Lopez. 
Fernando was Marcos’ vice-president 
before martial law. Another 13% was 
owned by individual members and close 
business associates of the Lopez family. 
The World Bank’s soft loan arm, In- 
ternational Finance Corp., held 5% 
and the balance of about 55% was in 





the hands of 12,000 shareholders. 

The Lopez brothers fell out with 
Marcos in the early 1970s. Marcos alleg- 
edly demanded a stake in Meralco but 
was rebuffed by Eugenio and Fernando 
even though they had expanded their 


businesses through Meralco with the | 


help of concessions from the Marcos 
government. 
Marcos then used his extraordinary 


powers under martial law to exert pres- | 


sure on the Lopez family. Eugenio 
Lopez Jr, eldest son of 
the Meralco patriarch, 
was jailed after being 
charged with conspir- 
ing to assassinate Mar- 
COS. According to 
Meralco officers, the 
incarceration of Lopez 
Jr became an effective 
lever for coercing the 
Lopez family to agree 
to a divestment. 

In November 1973, 
the Meralco Founda- 
tion Inc. (MFI), was 
created by nominees 
of Benjamin “Kokoy” 
Romualdez, elder bro- 
ther of Marcos' wife 
Imelda. It was de- 
scribed at the time as 
a vehicle for a plan- 
ned mutualisation of 
Meralco ownership 








among its consumers. In fact, MFI was 
used to acquire the Lopez family e 
terests in MSC which enabled Romual- 


| dez to. gain effective control of Me- 


ralco. 

MFI also sought to acquire the in- 
terests of other shareholders who held 
in excess of 10,000 shares in MSC. By 
1974, MFI held 45.34% of MSC and had 
management control of Meralco. How- 
ever, payment for MFI’s interest was 
scheduled over a 10-vear period and was 
| to be from dividends received by MFI 





from Meralco via MSC. MSC was sub- 
| sequently renamed First Philippine 
Holdings Corp. 

| Neither Meralco's nor MSC's di- 
vidend performance could sustain 
MFT's acquisition of the 55% balance of 
MSC held by other shareholders. In 
| 1976, MFI made a down payment using 
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New rates for old 


hortly after imposing martial law 
in 1972, Marcos ordered a billing- 
rate system for Meralco that resulted in 
industries subsidising small residential 
electricity users. That subsidy system 
pushed local power rates above those in 


most Asian countries — which not only | 


cut into industry’s comparative advan- 
tage in labour costs, but also discouraged 
prospective foreign investors. 

A subsidy-reduction programme now 
being implemented by the company, 
along with the effects of a campaign to 
reduce system losses due to pilferage and 
technical difficulties, have led to two rate 
reductions for industrial users since the 
start of the year. Meralco's generating 
charge (the cost of power purchased 
from Napocor, plus distribution charges 
and other levies and taxes) has fallen by 
17% since January. 

But residential customers have gen- 





erally paid more, due to a gradual reduc- 
tion in the subsidised-consumption level 
from 200 kWh to just 50 kWh by 1990. 
Currently, the subsidised-consumption 
level, beyond which regular rates apply, 
is 110 kWh. 

Meralco officials estimate that any 
| dramatic rise in industrial sales could 
| mean further rate cuts. In 1986, electri- 
| city sales reached 7.9 billion kWh, a slight 
| increase from the year before, after de- 
| clines of 8% in 1984 and 6.7% in 1985. 
| Consumption in 1987 is provisionally es- 
| timated to have grown 9.8% on a 13% 
| upsurge in industrial consumption. 
i 
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i 





As a power distributor, Meralco ac- 
quires electricity from Napocor, which it 
transforms into usable energy with its 
"step-down" 84 sub-stations around its 
franchise area. The company employs 
some. 6,500 workers and spends some 
P500 million annually on expansion 
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dividends received from Meralco to ac- 
qujre MSC's 98.4% interest in the uti- 
lity. The balance was spread over a 
15-year period. With MFI in control, 
Meralco sold its power-generating 
plants to the state-owned National 
Power Corp. (Napocor) in 1978 and 
borrowed from the Development Bank 
| of the Philippines (DBP) in order to fi- 
| nance the deal. 

The dividends from Meralco during 
the 1980s, particularly during the eco- 
nomic slowdown, did not flow at the ex- 

ected rates to MFI, which, as a result, 
ad difficulty meeting debt payments. 
MFI was forced to sell portions of its 
“shares in First Holdings. These sales had 
reduced MET's interest in First Holdings 
to’28.7% and in Meralco to 66.1% by 
February 1986, when a popular revolt 


with his relatives and some business as- 
sociates — including Romualdez. 


i: SG after taking power, the Aquino 
d government named new managers 
at Meralco and related companies. 


were named presidents of Meralco and 
First Holdings, respectively, despite the 
fact that the family had claims pending 
on the companies. 

The economic recovery that fol- 
lowed the change in government in 1986 
has also benefited Meralco. Owing to an 
increased demand from residential and 
industrial electricity users, Meralco's 
revenues rose 10.3% to P14.84 billion 
last year, reversing a drop of 5% the 
year before. The profits posted in 1986 
and 1987 reversed losses in 1984 and 
1985. 

The company continues to carry a 
substantial debt burden. Total long- 
term debt at the end of 1987 represented 





forced Marcos to flee the country, along | 


Eugenio Lopez' sons Manuel and Oscar | 











66% of its capital account of P5.55 bil- 
lion. This is an improvement on the Oc- 
tober 1986 position when group debts of 
US$182.7 million were restructured. 
Payments were spread over 17 instal- 
| ments with the final one due in 1991. 
Meralco has also been able to get re- 
lief on overdue power bills and interest 
owed to Napocor amounting to P 1.72 
billion. Last August, Napocor agreed to 
payments of 12 equal quarterly instal- 
ments starting in March 1991 on the 
amount outstanding after a front-end 


one of several local electricity dis- 
tributors which are heavily in debt to the 
state-owned power-generating agency. 
Until the sale of its plants in 1978 to 
Napocor, Meralco was also a power 
generator. Only one plant, the 180-mW 
Rockwell plant in 
Makati, has remained 
| in its system. How- 
ever, because of com- 





plaints from resi- 

dents about noise 7* (P billion) 
| and smoke  pollu- 

tion, Rockwell has 6° 
been idle for some 


time. A programme 
for its rehabilita- 
tion, including solu- 
tions to its pollution, 
is being worked out 
with foreign financ- 
ing. 

For the moment, 
Meralco would rather 
funnel its funds into 
improving its distribu- 
tion system rather 
than investing in new 
generating units. Last 
year the government 
opened power genera- 


5e 


4e 


3* 
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and some P600 million on upkeep. 
Of its estimated 20% system loss in 
1987, pilferage comprised slightly less 
than half. These losses, which ran to only 
about 9.7% in 1981 and 7.9% in 1971, 
are partly due to economic difficulties 
which local factory owners continue to 
face. Many of the firms penalised for pil- 
ferage resume the activity once being 
"forgiven" by the utility. Savings 
realised by the errant businessmen are 
said to be more than half their costs. 


study late last year showed that 
tampering of meters was most pre- 
valent in rubber-products factories 
(53% of all customers in this sector), 
garments (47%), paper products (37%) 
and food and beverage processors 
(37%). 
Meanwhile, Meralco has successfully 
;..eampaigned for a bigger increase in the 
"growth projections that Napocor uses to 
guide its power-generation programme. 
Early in 1988, Napocor said it planned 


 BHOREDIUSORMEERSEDEHUNENEUURDER UNE  RRA RE SRS NR EDEN D NEUE OE ER UCM COME ETE EOD LL ELLE DELLE RESELL DELLE IEA LLIN LEE, 


| investments in capacity based on a 5.5% 
| demand growth this year. On one hand, 
a big upsurge in the first quarter has led 
to fears of severe shortages, should 
Napocor fail to adjust its own paramet- 
ers upwards. On the other, if the more 
optimistic growth assumption of 8% 





go up. 

Analysts see power-pricing policies as 
| the only major risk that Meralco must 
| face. Meralco seeks approval of the 
Energy Regulatory Board for any rate 
| changes, but it is currently allowed to 
| 








make automatic adjustments to allow for 

| fluctuations in Napocor's prices and in 

; exchange rates. 

| The real risk in this is that the govern- 
ment could amend the power-pricing 
policy in ways that would hurt Meralco, 
as happened in the early 1970s — when 
Marcos decreed rate cuts that squeezed 
the firm so hard it had to default on cer- 
tain obligations. — Jose Galang 


annually until 1990 is not reached, | 
Napocor's own power rates are bound to | 
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| high rates that Meralco has been charg- 
payment of P915 million. Meralco is | np ient 


* P | 
tion to private-sector investors; Me- 
ralco is finalising a P1.5 billion pro- 
gramme for the electrification of certain 
depressed areas in Metro Manila: Addi- 
tional financing from Japan's Overseas 
Economic Cooperation Fund is being 
sought for this project. =: 

But one of its most serious problems 
continues to be the large rate of system 
losses owing to pilferage and technical 
difficulties. Meralco has system losses 
of about 2096, which contribute to the 
































ing its customers. Some ii 


: 'Ovementin 
recent months has enable 


Nonetheless, industrial power rates 
remain higher in Manila than elsewhere 
in Asia, except in Japan. The: Philip- 
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15* (P billion) 
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~0.5 
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Will Operating revenues 
ES Netincome .. : 


prem 
pines expects investment to lead eco- |. 
nomic growth this year, but the high 
energy costs could stall this. In 
Bangkok, where the set-up is similar to 
that in Manila, the power distribution 
agency adds 28.876 to the state generat- 
ing group's rates, compared with | 
Meralco's 70% mark-up. ba 
Meralco's profitability prospects re- |. 
main good, however. This has added at- 
tractiveness to the planned BPI scheme 
for the dispersal of Meralco ownership. 
BPI’s proposal covers 11.8 million com- | 
mon stock, representing 46.4% of total | 
outstanding shares. | 
The shares correspond to the 
amounts pledged under certain loan | 
agreements with DBP. The sale is ex- | 
pected to yield P690 million to cover | 
the repayment of loans to DBP. | 
The shares will be represented asa | 
block in the management of Meralco, 
with two-thirds of its vote pledged in. 
favour of First Holdings in the election 
of board directors. Other details have 
not yet been formalised because the 
Aquino government has still to approve- 
the scheme. ES: 











INVESTMENT 


A highrise gateway 


Hongkong's Li Ka-shing gains another foothold in Canada 


By Ashley Ford in Vancouver 


P beating a field of top North Ameri- 
can developers to win the right to pur- 
chase and develop the Expo 86 site in 
Vancouver, Hongkong tycoon Li Ka- 
shing is offering the Canadian city a 
chance to achieve its dream of becoming 
North America's gateway to Asia. 

The C$2 billion (USSI.6 billion) 
Pacific Place “mini city" project repre- 
sents Li's largest investment in Canada. 
It eclipses the C$484 million he paid last 
year for a 43% and effective controlling 
interest in Husky Oil. 

Li's winning bid for the government- 
owned 82-ha site had long been 


rumoured and had provoked some stiff 
opposition. The bidding attracted a top 
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project, a futuristic-looking combina- 
tion of housing, commercial towers, 
hotel, a hi-tech international finance 
centre, an international village, parks 
and playing fields. 

Development of the False Creek 
site, which is widely considered the best 
urban development property in North 
America, will be carried out by Concord 
Pacific Development. Concord is a pri- 
vate company ended by Li's elder son 
Victor, who is a Canadian citizen. 

Li brought some powerful partners 
into Concord for the project: the Cana- 
dian Imperial Bank of Commerce 
(CIBC). with which Li has had a long 
and close relationship. Cheng Yu-tung, 








field of property developers, seven of 
whom each anted up a C$260,000 non- 
refundable deposit to enter the final 
round. The sale process was embroiled 
in political controversy when British 
Columbia Premier William Vander 
Zalm admitted trying to short-cut the 
bidding by taking a rival developer's 
offer direct to cabinet. The issue of ra- 
cism was also raised when it became 
known that Li was the leading bidder 
ahead of local company Vancouver 
Land Corp. 

Sources told the REVIEW that Li con- 
templated walking away from the pro- 
cess at a very late stage because of the 
"unseemly" political controversy and 
interference. However, a succession of 
emissaries visited key government fig- 
ures and impressed upon them the fact 
that Vancouver could find itself in the 
economic wilderness as far as Asian in- 
vestment was concerned if it was per- 
ceived that Li was the victim of a blatant 
"hometown" decision. 

In the final analysis, Li won because 
he made the highest bid and had the best 


Li; Expo 86 site: opportunity for Vancouver to realise a dream. 








Even the harshest critics acknow- 
ledge that the development unveiledipy 
Concord is "breathtaking" in both its 
scope and vision. Their main criticism is 

rimarily aesthetic, relating to the 

eight of some of the proposed office tow- 
ers and the population densities they 
could produce. 

The plan involves housing, both low- 
cost and luxury, for 20,000 residents. 
But the clinching element, apart from 
the purchase price which was rumoured 
to be at least E550 million more than the 
runner-up, is Concord’s plan to create a 
series of “Marinavista” residential is- 
lands surrounded by canals and con- 
nected to the "mainland" by bridges. 

The site’s southern flank is already 
bordered by False Creek and the 
scheme would double the existing 
waterfront space and marine pathways, 
à cherished desire of the city. 

A further important element is the 
inclusion of an international “tele- 
mark" or communications financial 
centre which would provide a state- 
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chairman of Hongkong-based New 
World Development Co., who recently 
opened his first hotel in Vancouver, and 
Lee Shau-kee, chairman of Henderson 
Land Co. of Hongkong. Concord has 
not revealed the actual holdings, but 
sources told the REVIEW that Li holds 
51%, CIBC 9% and Cheng and Lee 
20% each. 


Cu will pay British Columbia 
C$320 million for the land. The deal 
was secured with a C$50 million down- 

ayment, with the remaining C$270 mil- 
ion to be paid over 15 years. 

Kevin Murphy, president of the 
British Columbia Enterprise Corp., 
which handled the sale, said there is also 
a bonus factor built into the deal which 
could bring the province another C$180 
million over the life of the project. The 
agreement includes a “square foot 
bonus for increased development 
rights,” which involves a complex for- 
mula of additional payments by Con- 
cord for increased development den- 
sities. 





of-the-art link with the rest of the 
world and provide the means to fulfil 
Vancouver's desire to become an inter- 
national banking centre. The Canadian 
Government last year pushed through 
legislation permitting the free flow of in- 
ternational investment through finan- 
cial institutions in both Vancouver and 
Montreal. 

Cheung Kong (Holdings) deputy 
chairman and Concord director George 
Magnus, a key figure in the final negoti- 
ation, said Vancouver has a vital role to 
play in international finance, “Because 
of its unique position in the world’s time 
zones, Vancouver can deal with the 
money markets of the world around the 
clock . . . that is a tremendous advan- 
tage that no other city except Los 
Angeles and San Francisco have." 

Magnus says Concord hopes to begin 
construction within a year. He says 
Concord will spend about C$40-50 mil- 
lion a year for the first five years of the 
project, then increase investment as it 
"gains momentum." The first work will 
involve digging the canals, he said. D 
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[ECONOMIC MONITOR 


Even brighter prospects 


a Accelerating investment by the pri- 
T vate sector and strong exports have 
encouraged economists to increase their 
projections for 1988 economic growth. 
< The cautious Bank of Thailand (BoT, 
the central bank), which earlier pre- 
. dicted growth on the low side of the 5.8- 

6.3% range, now say the high figure is 
--more likely. Unofficial BoT estimates 

put growth closer to 6.896. 

"^. Less conservative estimates, such 
as that of Siam Commercial Bank's 
economists, see growth topping 7.5%. 
The banks base their estimates on an 
impressive jump in lending, which grew 
-at an annualised 27.4% in the first quart- 
| er, according to Bangkok Bank. Dur- 

‘ing the same period, deposits within the 

, 15 local and 14 foreign commercial 





Baht 220 billion, according to some. 

Export growth slackened in the first 
quarter, but full-year expansion should 
be a respectable 12-14%. Against the 
monthly average export value of Baht 
24.8 billion in 1987, the December-Feb- 
ruary monthly average was more than 
Baht 28 billion. Shipping companies say 
their volume increased generally in 
March, and they expect no slowdown. 

January exports were slow, only 
Baht 25.7 billion, due to a drop in rice 
exports as buyers waited hopefully for 
new production to force prices down. 
That never happened, and as buy- 
ers come back to the market, this 
should translate into further increases 
in export income in the March-May 
period. 









Not only did export volume rise, so 
did prices. In baht terms, average ex- | 
port pe in January-February were |- 
11.7% higher than a year earlier. The 
biggest surge came in eight major com- 
modities which, despite a 0.4%. drop in 
volume, were up 20.7% in value in baht 
terms due to an average 21.1% increase 
in prices. EDU 

BoT figures show sharp gains in va- 
rious manufactured exports: 
100% in value over a year 
tic products, 174%; compu 
(excluding integrated circuits), 111° 
and ball-bearing exports, 70%. Cai 
were a significant new export category 
in the first quarter. CURES 

The strong investment trend has 
given rise to worries of too high interest. 
rates as excess liquidity within the banks 
dries up. BoT's repurchase rate hit 
7.125% in mid-April after staying below 

























banks grew at an annualised 
18.4%, 

The pace should slow some- 
what in the second quarter, as in- 
terest rates have already risen in 
reaction, and depositors are mov- 
ing to the attractive time-deposit 
rates of the finance companies. |, 
Nevertheless, banks are now say- Qa 
ing that lending will expand this | a 
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year by some 25%, and deposits 7e 
20%, far above earlier esti- | 6e 
mates. 5e 


he 
3e 
2e 
1e 
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While a significant proportion 
of the new borrowing has been 
used to refinance offshore debt, 
predictions are now that invest- 
ment will grow by as much as 20% 
this year. Last year total invest- 
ment was Baht 175 billion (US$7 
billion); this year it could hit 
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FUELLING STRONG GROWTH 


(Capital goods imports and index of 
private investment 1987) 















HM imports of capital goods (Left scale) 
BS] Index of private investment (Right scale) 
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6% for the 12 months to January. 
There is little likelihood of a cre- 
dit squeeze, though, as BoT itself 
has been responsible for soak- 
ing up much of last year’s excess 
cash. 

Continued strong... capital- 
oods and raw-material imports 
in January-February widened the ` 
trade deficit: total imports were 
estimated at Baht 62.7. bil 
lion, vs exports of Baht 54 bil- 

lion. 

The government's retiring and 
recycling of foreign debt helped. cut 
the balance-of-payments surplus. 
Thailand aims to push its debt-ser- | 
vice ratio well below 17%, which | 
means that more debt refinancing, © 
especially for state enterprises, is | 
in store. — PaulHandiey _ 
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"S i Net % change % change | Dividend 
[company Period profit on period Turnover onperiod | (prev.) Comment | : 
| |Mitsukoshi Y29Feb. | ¥4.22b +32.5 ¥643.36b +7.2 ¥6 Department store predicts current-year sales at ¥693b and 
E (US$33.8m) (US$5.2b) (same) _{ net forecast at Y 4.7b, with unchanged dividend. 
| | Siemens Y 30 Sept. | Rs8.7m +9.9 |Rs630.5m +14.3 15% | Subsidiary of West German electrical manufacturer said 
(;| (Pakistan) (US$494,319) (US$35.8m) (same) | competition tough in local market, due to overcapacity. 
| Inchcape Y31 Dec. | $$53.22m "T +86 | '$$438.05m -4 10€ Subsidiary of British-based group said exchange-rate | | 
(US$26.6m) (US$218.6m) (same) | movements, possible lower timber prices could hit current- | 
| | year figures. n . 
| Y 31 Dec. T Won 19b +56.3 | Won 142t +8.2 Won 600 | Flag-carrier noted remarkable increase in foreign 1 : 
(US$25m) (US$1.9b) (Won 500)| exchange income as passenger and cargo traffic rose | 
| rapidly. 
1 Century Y 31 Dec. | Rs 140.1m +35 Rs 2.7b +16 38% Indian textile firm said polyester-filament yarn production | 
1 Enka (US$10.7m) (US$206.1m) (34%) | rose 59%, accounting for 75% of turnover. - 
Purefoods Y 31 Dec. | P114.03m 427.6 P1.45b +44.6 na. Food-processing affiliate of Ayala Corp. benefited from | 
Corp. (US$5.4m) (US$69m) higher consumer spending, pre-payment of long-term debt. | 
China Light H31 Mar. | HK$891m 48.5 HK$3.88b 47.5 30€ Utility said previous figures adjusted for bonus issue 
andPower (US$114.2m) (US$497.4m) (25g) | forecast full-year net of HK$1.8b. 
4 
H31 Mar. | A$60.3m +71 A$9.63b* +42.1 nil Dividend passed in view of bid by parent Westpac Banking 
(US$45.7m) (USS$7.3b) (5.5¢) | Corp. forthe 23.2% of company not already owned. 














































































INTEREST RATES (%) 


2 May Prime ret | interbank | interbank | interbank 
tending 4 ry .i 1montht 3months* 6monthst 
Australia bills/bonds* | 


Britain . i ; ; CT Australia 1325 | 1073 | 141125 | 4120518 114375 — 
anada » Y 2 E y ; 
France $ f " x Britain 8.00 8.0625. 8,3125 8:6875 


Hongkong dollar : a ; d è i 
india rupee É y 7 y Hongkong 6.50 4.6875 5.3125 5.625 
indonesia rupiah f a x ^ : indonesia 22.00 19.50 n.a. na, 
Japan yen 1 4 .. E 
Malaysia dollar s i . 7 Japan 5.50 3.875 4.0625 4.25 
New Zealand dollar ý 2 a 2 +. 

H 3.375 
Pakistan rupee A S x E 
Philippines peso j : i . Malaysia 7.25 3.55 3.65 3.80 
Singapore uota New Zealand 18.50 1510 | 1875 17.10 16.15 


SriLanka rupee . ; P : .j Philippines 7.00 16.601 | 12.25 i 1275 13.00 
Switzerland franc $ d : ; 
Taiwan NT dollar i x y ; “4 Singapore 6.13 3.24 3.25 3.25 3.3125 


Thailand baht . : d j South Korea 11.50 16.65 -— -— TS 
West Germany £ 3 Š 
Aeb eae - Taiwan 5.75 5.01 425 4.35 4.40 


ist ! 
Comunis Thailand 11.50 4.50 8.50 8.50 -— 


Bangladesh E a China US | 8.50 7.118 7.125 7.3125 | 7.5625 


prane ; I US$ - Rmb 3.722 EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATESt 
Macau f i HK$--Rmb 0.476 ) 1 month 

Nepal E E Soviet Union US$ 

PapuaN.G. i L 5 i US$= Rouble 0.5966 . 
Other: SDR1--US$1.37941 ECU1--US$1.2392, Laos £ Sterling 
$$1 = M$1.2862, £1—HK$14.687, US$=New Kip 350.00 Yen 

3 months forward: Japan Y 125.20, : 
Hongkong HK$7.777, Singapore S$1.986, Vietnam Swiss Fr. 
tMiddle rate “Selling rate US$= Dong 368.00 Dm 


Source: Telerate for spot and forward rates from Asian money markets, Republic Na- f- AS 
tional Bank of New York for banknote selling rates on the Hongkong market : 
and Deak International Ltd for officiat rates. : *longterm — **shorlterm — tofferedrate Source: Telerate, Vickers da Costa & Co. | 






























































COMMODITIES 


Last sale to 2 May (*29 Apr.) 








Previous 3 months 
Latest week ago 


Gold London (3 . j USS: 
G 446.50 448.95 452.75 Domestic 3-5 yearst 


Copper — New York (4) 7-10yearst 
Fere icd (May) Pp 93.60 95.75 international — 3-5yearst 
Aluminium London (0 . 7-s0 years} 

Current delivery (May) 1,306.50* 1,248.50 1,120.00 Yen: 

July delivery 1,159.50" | Domestic 3 years1 
Tin KüalaLumpur (2) 17.38" 17.27 closed ; 10 years t 
Cotton New York i) International — 3-5yearst 

Current delivery (May) 66.05 65.13 61.65 64.60 : 7-10yearst 

July delivery 63.03 Dm: 

Rubber KualaLumpur (9) Domestic 3-5 years 
Current delivery (May) 312.50" 311.50 205.00 10 years " 
July delivery “<4 International — 3-5yearst 

Palm Oil KualaLumpur {5} y 7-10yearst 
Current delivery (May) 950.00 716.25 "| AS: 

July delivery «| Domestic 3years t 
Sugar New York (4) 2 10 years t 

apes (May) : s id 6.93 =| International — 3-5yearst 

s : 7-10 t 

Pepper Singapore — (10) E cs: years 
Sarawak Asta blk 100% 735.00* 805.00 1,050.00 d boe " 

Wheat Chicago (6) mesic is yu 
Current delivery (May) 304.40 315.00 29200 | | ; D years 
July delivery 315.40 3 International 3-5 yearst 

Maize Chicago (7) : 7-40 yearst 
Current delivery (May) 202.20 201.20 196.60 181.50 £: 

July delivery 211.20 | Domestic Syears t n.a. 
Rice Bangkok 2 ifüyears t na, 

5% white fob 306.00° 300.00 300.00 213.00 | | international — 3-5yearst 9.40 
Soyabeans Chicago : 7-WOyearst | 9.73 

Current delivery {May} 689.40 663.40 609.40 543.00 : NZ$: 

July delivery 698.40 | Domestic 3-5yéarst | 1375 
Cocoa London tu E 7-1Oyearst | 13.01 

Current delivery (May) 912.50" 893.50 1,079.00 1,256.00 - | international Syears* | 13,73 

duly delivery 932.00 7-10 yearst | 13.16 
Cottee London 0) SFr: 

Current delivery (May) 1,015.50" 1,088.00 1,210.00 1,302.00 1 : ; 

July delivery 1,044.00" - 3-Syearst.| 3.95 
Petroleum Tokyo (14) : TM0years: | 4,46 

Sumatran light 








* 























16.30 16.30 17.10 17.55 -į ECU: 
Brent | London an 15.95 i 17.05 16.05 18.55 : 3-5 yearst 744 
7-10yearst 7.33 











(f)£atonne  (2)M$akg (3)US$anoz {4} USçalb (5)M$atonne (6) USec a 60 Ib bushel i 
()UScab56Ibbushe! (B)US$atonne (9)Mcakg (105$a100kg (11)USSabarre! Source: Telerate, Reuter. *AAA corporate -t Government 














EFFECTIVE EXCHANGE RATES 


Weighted for 1985 trade with the countries shown plus the US and Canada and 14 European countries. Figures are for the week ended 30 Apr. 
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Source: UBS-Phillips & Drew: . 


ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 








AUSTRALIA 


CHINA 


HONGKONG 


INDIA 


INDONESIA 


JAPAN 





"Economic Growth % (reat) (1) 
1987 


1988 


international Reserves (5) 
Latest 


Year earlier 


Trade Balance (total merchandise) 
Latest 3 months 


Previous 3 months 
Year earlier 
Exports (7) 
Latest 3 months 
% change previous 3 months 
* change year earlier 
Imports (8) 
Latest 3 months 
% change previous 3 months 
% change year eartier 


Consumer Prices 
Base 
Latest 3 months index average 


% change previous 3 months 
% change year earlier 

] Money Supply (3) 
Latest 


% change previous month 


+US$0.05b 


US$7.82b 
*13.0 
+22.2 


US$7.22b 
~1.5 
*13.8 
July 80-June 81 = 100 
172.9 
(Oct.-Dec.) 
*12 
*7.3 
A$124.8b(10) 
(Jan.) 
-0.3 
+15.0 


9.4 
7-7.5 


US$16.71b 


US$13.41b 
+35.8 
+40.4 


US$14.65b 
+38.4 
+16.7 


Sept.-Dec. 1986=100 |Oct. 84-Sept. 85= 100(2) 
107.96 113.7 


(Sept.-Dec.) 
—0.1 
42.0 

Rmb 775.48b 


(Sept.) 
+7.5(11) 
4312 


—US$0.23b 
(Jan.-Mar.) 
+US$0.002b 
~US$0.43b 


US$12.44b 
-9.9 
+29.4 


US$12.67b 
-8.3 
*26.2 


(Jan.-Mar.) 
*15 
+6.9 


HK$323.12b 
(Mar.} 
-15 
*25.6 


1-2 
15 


US$6.14b 
(Oct.) 
US$5.87b 


~-US$1.57b 


Rs 1.61t(10) 
(Feb.) 
*0.8 
+17.2 


4 US$1.80b(9) 
(Oct.-Dec. 


US$4.87b(9) 
2.6 
+28.3 
US$3.07b(9) 
~24 
+3.4 
Apr. 77-Mar. 78= 100 
302.87 
(Jan.-Mar.) 
*15 
+8.7 


Rps 32.291 
(Oct) 


A2 
3,5-4.5 


US$83.29b 
Foti) 
US$51.71b 
*UstiS eie) 


U$$60.80b(6) 
31.6 
*176 


US$43.89b(6) 
474 





% change year earlier 


MALAYSIA Ed PHILIPPINES 


SINGAPORE 


SOUTH KOREA - | 


THAILAND 





| Economic Growth % (real) (1) 
1987 
1988 


International Reserves (5) 
Latest 
Year earlier 
Trade Balance (tota! merchandise) 
|. Latest 3 months 


Previous 3 months 


Latest 3 months index average 


% change previous 3 months 
% change year earlier 


Money Supply (3) 
Latest 


:9 change previous month 
% change year earlier 








US$7.18b 
(Jan.) 
US$6.34b 


* US$0.78b(4) 


US$4.08bi4) 
*2.8 
+37.4 
US$3.30b(4) 
-23 
+31.2 


1980= 100 





5.05 
5.5-6.5 


US$0.68b 
(Feb.) 
US$1.78b 


US$1.81b 
-2.16 
* 38.17 


1978-100 
391.2 
(Jan.-Mar.) 
£33 
+89 


P156.11b 





(0) Official and other estimates of GDP (GNP in Japan} (2) Consumer Price index A (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only 
except for Singapore i6) Customs basis (7) fob — (8) cif - (9) Excluding petroleum products (10) M3 (11) % change over past 3 months 


8.6 
5-7 


ps 4.02b 
ug.) 
US$12.91b 


-US$1.15b 





US$12.81b(6) 
-6.6 
+36.7 
US$11.34b(6) 
~1.7 
*38.8 


1985 100 
110.9 


Won 40.37t 
(Mar.) 
+41.7 


+18.9 





US$13.75b 
-6.0 
427.0 
US$10.47b 
*10.0 
+56.0 


1981-100 








6.6 
5.8-7 
US$4.45b. 


Feb): 
US$2.87b 


-M8$0.84b 
(Dec.-Feb.) 
~US$0.34b 
~US$0.23b 


US$3.33b 
+4.0 
+34.7 


US$4.17b 
447.8 
+544 


1976= 100 





(5) IMF definition of 


















































Against the Wall Street grain 


PRICES rose sharply in Taipei, Tokyo, Ban 


York. Antipodean markets were mixed. 





TAIPEI: The market surged in active EDS 
trading, fuelled by rumours that| ^ 
Taiwan had agreed in principle to open | 4™ 
-up its financial markets to the US. The | sem 

weighted index broke through the | 
5 4.000 barrier, hitting 4,257. Daily 

average turnover was NT$24.22b 
(US$845.9m). Taiwan Cement jumped 
15% to NT$92.5 and Shihlin Paper 
rose 13% to NT$138.50. 





HONGKONG: Shares firmed after the 
release of the first draft of the terri- 
tory's post-1997 constitution. Brokers | % 
said the rise was supported by China- | 3400 
backed investors. But prices then de- | 44 
clined in light trading late in the period. 
HK Land slipped 15 HK cents (2 US 
. cents) toHK$8.30. HK Telecom fell 25 
to HK$7.05. Volume was 3.19b shares, 
worth HK$4.41b. 








TOKYO: After falling slightly on the 
second day of the period, the market 
> continued to power upwards on re- [2000 
' newed optimism about economic pros- [24i 
pects, though trading volume was erra- {99 o¢q 
tic in the holiday-shortened week. All |. 
Nippon Airways gained ¥40 (32 US |* 
| cents) to 1,900 and Sumitomo Chem- |t& 
. ical dipped ¥3 to ¥955. Volume was 
824m shares a day, worth ¥909b. 





SINGAPORE: Corporate news domi- 
nated an otherwise dull week, with 
prices remaining static. Wharf's offer 
of S$1.20 (60 US cents) for the re- |. 
maining shares in Hotel Marco Polo 
should see the 86.5 S cents price leap | 
after the Labour Day holiday. Intraco |: 
closed 21 S cents up on takeover | 4 
rumours. Average daily volume was |: 
18.6m shares, worth $$36.5m. 

















KUALA LUMPUR: Prices crept up in 
light trading ahead of the May Day | 
holiday. Late bargain hunting helped | 

improve sentiment. Debut stock TV3 | 4 
lost M$1 (39 US cents) to M$5.05 but | 
textile stock South Pacific rose 10 M |... 
cents to M$3.62 after Berjaya Corp. | 
announced a general cash offer. Vol- 

ume averaged 14.2m shares a day, 

worth M$25.8m. 











BANGKOK: Prices surged in moderate [77 
trading after several companies re- |. | 
ported better-than-expectedfirst-quar- |‘ 
ter results. Siam Cement finished Baht 
230 (US$9.20) up at Baht 2,541. The | 
SET Index ended the holiday-short- 
ened period 11.56 points up at 413.91, 
its highest level since October. The dis- 
solution of parliament occurred after | 
the final session. 








gkok and Bombay in the period to 2 May, despite declines in New 


AUSTRALIA: Stocks declined in the 
final session of the period as investors 
Pen to unravel the consequences 
of Robert Holmes à Court's sale of his 
controlling interest in the Bell Group. 
Takeover speculation had earlier sus- 
tained a feeble five-day rally. Bell 
Group gained 19 A cents (14 US cents) 
to A$1.80, while BHP fell 12 A cents to 
A$7.62. 


NEW ZEALAND: The market drifted 
lower until buyers from Australia 
helped lift sentiment towards the end 
of the period. Brierley Investments' 
decision to sell its 35% holding in NZI 
Corp. boosted some stocks, notably 
Bank of New Zealand, thought to be a 
potential buyer. Brierley gained 2 NZ 
cents (1 US cent) to NZ$1.35. Volume 
was 53.9m shares, worth NZ$48.95m. 


MANILA: Commercial-industrial and 
oil shares were mainly higher. But 
mines ended lower in dull trading. The 
Manila Composite Index inched up 
1.870 to 788.11 points. PLDT rose 
4.7% to P178 (US$8.40), San Miguel- 


A gained 2.9% to P143. Averágeturn- | 


over was P55.37m shares, down 46%. 
Volume was 589.39m shares, down 
19%, 


SEOUL: The market bounced back 
from its biggest-ever one-day loss fol- 
lowing the ruling party’s poor election 
showing. Restrictions on institutional 
investors were eased and the market 
edged up on heavier volume. Con- 
struction stocks were up 12%, led by 
Kolon Construction which gained 
18.4%. Trading stocks gained 5.796, 
but mining shares dropped 1.7%. 


BOMBAY: The market rose sharply, 
cheered by the governments an- 
nouncement of the re-introduction of 
an investment allowance scheme. 
Gujarat Fertilisers rose Rs 6 (39 US 
cents) to Rs 105. Reliance Industries 
gained Rs 7 to Rs 120. There were also 
sizeable gains in the cash section of 
more than 600 stocks, where forward 
trading is still banned. 


NEW YORK: Shares drifted lower, re- 


covering slightly towards the end of the 
period after oil prices fell following 
Opec's rejection of a loose alliance 
with other oil producers. Fear of rising 
inflation and interest rates continued 
to dominate the market. Volume. was 
686.88m shares. The Morgan Stanley 
Capital International Index finished 
4.3 up at 458.2 on 29 Apr. ; 
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Fashionable Styles l 
Excellent Workmanship 
Comfortable Wearing 
Complete Specifications 









e 
Texti 

huan Cotton 
a Great 1" Variety f 
en Fashionable in He: g 

l ality 

m Saale O Yoremanship 
anc irs 


China National Textiles 
Import & Export Corp., 


Sichuan Branch 

Add: 16, Section 3, Renmin Road Central, 
: Chengdu, Sichuan, China 

“Tel: 62662 Cable: 3030 
Telex: 60151 SITEX CN Fax: 63710 





uments; Ukuleles. 
ilding materials & electrical appliances 


Batteries: flashlights; electric fans; washing machines; television 

- Sets; radio recorders; receivers and antenna for family use; 
. electric mosquito extinguishers; lamps; mini. transistors; 
«. Stereo head phones; loudspeakers; glass mosaics; glazed tiles; 


magnetic door seals; plastic safety helmets; figured glass; 


water-proof paint for construction use; marble slabs; marble 
rough blocks; granite slabs; granite rough blocks, inlay putty. 


zi Our company also imports the following products, machinery =: 

` and technology: 

< Home electrical appliances; electrical instruments and meters: 
plastic products; materials and machinery for construction and 


maintenance; paper and office appliances and equipments; 
products and facilities for entertainment and sports; raw or 
Supplementary materials necessary for general merchandise 
and light ‘industrial production; appliances inspecting in- 


;Struments and meters for the above products; single or com- 
^: plete sets machinery. 
We: adopt flexible and. various forms of trade and welcome 
‘compensation trade, processing of supplied materials and : 


manufacturing according to buyers’ samples and. under their 


own: brand-names, 


EIE 


CHINA NATIONAL LIGHT INDUSTRIAL 
PRODUCTS IMP. & EXP. CORP., 
SICHUAN BRANCH 


16, SECTION 3, RENMIN ZHONG ROAD, CHENGDU, 
SICHUAN, CHINA 

TEL: 63495, 63497 

CABLE: "INDUSTRY" CHENGDU OR 1157 

TELEX: 60150 SLIE CN 

FAX: 63180 
















China 
National Chemicals 






Sichuan is well-known for its bittern and natural gas: - 
Its chemical industry has quite a large scale. Kinds and 
sets of equipment afe well fitted: and technical force is. 
comparatively strong. Its production: potency is great and 
products cover a wide range: of variety. itis one of the © 
important bases for manufacturing chemicals in China. Its. - 
total value of output and profits rank first iri the chemical. 
circle in China. ; 




















Hydrate, AC bowing agent, Sodium silicofluoride, Furfural 
Yellow phosphorus, Phosphoric acid, Lithium: carbonate, 
Iron oxide yellow, Carboxy methyl cellulose; Dica 
phosphate, Oxalic acid, Calcium base grease, Sod 
Sulphide and so on. Among them, the manufacture and 
export of Barium chloride and Helamine are up to the first. 
rank in China. The above-mentioned chemicals: are ex- 
ported to over 20 countries and. regions; including Hong: 
Kong, Macao, the countries in South-east Asia; Europe 
and America. Some chemicals. have enjoyed a great. 
popularity in the world market. 1 

Since 1985, the import and export of chemicals have 
been handled directly by China National Chemicals Import 
& Export Corporation, Sichuan Branch. Our business in- 
cludes: import & Export, Compensation trade, Joint ven- 
ture and so on. We can handle shipment, negotiation with 
bank directly with the main ports around the world. Warri- 
ly welcome friends from economic and trading circles in 
the world to negotiate: with us for the establishment and 
development of chemical business. 

















Add.: No. 16, Section 3, Renmin Road, ©., Chengdu, D 
China : 

Telex: 60156 CHE CN . 

Cable: 0552 CHENGDU or SINOCHEMIC 

Tet.: 62463, 63848, 64116 
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| EUROPEAN MASTER'S 
IN INTERNATIONAL 
BUSINESS 


Le LM] U [S - 


EMIB is an MBA program which offers you: 
@ a twelve-month full-time intensive program in international Business. 













EMIB gives you the unique opportunity to: 
@ work with a highly qualified faculty 
@ be part of a multinational te 
e view Europe as a si 
e use your mana : 
(the European Project). 


































EMIB is designed for managers: 
e who already have niversity degree and at least three years 
of business experience. 
The EAP-EMIB Program is accredited by the C.G.E. (Conférence des 
Grandes Écoles), an organisation of the leading French graduate schools 
in Engineering and Business. 

















For further information, contact : EMIB Admission Office 


EAP - École Européenne des Affaires 
108, Boulevard Malesherbes, 75017 PARIS 
> Tél. : 47.54.65.00 (ext. 6496) or 47.54.65.78 
Í Télex > EAPFRAN 4061F. Téléfox: 42.674619 


PARIS -OXFORD - BERLIN - MADRID 


88:7 







Readers are recommended 


to make appropriate enquiries and take appropriate advice before 
Sending any money, incurring any expense or entering into a bind- 
ing commitment in relation to an advertisement. The Far Eastern 
Economic Review shall not be liable to any person for loss or dam- 
age incurred or suffered as a result of his/her accepting or offering 
to accept an invitation contained in any advertisement published 
{in the Review. 


































Hampton & Sons, the leading UK Estate Agents can assist you to buy, sell, let, 
manage and arrange finance for your UK house or flat. 


Call Annoushka Ducas on 5-254418 or telex 61851 FPDHK HX 
Lu] FIRST PACIFIC DAVIES HAMPTONS 


past iij 25rd floor Pwe Exchange Square. Hong Kong. $ Arbngton Street, London SWIA IRB Telex 29341 














FOR SALE 


Operating ceramic factory near 
Bangkok. On sale-US$1 million 
serious inquiries please write to: 
P.O. Box 24-21, Bangkok-10240, 
Thailand. TLX: 82179 TRAVEX 
TH FAX: 662-2537610 TEL: 
374-5152-3 Attn: NARONG-PAT 






If you have something 
tosay...sayit 
in the Classifieds! 


















PROPERTIES 
OF DISTINCTION 





In a market where legitimate sales 
prospects are hard to find, the Far 
Eastern Economic Review corners 
the very best of them. Every issue 
reaches more than 200,000 top level | 
people in Asia, and the rest of the — 
world. With an average income of- 
US$82,715, Review subscribers 
have considerable spending power; 
70% choose to invest in real estate. 
They are precisely the people you 
want to reach, and you can do so. 
efficiently and cost effectively in the 
fourth issue every month. 
















For further information contact: 
Ms Karen Cole — 
International Classified Manager 
Tel: 5-293123 
Fax: 5-8656197 
Tix: 82804 REVMD HX 











Properties of Distinction, 
A distinguished way to sell. 

















. BUSINESS OPPORTUNITIES. 








| AUSTRALIAN 
Wool, beef and farming 


| Winchcombe FGC 





A DIVIBION Of DAL.GETY FARMERS LIMITED INCORPORATED IN VICTORIA: 


Bicentennial 
Auctions 


Ist Auctions: 25-27 May, '88. 
Brisbane, Australia. 

' It is our intention to stage, on the magnificent site of 
World Expo 88, progressive auctions of major 
Australian rural properties. 

We aim to present, in this collective marketing exercise, 
a balanced portfolio of quality wool, 
beef and farming properties. 

For a colour catalogue detailing the properties 
for sale telephone Lex Heinemann 
on - 61 7 231 0331. Fax + 61 7 221 6981. 


A 
E 


w 





Or write to: 

Dalgety Winchcombe FGC, 
79 Eagle Street, Brisbane, 
4000. Qld. Australia. 


Video Presentation 
available on request. 
MC 999 





GO PUBLIC 
CANADA — U.S. FREE TRADE AGREEMENT 
-CANADA LANDED IMMIGRANT POLICY 
REAL ESTATE OPPORTUNITIES 


Venture Capital Group seeks qualified Asian companies wishing 
to capitalize on these benefits, expand, and have their shares 
publicly quoted in Canada and the United States through 
merger/reverse takeover of existing public shell corporations. 


Please forward pertinent information to: Suite 309, 55 University 
Avenue, Toronto, Canada M5J 2H7, Tel: (416) 366-2221, Tele- 
fax: (416) 362-3641, Telex: 06-218288 TOR 











DECEASED ESTATE 


Tenders are invited for the purchase of Bearings Wholesale, 
a business in Port Moresby, Papua New Guinea. 

-| Bearings and Oil Seals, good turnover and room for 
-[sexpansion. Showroom property and 2 x 3 B/R Flats 
plus "approximately 400.000 stock. Further details 
contact: Mrs |.Dent P.O. Box 9170, Hohola N.C.D., 
Papua New Guinea, Phone: 258189, Fax: 253004. 












KUALA LUMPUR PROPERTY . 
JOINT VENTURE PARTNERS REQUIRED 
Property Company seeks M$1.5m from suitable partner(s) 
to develop 12.5 acres of prime residential property in the city. 
Estimated profit M$15.8m. Bank Financing: san be aege 

locally. Please reply to:- 
Robert Liman UG See) 
P.O. Box 10530, 50716 Kuala ump un 
Telex: MA 36527 Fax: 60 ae 35) 29 































OPPORTUNITY TO 
PURCHASE UNIQUE 
AUSTRALIAN 
PUBLISHING ANNUAL 
A$850,000.00 & S.A.V. 


1. Take over a dynamic, progressive 

publishing business, with established 

reputation as the market leader. 

* Producing self-financing annual. 

* 1596-2596 return on investment. 

* Turnover A$300,000 with good 
growth potential in Australia and 


Internationally. 


Sound investment for existing pub- 
lisher seeking to extend range; or a 
creative entrepreneur. 


2. OPTIONAL EXTRA. 

+ Stunning inner-city 2 storey office/ 
showroom/apartment. 

+ Modern conversion of historic 
1898 building. 

+ Indoor and outdoor gardens, gar- 
age. (Not for sale without busi- 
ness.) Business and Building: 
A$1,450,000.00 & S.A.V. 


Enquiries should be made to: The 
Publisher, PO Box 761, Lilydale, Vic 
3140 Australia. Fax (03) 735 1697. 











OVERSEAS POSITIONS 


Hundreds of top paying positions avail- 
abie now, Tax-free incomes. Many attrac- 
tive benefits. Opportunities for ali occupa- 
tions, skilled trades. professionals, man- 
agement, technical personne! etc. 

Free details. 

Overseas Employment Services, Dept 
FE, PO Box 460. Town of Mount Royal, 
Quebec. Canada H3P 3C7. 


This space is reserved for 
Classified Advertisements 


Reservations should be 
addressed to: 


international Classified Manager 
Far Eastern Economic Review 
15th Floor, 80 Gloucester Road 
GPO Box 160, Hongkong 
Yel 5-293123 Telex: 62497 REVAD HX 











ilable. with over 4 mil 
th 20% pre-tax makes 






| this co: an excellent opportunity to expand. 


your US market. Send inquiries to UMSC 
10570 Bradford Ad. Littleton Colorado . 
USA 80127 303-979-1900. 


RETAIL MARINE BUSINESS ] 


FOR SALE — USA - : 
Located in the San Francisco Bay 

area. Nautical gifts, marine equip- 
ment, books, accessories. Estab-:] 
lished 12 years. Price $135,000. 
Write: The Ship's Chandlery, 1640. 
W. Campbell Ave. Campbell, CA. 
95008, USA, 








PERSONAL 





UK IMMIGRATION 
Specialist professional firmi 
provides complete service 
for clients requiring UK im- | - 
migration. Free booklet on 1. 
UK immigration rules and 
procedures available from: 


GARRICK & CO 


Att FE 
1 de Walden Court. — 
85 New Cavendish St. f> 
London WIM 7RA |... 
Tel: London 631 0659 

Fax: 436 4311 

Telex: 8954102 



























THE 
DIPLOMAT HOTEL 


2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8 DT 
TEL: 01-235 1544 
TELEX: 941 3498 EXECUT G 
FAX: 259-6153 
Single is £49.95 + VAT: 
Double/Twin is £64.95 + VAT 
All rooms with private facilities, 
our television, direct dial telephon 
hairdryers, coffee and tea maker 
Substantial breakfast Seed m 
bedrooms. — m 













t was an ill-conceived mission from 
the outset and when the battle for the 
small crossroads town of Chipyong-ni 
was over Capt. James Kanzenbach was 
forced to concede he had been beaten. 
“I think you won, colonel,” he told a 
business-like South Korean officer as 
they discussed the fortunes of war out- 
side a coffee shop. Inserted by helicop- 
ter the night before, Kazenbach’s small 
40-man unit was ordered to hold the 
town until the arrival of a column of 
reinforcements. The link-up was never 
made. “Right from the start,” said the 
captain, “there were Korean battalions 
all over our ass.” 

Still, the company commander from 
the Hawaii-based 25th Light Infantry 
Division was pleased to have had a part 
in the final engagement of the an- 
nual Team Spirit military exercise. 
Chipyong-ni, as he and most GIs are 
well aware, is no ordinary town in the 
annals of American warfare. Between 3 
February and 21 April 1951 it was the 


pushing him out of the way and waving 
the column through. 

In the end, orders went around: 
don't stop any Korean officer above the 
rank of captain. And even then, don't 
hold them for more than 10 minutes. 
Captains and lieutenants, they were 
told, had diamonds on their shoulder 
lapels. Majors and those above had 
badges of rank that looked something 
like rose blooms. Kanzenbach's gung- 
ho troops were not happy. Where the 
hell, they demanded, were the umpires 
to award the spoils. 

Further south, a disgruntled Ameri- 
can tank commander was complaining 
about how a Korean armoured person- 
nel carrier suddenly turned across the 
path of his speeding M-60 tank in an ef- 
fort to hold up a thrust towards the river 
town of Yoju. Now, US and Korean sol- 
diers clustered around a Jeep trying to 
settle the dispute through a harried Ko- 
rean interpreter. The day before, an 
American umpire had declared a Ko- 










Although Team Spirit is one of 
the US' largest exercises and US and 
South Korean commanders pride them- 
selves on their inter-operability, many 
rank-and-file US soldiers appeared to 
think they were fulfilling a political role 
more than anything else and said the 
exercise lacked the realism the 25th Di- 
vision had encountered elsewhere. 

As Korean infantry infiltrated 
Chipyong-ni and engaged the Ameri- 
cans in running skirmishes, local resi- 
dents stood on street corners watching 
the action. Others used to the annual 
war games strolled casually through the 
line of fire. Laying down bursts of blank 
ammunition from their light machine- 





scene of an epic stand by a 
French battalion and the 
23rd Regiment of the US 
2nd Division that handed 
Chinese volunteer forces 
their first tactical defeat 
since entering the Korean 
War. 

This time around, the 
South Korea-based 2nd 
Division was on the side 
of the attacking orange 
force. It was not, however, 
involved in the Chipyong- 
ni clearing operation. That 
job fell to the 31st Regi- 
ment of the South Korean 
2nd Division. And as Kan- 
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US and South Korean troops: not much team spirit. 


guns, the US soldiers were 
a bit disconcerted to find 
groups of children scurry- 
ing up beside them to 
pick up the spent shell 
cases. 

South Korea is not the 
25th’s only playground. 
Each year it joins in man- 
oeuvres with the Japan 
Self-Defence Forces 
(Exercise Fortress Gale), 
the Philippines (Exercise 
Balakatan), Thailand 
(Exercise Cobra Gold) 
and Australia (Exercise 
Diamond Dollar). Kan- 
zenbach says there is 





zenbach and other US 
commanders found throughout the 
fortnight-long Team Spirit 1988, the 
well-disciplined South Korean troops 
like to play for keeps. 

Apparently unaware that Kanzen- 
bach's team had occupied the town 
overnight, three Korean soldiers from 
the opposin force were captured as 
they headed into Chipyong-ni in a 
truck. The ambush was sprung by three 
heavily armed GIs who suddenly 
emerged from the cover of a shop door- 
way and walked into the centre of the 
street. But the Korean driver kept gun- 
ning his engine, nudging the vehicle for- 
ward against their legs. “Aw, c'mon,” 
one of the Americans pleaded at one 
point, “play the game.” 

A short while later, there was a simi- 
lar, more serious encounter. Carrying 
American and Korean flags, Kanzen- 
bach stepped into the path of an unsus- 
pecting Korean convoy and brought it 
to a halt. But the Koreans were in no 
mood to be taken prisoner. An irate 
officer leapt from the cab of a truck and 
grappled with the bemused American, 




















rean tank knocked out on a narrow 
mountain road. But the crew refused to 
die and for seven hours traffic could not 
move on the road. 

“The Koreans don't listen to the con- 
trollers the way our guys do,” said one 
US officer. Sometimes, they don’t listen 
to each other, either. Three years ago, 
according to a well-recounted story, a 
Korean brigadier in command of a com- 
bat unit and a Korean major-general 
acting as a controller engaged in a fist 
o in the middle of a rural intersection. 

€ brigadier was furious at the umpire 
for deciding he had taken heavy losses. 


OS may have been tempted 
to look on the incidents as a sign of 
growing resentment in the South Ko- 
rean armed forces towards the US. But 
despite obvious language difficulties, 
both sides seemed to treat each other 
with respect. Kanzenbach was phi- 
losophical. “The South Koreans are 
very disciplined,” he said. “If their com- 
mander tells them to stay in a place to 3 
p-m., then they will stay there.” 





more realism in Thai- 
land and Australia because there are 
fewer civilians around to distract the 
troops. 

Long tasked as the Pacific reserve 
force, the 25th normally fields a head- 
quarters element and one of its three 
brigades in Team Spirit. Unlike the 
82nd Airborne Division, the US army's 
elite rapid deployment force, a light 
infantry division carries only a 
small 40-man paratroop reconnaissance 
unit, has no armour — and depends on 

utting down on secure airfields. In a 
ive Korean situation, where combat in- 
tensity would be high, contingency 
plans call for the division to be aug- 
mented by South Korean armour, as 
happens during Team Spirit. 

Annies in other units describe 
the 25th’s shoulder patch — a bolt of 
gold lightning centred in a blood-red 
taro leaf — as “the electric strawberry.” 
Others refer to the well-travelled unit as 
the “25th Recreational Division.” Kan- 
zenbach, who looks like the soldier they 
normally put on recruitment posters, 


would not like that. — John McBeth | 
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Price for dissent 


A recent ee on political prisoners in | 


| Vietnam [21 Apr.] was too lenient in its 
analysis of the communist government's | 
| policies and motivations. I question the 
implication that the government is re- 
| leasing political prisoners out of a desire 
| for reconciliation or in a spirit glasnost. 
Former opponents are being let go sim- 
ply because the job is finished — these 
men are sufficiently broken and/or in- 
doctrinated to pose no threat to the gov- 
ernment. Moreover, their presence in 
Vietnamese society will serve to dem- 
onstrate the power of the government, 
and the price for dissent, thus forcing 
the people to limit their own behaviour 
Releasing former Saigon officials 
also serves as a useful propaganda tool, 
for it shows to the world the supposed | 
good-will and humaneness of the com- 
munist officials. This is a reprehensible | 
attempt on the part of the communists | 
to make people forget that thousands | 
upon thousands have already died in | 
their concentration camps, and that | 
many more prisoners remain. The selec- | 
tive release of the government's oppo- 
nents can therefore be seen as a 
| policy with two complementary ob- 
Jectives coercing the Vietnamese 





people while co-opting world opinion. 
Despite these attempts at deception, 
however, the Vietnamese people know 
the truth about communist rule. For 
example, more than 1.5 million have es- 
caped from Vietnam since 1975, making 
this the first mass exodus in Vietnam's 
4.000-year history. Moreover, a third to 
half of the boat families contain a mem- 
ber who has experienced socialist re- 
education. I hope that you will be more 
critical of the Vietnamese Government 
in future articles. The sacrifices of the 
Vietnamese people deserve no less. 
Baltimore Raphael Cung 


Concerning Murray Hiebert's article on 
the current business climate in Vietnam 
[17 Mar.], I would like to point out a 
number of significant facts which the 
writer ignored. The free world should 
not have any business ties with Vietnam 
as long as the human-rights issue is not 
resolved. The population of political 
prisoners still being held in “re-educa- 
tion camps" throughout Vietnam 
ranges from 60,000 (; Amnesty Interna- 
tional) or 90,000 (US State Depart- 
ment) up to 500,000 by other human- 
rights groups in the US and Europe. 
Hanoi has disputed these figures, and 
early this year announced the release of 








| 6,000 political prisoners, which it said 
| brought down its population to 5,000. 
This number contradicts Hanoi's own 
figure released last year which puts the 
| number of remaining political prisoners 
| at 900. 
| However, even the Vietnamese 
Government has often inadvertently 
admitted to contradictory but substan- 
| tial numbers. 
Given the current situation in Viet- 


| nam, with such gross and consistent 
human-rights violations, unprece- 
dented religious repression and the 


lack of legal safeguards for citizens and 
foreigners, it is both morally wrong and 
economically unwise to consider busi- 
ness investments in Vietnam. Without 
an improvement in the legal safeguards 
for citizens (Ho Chi Minh City has 21 
lawyers for more than 4 million people) 
| to guarantee basic rights of workers and 
commensurate paid-for work, it would 
be impossible to energise the workforce 
due to the extremely low morale of 
workers who are minimally paid for 
“forced labour.” 

Besides, most people with skills and 
education have either been sent to re- 
| education camps or, if they are lucky, 
| escaped from the country. Despite what 
| are claimed to be the "most liberal in- 
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vestment laws in Asia,” the government 
has no plan whatsoever to implement 
those laws, and there are no lawyers to 
oversee their enforcement. Judges who 
chair the people’s courts — the ubiqui- 
tous legal institution in Vietnam — un- 
dergo formal training w hich lasts a total 
period of less than a year! China has 
started training progré immes to produce 
lawyers since 1978, but to this day con- 
cedes that the number of lawyers is 
barely adequate for the task. 

Vietnam has been internationally 
condemned for its human-rights viola- 
tions, as well as for its military aggres- 
sions in the area. The Parliament of the 
European Community has voted un- 
animously to condemn Vietnam. The 
US has also condemned Vietnam's 
human-rights violations. It is inconceiv- 
able that while the current oppressive 
regime in Vietnam is causing so much 
suffering for its own citizens, the free 
world can conveniently ignore these 
problems for its exploitation of cheap 
labour. 


Massachusetts P. Tranlong 


Quality of access 


Regarding Rise of techno- nationalism 
[REviEW, 31 Mar.] and, in particular, 
Cd issue of foreign access to research in 
Japan, Bob Johnstone fails to provide 











ter. The question is: in research and de- 


velopment fields where Japan has taken | 


the lead, is access for foreigners availa- 
ble? 

Common sense dictates that foreign 
researchers would not rush to Japan to 
study in fields where Japan lags behind 
the US and other countries. One wishes 
Johnstone had provided information on 
foreign access to fields he identifies 
Japan as leading: opto-electronics, 
mechatronics, VSLIs and high precision 
work. I assume foreign academic and 
private company researchers would be 
quite interested in taking part in re- 
sooro) that has put Japan on top, just as 
Japanese researchers going to the US 
are naturally keen on studying fields 
where the US leads. 

Likewise, does the 1986 National 
Science Foundation survey that claimed 
many Japanese corporate research 
centres were “amenable to receiving 
foreigners in their laboratories,” and 
that there may be about 500 additional 
research places available in the public 
and private sector for foreigners in the 
future, mention whether these amena- 
ble research places exist in fields where 
Japan is a leader, or in fields where 
Japan is trying to catch up? 

This latest problem between Japan 
and the US mirrors a whole assortment 
of problems Japan has had, and is hav- 


ing cause is Japan's slowness (for what- 
ever reason) in providing the same ac- 
cess other countries have provided to it. 
And continued foot-dragging could be 
as detrimental to Japan as research pro- 


tectionist legislation would be to the 
US 
Kumamoto-ken Eric Golberg 


| Sikh detainees 


In his article Behind the barbed wire [14 
Apr.]. Salamat Ali writes that in March 
40 Sikh prisoners were released by the 
Indian Government. They belong to a 
total of 365 Sikhs who were arrested in 
Operation Blue Star in the Golden 
Temple in Amritsar in June 1984, Since 
that time they have been detained in the 
Jodhpur jail in Rajasthan 

Amnesty International is concerned 
because these Sikh prisoners have now 
been held for almost four years without 
trial or without charges being laid. 
which is in violation of Indian laws as 
well as of relevant international treaties 
to which India is a party 

Amnesty International strongly con- 
demns killing and torture by anyone 
person, government or opposition 
group. We fully understand that the In- 
dian Government can in no way tolerate 
Sikh terrorist violence and has to take 
strong measures to protect its citizens, 


Hindu and Sikh 








key information on the heart of the mat- | ing, with other countries. The underly- But Amnesty is also 
rn je ane 
eet i Ss THE GREA UNKNOWN 
TO U S Dr. S H OME 
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convinced that the exercise of such au- 
thority must be in accordance with na- 
tional and international standards of 


human rights. Titus Brandsma 
Amsterdam Amnesty International 
Malaysian concerns 





Philip Bowring's excellent overview of 
today’s politics in Malaysia [14 Apr.] 
reached an interesting conclusion of 
growing migration. The continuing 
Umno saga is an unfortunate episode 
in Malaysian politics and it has all 
along been tied to moves to remove 
Datuk Seri Mahathir Mohamad as 
prime minister. There is no other 
way one can explain the involvement 
of Tunku Abdul Rahman and Tun Hus- 
sein Onn, the former prime ministers, 
on the side of Tunku Razaleigh Ham- 
zah. 

Bowring overlooked the feelings of 
disappointment of Sarawakians and 
Sabahans as the squabbles at the centre 
worsened. The two states are in many 
respects different from the rest. Not 
only are the Malay-Muslim groups in 
the minority in the two states, political 
power has in fact shifted to non-Malay/ 
Muslim groups. 

In Sabah, the Kadazan-based Parti 
Bersatu Sabah, led by Chief Minister 
Datuk Joseph Pairin Kitingan. a Christ- 
ian, is fighting hard to stay in power in 
the face of internal and external pres- 
sures. In Sarawak, the Muslim and fair- 
minded chief minister, Datuk Patinggi 
Haji Abdul Taib Mahmud, stays in of- 
fice with the strong backing of the 
Chinese and Dayak parties. Racial 
polarisation is barely evident in 
Sarawak and Sabah. The danger is à 
spillover of the politics from the main- 
land to Sarawak. 

The squabbles at the centre must 


| stop so that leaders can concentrate im- 


proving the climate for foreign invest- 
ment. 
Kuching 'Sarawakian' 


‘Concerned Ah Meng’ [LETTERS. 7 
Apr.] makes sweeping comments on 
Malaysian issues which are derogatory 
and insulting. 

What of the ability of the leaders of 
the Malaysian Chinese Association 
(MCA) to work on behalf of the 
Chinese? It was a leadership crisis that 
caused the MCA to lose substantial 
amounts of Chinese votes at the last 


| general election. And the Chinese 
| "share of the pie" is. if anything, in- 





creasing. Check the figures. 
The timely action of the police in Oc- 
tober 1987 was successful in defusing 


| the racial tension building up and thus 


averted any repetition of the gruesome 
tragedy of May 1969. Perhaps *Con- 
cerned Ah Meng’ is too young to recall 
such grim events. 

Racial harmony is important for the 
promotion of better communication 
and understanding in Malaysia. Malays 
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such legendary Highland distilleries as 
Strathisla—one of Scotland’s oldest. 
In fact, Chivas Brothers meticulously 


Its not just how long you age it. 
Its what you age. 






selects dozens of prize whiskies—each 
for a specific characteristic—then blends 
them for that consistently smooth taste. 

All of which helpsexplain why many 
Scotches.can carry the words “12 years 
old? But only one can carry the words 
"Chivas Regal.” 
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| ana Chinese should not allow anything | 
to undermine their peaceful coexist- | 


ence. 
San Diego M. R.J. 
Regarding K. Das' interview with 
Tunku Abdul Rahman [21 Apr.], I 
would like to draw your attention to the 
preamble to the Internal Security Act of 
1960. 

The act provides for the internal sec- 
urity of Malaysia, preventive detention, 
the prevention of subversion, and the 
suppression of organised violence 
against persons and property in 
specified areas of Malaysia. 

It stipulates that it is an offence to 
promote, or to cause people to fear, or- 
ganised violence against persons and 
property. 


The Tunku insists that the act is | 


meant only “for fighting the com- 
munist,” but nowhere in the act are 
“communists” mentioned. 

To my mind, the act is not draconian. 
It is humane and effective, as all state 
security laws should be. 


Kuala Lumpur Ibrahim Wahab 


Distinctive inaccuracy 


In TRAVELLER'S TALES [7 Apr.] you 
state that “the REVIEW sees its function 
both in Singapore and elsewhere as a 
medium in which its journalists’ duty is 
to report events as accurately as possi- 
ble and to place them in perspective by 
analysis and comments made from the 
sidelines.” 

In the same issue, James Clad’s re- 
port on “Nation Movers” mentions 
quite inaccurately that Jaime Zobel (a 
younger cousin and head of Ayala 
Corp.) is the elder brother of Enrique 
Zobel. It also comments that the Zobel 
name is synonymous with Ayala Corp., 


without noting that Enrique Zobel dis- | 


posed of his Ayala holdings several 
years back and has divorced himself en- 
tirely from the group’s activities. This is 
published information available to even 
the casual inquirer of Philippine affairs. 


That the “richer Philippine commercial | 


classes” (whatever this term may mean) 
are “invariably foreign educated” is 
another dubious allegation. 

Clad’s reporting on the Philippines is 
distinctive for such carelessness. After 
being repeatedly tempted to call atten- 
tion to them, I have finally found the 
temptation irresistible, because of your 
convenient avowal of a commitment to 
accuracy. 
Manila B. A. Tan 

€ Clad replies: It was an error to de- 
scribe Jaime Zobel as Enrique's older 
brother. In fact, they are cousins. The 
Zobel name is synonymous with Ayala 
Corp. in the mind of the Philippine 
elite. Perceptions differ about how 
entirely Enrique Zobel has divorced 
himself from the corporation’s affairs. It 
is understood that it was the rest of the 


| 








Washington 


family that divorced itself from Zobel. 
Moreover, some kind of family-trust ar- 
rangement applies to Zobel's ties to 
Ayala. Perhaps the words "richer com- 
mercial classes" were not appropriate. 
The truth is that the wealthiest of business 
families send their children to the major 
North American universities. | do not see 
how that can be denied. 


Question of cuisine 


"Where the free are pressed’ [24 Mar.] 
alleges that “the People's Action Party 
(PAP) is not terribly interested in seeing 
a free press in Singapore. What it is real- 
ly after is a press-free Singapore." 

It depends on what he means by 
"press-free." If he means a press free of 
bias and bigotry, he may be right. The 
PAP is also after a "crime-free" and pol- 
lution-free" Singapore! I love my coun- 
try better this way. 
Singapore Seah Seng Choon 
I find it [REVIEW, 24 Mar.] astonishing 
that Singapore's Prime Minister Lee 
Kuan Yew, should say: "Every time I sit 
down to a meal... . I have to decide 
whether I want to sit with my Malay 
friends, in which case I have to eat halal 
food, or I want to sit with the others in 
which case I can eat what I like." Is he 
trying to play up racial differences? 

Lee does not eat in hawker centres 
where Singaporeans can sit at any table. 
and order halal or non-halal food às | 
they please. When Leat with my Muslim 
friends, they do not mind if I eat halal or. 
non-halal food. 

Despite what some politicians say, 
Singaporeans are living in racial har- - 
mony. Most Singaporeans have no ob- 
jection to eating halal food. On thé 
other hand, most Singaporeans would 
certainly object to eating the same food 
that Lee eats. 

He follows a very strict diet and his 
hosts are often surprised when he ac- 
cepts their invitation to a meal with an 
elaborate two-page list of his dietary re- 
strictions. 

Perhaps Lee should spend some time 
at hawker centres to find out how popu- 
lar his dietary and other restrictions are. 
London 'Veggie' 


Negative review 


I was amazed to read Derek Mas- 
sarella’s REVIEW [31 Mar.] of Taking - 
Japan. Seriously by Ronald Dore. He 
quite justly criticised the overly positive 
views of Dore and goes on to indicate 
some of the many failings of Japan. 

Well, those failings are exactly what 
I have been writing about in my books 
which Massarella crudely and emphati- 
cally condemned in his reviews. 

Does this mean that Massarella now 
agrees with me? Or does it simply mean 
that. when I say it, it is bad, but when he 
says it, it is perfectly all right? 

Jon Woronoff | |: 
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Singapore ‘Orwellian.’ Page 14. 


n matters of security, the US and Singapore usuaily 

think alike. But in the latest bizarre twist to Singapore’s 
campaign against foreign subversion, the US has become |; 
the target. A senior US diplomat was expelled, and Wash- | 
moon retaliated in kind. Regional editor Hamish McDonald 
explores the Singapore siege mentality, and Washington 
correspondent Nayan Chanda explains the mixture of anger 
and incredulity in the US Government. ARTS & SOCIETY 
editor Margaret Scott, who has followed closely the Singa- 
pore detentions, meanwhile, interviews a noted lawyer and 
old friend of Prime Minister Lee Kuan Yew who now finds 


Cover photograph by Tay Hoon. 





Page 18 
Into the Thai election campaign, usu- 
«| ally rife with venal politics, comes a 
. new party whose platform is personal 
"and public morality. 
-Page 24 
India's Congress party mounts unpre- 
cedented attacks on the opposition at 


its policy session, possibly signalling | 


early elections. 


Page 30 

Japanese Foreign Minister Uno's first 
visit to China indicates a marked im- 
provement in bilateral ties. 
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Afghan leader Najibullah comes away 
from a visit to New Delhi with India's 
support for his communist regime as 
it prepares for the withdrawal of 
Soviet troops. 


Page 38 

| The trial of an arms dealer in Hong- 
| kong exposes the secret world of 
Chinese-Israeli weapons deals, and 
embarrasses the British and Hong- 
i kong governments. 


Page 40 

| AUS-inspired aid programme to bols- 
ter the Philippines — a mini-Marshall 
Plan which could include aid from 
Japan — wins a cautious welcome, 
though potential donor countries re- 
main vague about the plan's content. 


Page 42 

Jakarta seems to be moving towards 
| normalising diplomatic relations with 
Peking, but the pace is likely to remain 
zi. Slow. 





Page 59 

Tokyo dithers in the face of mounting 
pressure from Gatt for measures 
which will open Japanese markets to 
imported goods. 


Page 60 

Singapore aims to draw up a mas- 
ter plan for the expansion and up- 
grading of the small-business sector 
which now accounts for 30% of GDP. 


Page 64 

A suggestion that foreign-owned ven- 
tures in South Korea may be forced to 
go public alarms foreign business- 
men, who fear they would risk losing 
management control. 


Page 64 

Australia and New Zealand speed up 
the pace of economic integration by 
removing barriers to free trade in cars 
and components. 


Page 66 
Citibank's Bangkok branch reverses a 
decision to increase its savings-de- 


posit rate after strong criticism by | 
| Thai commercial banks. 


Page 71 

The Australian Government favours a 
merger of the state-owned Common- 
wealth Banking Corp. with a rival. 


Page 72 

Japan's software industry is striving 
to meet soaring demand, especially in 
the financial sector, in the face of an 
acute shortage of systems engineers. 


| Page 74 
| A report by the committee reviewing 


Hongkong’s capital markets is likely 


; to disappoint those who want an 


overhaul of the stockmarket. 


Page 85 

The Taiwan stockmarket soars as the 
government announces reforms which 
will allow foreigners to invest in local 
securities firms. 
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REGIONAL 


Sri Lanka lifts ban on 
militant Sinhalese JVP 

The Sri Lanka Government on 
10 May lifted the ban on the 
outlawed militant Sinhalese 
Janatha Vimukthi Peramuna 
(JVP) party, whose southern 
insurgency has cost at least 500 
lives in the past I0 months. The 
JVP has agreed to surrender all 
its arms by 29 May. 

The government's decision 
followed talks mediated by 
Roman Catholic priest. and 
human-rights activist Fr Tissa 
Balasuriya, in which university 
student K. C. Senanayake 
acted for the JVP and National 
Security Minister Lalith Athu- 
lathmudali represented the gov- 
ernment. — Manik de Silva 


Amnesty report details 
Burmese army violations 
The human-rights group Am- 
nesty International alleged that 
Burmese army units have been 
responsible for at least 200 inci- 
dents of torture and ill-treat- 
ment — including 60 unlawful 
killings — of ethnic minority 
Karen, Mon and Kachin villa- 
gers as part of its counter-in- 
surgency actions. None of the 
killings took place in combat, 
Amnesty said in an 11 May re- 
port, based on refugee inter- 
views. To deny support to rebel 
groups, the army has imposed 
harsh controls on civilians’ 
movements. Many villagers 
died of ill-treatment after con- 
scription as porters or guides, 
and others when forced to lead 
troops through minefields, the 
report said. — David Porter 


Japan allows entry for 
North Korean sports team 
Japan has allowed an 18-mem- 
ber North Korean team to par- 
ticipate in an international 
table tennis championship 
starting on 15 May in Niigata. 
Some members of the sports 
delegation were identified as 
government officials, despite 
the Japanese ban on the entry 
of North Korean Government 
employees as part of sanctions 
imposed in January after a 
South Korean airliner was al- 
legedly sabotaged by agents 
from the North last November. 
— Nigel Holloway 


Taiwan force-feeds 

leading dissident 

Taiwan's military doctors have 
begun force-feeding jailed 
leading dissident Shih Ming- 











teh, according to the Taiwan 
Association for Human Rights. 
The association said on 7 May 
that 47-year-old Shih is in criti- 
cal condition after beginning a 
new hunger strike. Arrested in 
1980 on charges connected 
with the 1979 Kaohsiung riots 
over human-rights violations, 
Shih was later sentenced to life 
imprisonment, which has since 
been commuted to 15 years 
jail. — Shim Jae Hoon 


France's New Caledonia 
policy could soften 

Kanak separatists in New 
Caledonia have warned Presi- 
dent Frangois Mitterrand of 


more violence unless French | 


troop strength is reduced in the 
French Pacific territory, 
though the Kanaks hope that 














Mitterrand: warning. FINANCIAL TIMES 


Kasi 





Mitterrand’s re-election on 8 
May, and his appointment of a 
moderate centre-socialist gov- 


ernment, will lead to a resolu- | 


tion of the troubles. 

On 5 May, 19 rebels and two 
soldiers died in a military as- 
sault to free 23 French hostages 
held by rebels. In Paris, French 
newspapers have taken up the 
allegation of a Kanak witness 
that the rebel leader and two of 
his men were executed after 
they had surrendered. 

— Michael Malik 


Karachi ethnic riots 

leave 25 dead 

Riots involving rival ethnic 
groups in the western district of 
Pakistan's largest city Karachi, 
left 25 people dead and 120 in- 
jured on 8 May. Parts of 
Karachi were put under curfew 
and troops patrolled the 
streets. The clashes between 
Pathan settlers from the North- 
West Frontier Province and the 
Urdu-speaking Muhajirs. the 
dominant ethnic group in the 
city, were the worst since De- 
cember 1986 when 195 people 
died. — Husain Haqqani 


BUSINESS | 


| 








Britain blocks Nomura, 
Daiwa from gilts market 
The politics of reciprocity lie 
behind Britain's move, learned 
of on 10 May, to block indefi- 
nitely approval for Japanese 
securities firms Nomura and 
Daiwa to become market-mak- 


| ers in the British Government 


bond market. They had earlier 
been given approval in princi- 
ple by the Bank of England, 
but the move has apparently 
been delayed following bila- 
teral talks on market access. 
Nomura had been expected to 
start operations this month, 
while Daiwa had hoped to 


begin market-making from 
mid-June. — Anthony Rowley 
Daewoo gets contract 

from Czech ship line 
Daewoo Shipbuilding and 


Heavy Machinery has signed 
an US$81 million contract with 
a Czech shipping company, ap- 
parently the first order for a 
South Korean shipyard from 
East Europe. Ocean Shipping 
has ordered three bulk carriers 
to be delivered over the next 
two years. — Mark Clifford 


Bank Negara buys stake 
in Malaysian shipper 


; Malaysia's central bank, Bank 


Ji 


Negara (BN), has bought a 
14.67% stake in Malaysian 
International Shipping Corp. 
(MISC) from the government. 
The 73.35 million shares were 
acquired on 13 April at an un- 
disclosed prices, which most 
analysts put at M$6.70-6.90 
(US$2.60-2.70). The govern- 
ment still holds an equal 
number of shares in MISC. 

— Nick Seaward 


China plans food grants 

as prices are decontrolled 
China is to introduce monthly 
food subsidies of up to Rmb 
10 (US$2.70) to most city 
dwellers this month, according 
to the overseas edition of the 





| CORRECTION 


| The syndicate buying the 
| 46.4% block of Meralco shares 
mentioned in Power to the 
people (REVIEW, 12 May), 
will be obliged to sell its 
holdings over a four-year 
period, rather than hold them 
for that time. Morgan Guaranty 
Trust will join with Bank of the 
Philippine Islands to form the 
buying syndicate. 
i m 
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People's Daily. The govern- 
ment will then gradually đe- 
control the mc of eggs. 
pork, vegetables and sugar, it 
said. Many cities have already 
introduced subsidies in recent 
weeks to help consumers meet 
rising food costs. The retail- 
price index rose 11% during 
the first quarter, compared 
with year-earlier levels. 

— Louise do Rosario 


Pakistan ends quotas, 
cuts duties on yarn 
Pakistan has ended quotas on 
cotton-yarn exports and cut the 
export duty to Rs 2 (11 US 
cents) a kg from à maximum of 
Rs 10. The move by the Eco- 
nomic Coordination Commit- 
tee was taken in the light of 
weakening world raw-cotton 
prices and higher domestic 
yarn production. The duties 
were doubled in October 
(REVIEW, 22 Oct. °87), in a 
move to stabilise the lo- 
cal market and increase gov- 
ernment revenue. 

— A Correspondent 


Malayan concedes in 
Lion-Nathan bid war 


Malayan Breweries has told 
New Zealand brewer Lion 
Corp. that it will not appeal 
against a mid-May court ruling 
not to interfere with a pro- 
posed merger of Lion and re- 
tailer L. D. Nathan and Co. 
The issue went back to the 
courts after Singaporean 
shareholders objected to the 
move (REVIEW, 14 Apr.), but 
the High Court said allegations 
of “warehousing” and “insider 
trading” had not been substan- 
tiated. Lion chairman Sir Gor- 
don Tait said an extraordinary 
shareholders’ meeting would 
be called for mid-June to ap- 
prove a change of name to 
Lion-Nathan. 

— A Correspondent 


New Zealand 

1987-88 budget 'surplus' 
New Zealand. had. a budget 
surplus of NZ$467.2 million 
(US$319.8 million) for the year 
ended March, its first in almost 
40 vears. The figure is illuso- 
ry, however, containing heavy 
contributions from asset sales 
and asset transfers to new state 
corporations set up in April 
1987 out of former government 
departments. Without these 
items, the "financial deficit" 
would have been NZ$1.32 bil- 
lion, equal to 2.2% of GDP — 
but still considerably below the 
8.9% recorded in fiscal 1982- 
— Colin James 
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DISBURSING LARGESSE 


US Ambassador to Manila Nicholas 
Platt has been unable to sort out a 
quarrel in the Philippine bureaucracy 
over how to disburse US$124 million 





projects, while the. 

Planning Departm ism 

project spending. Aquino opted for 

the 75-49 split, but also added 

her bit, saying that US$25 million 

| ofthe project money should go 
; directly to selected governors. 

< However, a special development 
‘fund for a favoured few of the 
Philippines' 73 governors, though it 
might cut the red tape and speed up 
aid, smacks of the "slush-fund" habits 
of former president Ferdinand 
Marcos' era. 


PARKS NEGLECTED 


The destruction of Philippine national 
parks is heavily criticised by the 
Geneva-based International Union 
for the Conservation of Nature and 
Natural Resources (IUCN), in a 
report to go to President Corazon 
Aquino's government in June. The 
IUCN draft report, Conservation 
Status of Biological Resources in the 
Philippines, says “at least two-thirds 
of [more than 60] Philippine national 
parks now contain settlements and/or 
have been partly logged: boundaries | 
are not demarcated; law enforcement 


SKETCH by Morgan Chua 





TWO CHINAS? 


| USand Japanese officials failed at a 


is lax, and staff are poorly paid and 
under-trained." 


Fiji's President Ratu Sir Penaia 
Ganilau will visit Taiwan in mid-May 
for several days, following a visit 
there by interim Prime Minister Ratu 
Sir Kamisese Mara. After visiting 
Britain and France last month, Mara 
went to Taiwan to discuss aid to Fiji, 
resulting in an initial US$2 million 
soft loan. Before Mara's visit, Fiji 
agreed to upgrade to diplomatic 
status a Taiwan trade officein Suva. | 
Fiji also has relations with 
Peking. 


FISHING FOR PHRASES 
a During Philippine 

President 
Corazon 
Aquino's two-day 
state visit to 
China in April, 
Peking officials 
told Foreign 
Secretary Raul 
Manglapus that 
China did not feel 
threatened by 
Soviet naval and air activity in 
Southeast Asia but that Japan and the 
US had more to fear. A Chinese 

articipant described Manglapus as 

aving to “fish” for Chinese attitudes 
on the Philippines continuing to host 
US bases. 


TURBULENCE AHEAD 





— 





Manglapus. 








recent meeting to resolve the vexed 
question of how large a role the 








| maker, General Dynamics, wants to 


| AFGHAN REQUEST 


| the mujahideen’s request to 


| EUROPEAN QUEST 






Japanese would have in building a 
modified version of the F16 fighter, 
which is to be deployed by Japan's 
Self Defence Agency. The U 





retain design and most component 
manufacture, but Mitsubishi is asking 
for a bigger hand in design — as much. | - 
as 70% of the fighter might now be | 
built by Japan. This would rekindle 

US protests of last year before d 
Washington persuaded Tokyo to : 
drop plans to build its own locally 
designed fighter. | 
European governments have agreed 
not to provide aid for refugee 
rehabilitation in Afghanistan while 
fighting continues. The question of 
aid was discussed during a recent 
meeting between EC ambassadors in 
Pakistan and mujahideen resistance 
leaders in Peshawar. While the 
Western governments promised 
continued aid to the resistance and 
refugees in Pakistan, they refused 


recognise their provisional 
government, once it is set up in a part. 
of Afghanistan. 


Japanese Prime Minister Noboru 
Takeshita has added a call on the 
Brussels-based EC Commission to 
the second leg of his European 
tour, to take place in late June. 

The decision indicates the 
seriousness with which Tokyo views 
the EC's decision to dismantle all 
internal European trade barriers 
by 1992, 

















-THE WEEK - 


AUSTRALIA 

Demonstrators waving placards demand- | 
ing the withdrawal of British troops from 
Northern Ireland greeted Queen Elizabeth 
on her arrival in Sydney during her Austra- 
lian tour (4 May). Hundreds of Aborigines 
staged a protest at the opening of the new 
Parliament House (9 May). 


CHINA 

Well-known dissident Fang Lizhi received 
approval to make his first triptothe UStoat- | 
tend a conference in December, Wen Wei Po 
newspaper reported (6 May). 


INDIA 

Suspected Sikh militants burst into a 
| wedding party and shot dead 13 people in 
Haryana, it was reported (8 May). A power- 
ful bomb exploded at an American bank in 
New Delhi killing at least one person and in- 
juring 13 and immediate suspicion fell on 
Sikh extremists (/0 May). Sikh separatists 
fought gun battles with police surrounding 








the Golden Temple in Amritsar for the sec- 
ond day running, witnesses said (11 May). 


JAPAN 

Police arrested a Japanese Red Army 
member wanted in connection with the 1970 
hijacking. of a Japanese airliner to North 
Korea, it was reported (70 May). 


MALAYSIA 

Prime Minister Datuk Seri Mahathir 
Mohamad was elected president of Umno 
Baru (New Umno) (/0 May). 


NEW CALEDONIA 

A French assault team fought an eight- 
hour gunbattle with Kanak rebels, in which 
19 Melanesians and two French troops died. 
and rescued 23 people who were being held 
hostage (5 May). Kanak rebels accused of 
killing four gendarmes and kidnapping other 
law officers were flown to Paris as officials 
said they might not get a fair trial in New 
Caledonia (70 May). 





| and held under the Internal Security Act (6 
May). An American diplomat, political first 






PAKISTAN 

At least 26 people died and 150 were in- 
jured in a fresh outbreak of ethnic violence in 
Karachi (9 May). 


SINGAPORE f ; 
Francis Seow, the solicitor acting on be- 
half of three political detainees, was arrested 


secretary Mason Hendrickson. was ordered 
to leave the country after being accused of 
interfering in domestic politics (7 May). A 
Singaporean diplomat was ordered to leave 
the US after Singapore's expulsion of a US 
diplomat (70 May). 


SOUTH KOREA 

President Roh Tae Woo reshuffled the 
cabinet in an effort to appease the opposition: 
(7 May). Hundreds of radical students | 
clashed with riot police as they urged the © 
government to give North Korea a role in : 
staging the Olympic Games (10 May). | 2 
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__- [REGIONAL AFFAIRS - 


Enemies left and right 


he Singapore Government has kept up its barrage of ac- 

cusations of foreign manipulation of its local critics, again 
using as evidence sworn statements allegedly obtained from 
those critics while held in detention without trial. The latest 
charges on 6 May led to the expulsion of a senior diplomat in 
the US Embassy — and the expulsion of his Singaporean equi- 
valent from Washington in retaliation. 

The mounting international unease — Canberra called in 
Singapore’s high commissioner on 10 May to express its con- 
cern about the detentions, and human-rights groups called for 
a tourism boycott — saw no sign of Singapore slackening its 
campaign, with a rally of 4,000 trade unionists called on 11 
May to protest against the US reaction (the crowd numbers 
were given the night before). 

With parliament due to meet on 18 May, the ruling 
People's Action Party (PAP) appears intent on ramming 
through controversial legislation to group some of the 79 seats 
into *team" electorates, in which parties would have to nomi- 


| nate multi-racial slates of candidates. The president — cur- 





rently Wee Kim Wee — would select which electorates. With 
this in force, the PAP could call an election as early as June. 

Even with single-member seats, the recent arrests have 
made the search for candidates hard enough for opposition 
parties, though the unrepresented Barisan Socialis (Socialist 
Front) and Workers’ Party have agreed to combine forces and 
may be joined by the Singapore Democratic Party, whose 
Chiam See Tong is the sole opposition MP. 

The accusation against the US diplomat, first secretary 
(political) Mason Hendrickson, was that according to a statut- 
ory declaration by lawyer Patrick Seong — detained since 19 
April under the Internal Security Act (ISA) — Hendrickson 
had cultivated lawyers critical of Prime Minister Lee Kuan 
Yew's government and urged them to run. Detained lawyer 
Francis Seow had been “completely apolitical all his life” but 
in 1986 had "suddenly" become a champion of human rights 
and opposition causes. After perennial indebtedness, Seow had 
repaid a loan of $$350,000 (US$174,216) and later S$70,000 in 
other debts. “How Francis Seow obtained the funds to settle 
his long overdue debts were unclear," the statement said. 
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Beset with insecurity, the PAP gives opponents no quarter | 


Fear of the future 


By Hamish McDonald 
The intensifying of 
ja government cam- 
paign against claimed 
foreign interference 
in domestic politics — 
taken to the unpre- 
cedented length of ex- 
N pelling an American 
diplomat — is seen widely 
as presaging early general elections 
in Singapore, in which with many po- 
tential opposition candidates detain- 
ed or cowed, Prime Minister Lee Kuan 
Yew risks only a negative protest vote. 
Lee continues to impress foreign au- 
diences and visitors with as much cool 
lucidity and apparent frankness as ever, 
running rings around US newspaper 
editors last month in Washington and 


Sod 
insular 
x Obsession 





commanding respect in the very govern- | 


ment whose officials his ministers now 
accuse of trying to set up an opposition. 
Respect, affection and fear keep Lee 
without rival at home. Above all, Lee 
seems to have lost none of his certainty 
in his own rectitude. 

Rather than calm confidence, how- 
ever, the accelerating train of events 
tends to bear all the hallmarks of man- 
aged hysteria: the welter of alleged plots 
(traced back variously to Marxists, Am- 
nesty International-type Western libe- 


rals, and US President Reagan's admin- | 


istration); the relentless pursuit of a 
handful of domestic critics to the dis- 


quiet of longtime friends; the shrill tone | 


of officially inspired publicity (as in a 

front-page headline "We control our 

destiny" in The Straits Times). 
Singapore has been moving against 





the political trend evident in the other 
newly industrialised countries (NICs) in 
East Asia, progressively restricting 
freedoms and plurality. Institutions 
which South Korea, Taiwan and now 
even to some extent China are trying to 
build have been undermined deliber- 
ately in Singapore. The press, the uni- 
versities, the Law Society, the Christian 
churches, the tiny parliamentary oppo- 
sition have all been hounded and in 
some cases neutered over the years. 
Given Singapore's high level of prosper- 
ity and education, and the strong recov- 
ery from the 1985-86 recession, why 
should this be so? 

One school of thought in Singapore 
has it that the political succession Lee 
had mapped out has struck obstacles: 
that Lee still lacks confidence in the 
"second generation" of leaders to take 
over from his own genera- 


stars rmes swaarone ers say Lee has talked of 


has again raised some speculation of dif- 
ferences, with a more “liberal” outlook 
attributed to Lee's likely immediate 
successor, First Deputy Prime Minister 
Goh Chok Tong. The inquiry was pro- 
mised while Lee was overseas, and 
countermanded four days after his re- 
turn. Nothing in Goh's subsequent 
statements supports this theory, though 
Goh has been a shade moderate on the 
more bizarre plot scenarios. 

As with the other Asian NICs, Singa- 
pore's economy is booming and Singa- 
pore would not seem to have any more 
to fear than other comparable coun- 
tries. On the presidency question, how- 
ever, the proposal to create. a more 
executive presidency — with veto pow- 
ers over use of foreign reserves and the 
national pension scheme funds — does 
seem to have been shelved. Recent call- 














tion who won indepen- 
dence from the British 30 
years ago and outwitted 
their local communist ri- 
vals; that Lee sees a much 
'loomier economic out- 
ook in the medium term, 
and that PAP colleagues 
are divided about Lee's 
proposal that he himself 
shift to an enhanced pre- 
sidency. 

The government’s lame 
backtracking on the pro- 
posal to hold a commis- 
sion of inquiry into al- 
leged mistreatment of na- 
tional security detainees 











SOW: questions. l | 


the time “when I am no 
longer around” in varying 
terms of years, rather 
than his 65th birthday 
which occurs this Sep- 
tember. 

But even if he has de- 
cided to “stay around” 
this hardly makes a case 
for imposing a virtual 
siege mentality on Singa- 
pore. What is driving 
Lee? 

His recent speeches, 
and reports of private 
conversations with him, 
show him dwelling on the 











spectre of economic stag- | 
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The implication that Seow was in the pay of the Americans 
was not backed up by any clear motive attributed to such a US 
move. The scheme has been variously explained as part of con- 
stant superpower tendencies to throw their weight around, 
and to “transgressions and excesses of some bureaucrats.” 
First Deputy Prime Minister Goh Chok Tong said the US acti- 
vity had run *parallel" to attempts by alleged Marxist exile 
Tan Wah Piow's efforts to manipulate the same people. 
Government critics saw the latest development simply as 
an attempt to impugn a potential opposition movement before 
it can stand for parliament. Seow's arrest also called into 
question the sincerity of repeated government challenges to 
ISA detainees and their supporters to press their grievances 
through the court system. His habeas corpus application is the 
first attempt to do just that. Seow, a former solicitor-general 
and president of Singapore's Law Society, was detained as he 
went to visit his clients in the Internal Security Department's 
Whitley Road Detention Centre. The hearing was adjourned 
until 18 May, though it is not clear which lawyer will now take 
up Seow's application on behalf of three detainees. Seow's ap- 








ment accusing ISD officials of using physical abuse and deceit 
to obtain televised confessions from the 22 arrested last year as 
participants in an alleged Marxist plot. (All but Vincent 
Cheng, labelled the Singapore mastermind of the plot, had 
been released.) On 8 May, Chew Kheng Chuan, one of the 
original 22 who chose not to sign the joint statement because 
he said he could not face another detention, was re-arrested — 
after telling relatives of some of the detainees that he had been 
forced to sign a sworn declaration denying he had been as- 


| saulted during last year's detentions. 


Families of the detainees, through a series of open letters, 
have rejected all the sworn declarations which the govern- 
ment claims have “demolished” the allegations in the joint 
statement. The relatives also complained of the glass partition 
separating them from the detainees during their 30-minute 
meetings, in which the detainees “looked extremely tired, hag- 
gard and most appeared thinner." 















nation and communal violence in South- 
east Asia (as well as declining American 
power). In public, Lee has emphasised 
the shortening time for the Aquino gov- 
ernment to get a grip on the Philippine 
economic and insurgency problems. 

In private, Lee has agonised in re- 
cent years about the claimed volatility 

of Singapore's immediate neighbours, 

| pointing to the rise of Islamic fun- 

"damentalism in Malaysia and parts of 
Indonesia and the population pressures 
in Indonesia. He sees younger Singapo- 
reans, particularly those given a West- 
ern education, as weak and open to 
manipulation, however fine their mo- 
tives (increasingly, the latest security 
detainees have been portrayed as dupes 
rather than plotters). 

But one old friend who spoke to Lee 
recently guesses that political liberalisa- 
tion in South Korea and Taiwan worries 
Lee as much as nearby developments. 
"Look at them, they've got credible 
opposition parties groping and starting 
to get somewhere," this source said. 
"Of course it's creating hideous man- 
agement problems for the formerly un- 
challenged governments, much more 
challenging compared with running a 
one-party state." 





rom the mass of exhortations given by 
Lee and other key PAP figures in re- 
cent times, the view is clear that Singa- 
pore cannot have the "luxury" (a much 
used word in the PAP lexicon) of a more 
liberal, plural political system because it 
would be weaker, slower to make deci- 
sions and to seize opportunities, and 
_ perhaps more likely to affront or tempt 
its prickly neighbours. To survive and 
keep up in the high-technology world, 
Singapore had to be "nimble," said 
Trade and Industry Minister Lee Hsien 
Loong (the prime minister's son) in a 
speech last November. 
Certainly Singapore is more cultur- 





plication was to be a test case for other detainees. 
Seow joined nine other Singaporeans who had been de- 


tained since 19 April, the day after the release of a joint state- | 
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ally isolated than the 
other three Asian NICs. 
South Korea, Taiwan 
and Hongkong are, de- 
spite greatly different po- 
litical systems, close to 
big neighbours with a 
shared heritage of 
Chinese philosophy. Sin- 
gapore is a largely 
Chinese island  sur- 
rounded by Malay peo- 
ples with Islamic and 
Hindu-Buddhist tradi- 
tions of belief and social 
organisation. If periphe- 
ral countries of the re- 
gion such as Australia 
can so easily offend, 
how much more so could 
a liberal "information 














ee: where is singapore going. 





society” in Singapore? 

This is less than convincing. The 
PAP government’s decisiveness has got 
it into a mess or on the wrong track sev- 
eral times, when it might have been 
saved by more willingness to foster and 
hear contrary opinions. The reversal in 


population policy, the mistimed push | 


into higher value-added industry by 
raising wages, the visit by the Israeli 
president are the obvious cases. 

By cutting off the heads of an edu- 
cated middle-class opposition as soon as 
they are raised (all the while challenging 
critics to run for parliament) the PAP 
increases the risk of the very "freak" re- 
sult it fears if voters fall for charismatic 
charlatans or simply lapse into apathy. 

Openness and plurality are not for- 
eign to Asean countries. In the Philip- 
pines case, economic decline is not obvi- 
ously a partner of liberalism and was at 
its worst during the later Marcos years. 
Even in Indonesia, which faces pro- 


found problems of keeping regional 


and religious differences within 


bounds, the press, parliamentary par- | scientist Fang Lizhi recently told stu- 
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ties, the professions and private capital 
have strengthening roots and flower 
rapidly when government pruning eases 
up. Thailand, surrounded by hostile 
forces and chaos, manages to sustain 
a competitive political system and in- 
dependent institutions while outstrip- 
ping the rest of Asean in economic 
growth. 

As for cultural isolation, Singapore 
itself is widening the gap with its Sinifi- 
cation campaigns, installing neo-Con- 
fucian ideas and Mandarin Chinese 
dialect on a mixed community of south- 
ern Chinese immigrants previously half- 
way acculturated to the Malay world. 
“The day the Chinese lose their Confu- 
cian-ness . . .” Lee said in a 1986 speech 
to university students “that day we be- 
come just another Third World so- 
ciety.” 

China itself is having to handle th 
aspirations of young professionals 
Hongkong who resemble. the people 
Singapore is jailing. Peking's dissiden 
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dents that modernisation with Chinese 
characteristics wasa fallacy. 

Less charitably, other motives could 
be attributed to the PAP leadership. 
The recent run of arrests could come 
down to simply ruthless politics, to head 
off challenges to an entrenched political 
elite and to ensure an orderly succession 
for the second generation. Confucian 
cultures, after all, do tend to like the son 
to follow the father’s path — witness the 
Chiangs in Taiwan, the spate of diet- 
men's sons taking over their father's 
seats in Japan, and the succession in 
North Korea. 

The discovery of an American plot 
could perhaps be a way of exploiting na- 
tional pride, — a step explored not long 
ago after the lifting of developing coun- 
try tariff preferences in the US for some 
noe porom products. The speculation 
of a CIA plot woven around the expel- 
led diplomat and his unfortunate con- 





tacts is not quite sheeted home to the 
US Government itself. Prime Minister 
Lee himself has remained above the 
diplomatic flap, which may help pre- 
serve his goodwill in US circles. 

Do Singaporean leaders feel confi- 
dent that “the Americans need us more 
than we need them” — that the US 
needs access to the Malacca Straits, 
might want to use port facilities if the 
Philippines bases go, values trade and 
services access, and generally sees Sin- 
gapore as a friend in a Muslim sea? Do 
the Singaporeans feel that as the US is 
weaker, they can play tough with it? 
“We are a stable society in the part of 
the world where the Americans need 
friends . . .” Lee Hsien Loong said on 29 
April. 

If Singaporeans (and himself) are as 
traditionally Chinese as Lee asserts, 
there may be a genuine cultural inability 
to perceive opposition as anything but a 
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threat and insult. Some Singaporean of- 
ficials have asserted to the REVIEW in 
recent times that a cultural barrier pre- 
vents leaders acknowledging they were 
wrong: the loss of face would be perma- 
nent. 

It is possible that Lee has been influ- 
enced by the toughness of Malaysian 
Prime Minister Datuk Seri Mahathir 
Mohamad, whose attitude to criticism is 
far more combative than his predecess- 
ors’. Is Lee himself trapped in his own 
and Singapore's turbulent past — the 
collapse of British defences, Japan- 


ese occupation, the communist 
"emergency," the bitter separation 
from Malaysia? 


Lee is fond of saying he is not wor- 
ried by the comments of contemporary 
journalists and commentators, but how 
his actions will look five years from 
now. He is prepared to be judged by his- 
tory. It is scarcely a modest attitude. 

















Making witnesses 


in short order 


By Margaret Scott 












The arrest of lawyer 
d Francis Seow, only 
hours after he ap- 
peared in High Court 

on a habeas corpus 
Em] Petition on 6 May, has 
Y Obsession compounded the dis- 
Lom] quiet among foreign 
human-rights groups about the deten- 
tions. Former Harvard law professor 
Jerome Cohen, who observed the hear- 
ing for the Washington-based Asia 
Watch committee, said: "It is really up- 
ping the ante when you go against 
lawyers. It is blatant interference with 
the right of detained persons to get min- 
imal justice." 

Cohen, an authority on East Asian 
legal issues for nearly three decades, 
was meeting Prime Minister Lee Kuan 
Yew around the time Seow was ar- 
rested. "He was handed a message in 
the middle of the meeting that looked 
pretty important. This had to have been 
the very time Seow was arrested." How- 
ever, Lee never mentioned the arrest. 
Cohen would not reveal the content of 
his talks with Lee and other ministers 
but said: "They were perfectly rational, 
perfectly courteous, moderately frank 
— I guess that's all you can say about it 
given what they were doing in the back- 
ground.” 

Cohen has known Lee for nearly 20 
years, and said they have had several 
long, sometimes contentious discus- 
sions at Harvard and in Singapore. Over 
the years, Cohen said, he had refrained 
from commenting on the Singapore 
Government's human-rights record, 
primarily because it seemed to strike a 
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reasonable balance given its regional 
setting. 

Now he considers Singapore to be 
“Orwellian.” 

On both legal and human-rights 
grounds, Cohen said the most disturb- 
ing feature of these ISA arrests has been 
the “assertions made very baldly [by 
ministers] that as long as you don’t phy- 
sically beat somebody, anything else is 
fair. It doesn’t matter whether you deny 
them sleep for up to six days running so 
that they are vegetables and cannot give 
a coherent statement . . . as long as you 
don’t beat them, it’s legal.” 

Government leaders such as First 
Deputy Prime Minister Goh Chok Tong 
and Minister of Trade and Industry Lee 
Hsien Loong, who is Lee’s eldest son, 
have endorsed the use of “psychological 
pressure” by the ISD. A Home Ministry 
statement on the re-arrests said such 
pressure was used “to break down the 
defences which every detainee builds 
around himself, and uncover the truth 
that every guilty suspect wishes to con- 
ceal." 

Cohen called this view a “gross mis- 
conception” of civilised standards of 
treatment and a false re-definition of 
torture. “They are saying you can use 
physchologically disorienting 


and inducements. Anything is pos- 
sible, especially sleep deprivation, and 
that’s considered fair because you are 
tearing away their psychological de- 
fences because you have to get the other 
people before they flee, you have to 
get the evidence before it is destroy- 
ed.” 
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tech- | 
niques: fear, coercion, deceit, offers 





In the sworn declarations of those in 
detention, described by the government 
as recantations of the joint statement, 
Cohen noted that most referred to their 
interrogation during the first few days in 
detention last year as a period of severe 
psychic stress. “A lot of them seem to 
share this false definition of torture. To 
me, it’s physical abuse, it’s cruel and un- 
usual. It’s cruel by the standards of 
civilised society. What does Darkness at 
Noon [Arthur Koestler’s novel about 
Nazi Germany] mean? What is thought 
reform all about? These are rampant 
evils associated with communist re- 
gimes,” Cohen said. 

From his discussions with Lee and 
other ministers, relatives of those ar- 
rested and those in the legal commun- 
ity, Cohen said “you cannot escape the 
conclusion that this is part of an ongoing 
attempt to strike down, destroy anyone 


| who looks like he might be an intelli- 


gent, articulate, credible political candi- 
date of an independent nature.” 
G iven the ISD techniques, Cohen 
said, any statements from anyone 
detained used to substantiate the gov- 
ernment's charges would be suspect. 
"You can make your witnesses to order 
if you give them four or five days. They 
figure with soft people, the intellec- 
tuals, it's quicker," Cohen said. 

While the government claimed the 
detainees had not made specific allega- 
tions about being hit during interroga- 
tion, Cohen said several accounts in the 
public domain, if not the statutory dec- 
larations made in detention, do give the 
names and position of ISD officials al- 
legedly involved. "There is lots of detail 
there if they chose to look at it," he said. 

It was not good enough for ministers 
to state their trust in the “profes- 
sionalism" of ISD. personnel and their 
belief these officials were not capable of 
violence. “How do they know?” Cohen 
said. In his meetings with Prime Min- 
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- ] What judgment will he accept here and 
^ | now? A drop in the PAP vote would 


| worry him, but the lesson drawn would 

















no,doubt be for more intervention. The 
rising figure of talented Singaporeans 
emigrating to Australia and elsewhere 
does worry his government, along with 
a view among Hongkong professionals 
that moving to Singapore is jumping out 
of the frying pan into the fire. 

Where is Lee taking Singapore, if 
not to a more liberal democracy that 
most South Koreans and Taiwanese 
seem to assume is the reward and flower 
of economic progress: — and beyond a 
certain point a necessity for further eco- 
nomic development? How long can the 
PAP stay in unchallenged power with- 


_ Out succumbing to toadyism and corrup- 


tion? Whatever the judgment of history 


in five years on present actions, what 
| kind of system do Lee and his chosen 
1 successors see in Singapore's future? QJ 


| ; sources here agree that the Singapore 

















By Nayan Chanda in Washington 
rowing friction in US-Singapore re- 
lations over trade and human-rights 
issues took a sharp turn for the worse 
with the two countries expelling each 
other's diplomats, tit for tat. While US 


public statements about Singapore's | 


expulsion of first secretary (political) 
Mason Hendrickson have been cau- 
tious, officials privately expressed out- 
rage and a sense of betrayal at what they 
view as an arbitrary and irrational act of 
a country with which Washington has 
had long-standing close ties. 

US administration officials and con- 
gressional as well as independent 
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ister Lee and Home Minister S. | move has seriously damaged the coun- 
Jayakumar — both of them lawyers of | try’s image in the US and undermined 


long standing and the latter a former 
dean of law at the National University 
of Singapore — Cohen urged them to 
revive the proposal for a commission of 
inquiry into the alleged assaults, and 
also to institute safeguards such as tap- 
ing all interrogations. 

The arrests and the leadership's ap- 
proval of the ISD’s techniques, Cohen 
said, had created a perceptible climate 
of fear, especially among lawyers. “Law 
faculties are usually in the vanguard in 
such cases . . . but you don't hear the 
word 'boo' out of these people," he 
said. Long-term legal colleagues in Sin- 
gapore were saying "please don't call 
me" or "call me from a pay-phone." 

Seow's arrest also has robbed the de- 
tainees of their main counsel for the 18 
May habeas corpus hearing. Cohen 
said. "Who will they get as their 
lawyers? It is a thoroughly intimidated 
legal community," he added. "The PM 
has really put the fear of Lee into 
people." ü 
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the high regard Republican and Demo- 
cratic party politicians alike have had 
for Singapore Prime Minister Lee Kuan 
Yew. During his October 1985 visit to 
the US, Lee was given the rare honour 
of addressing a joint session of congress. 

The sources also agree that the Hen- 
drickson affair will undercut the consi- 
derable influence Singapore's able dip- 
lomats especially Ambassador 
Tommy Koh in Washington and Perma- 
nent Representative Kishore Mahbu- 
bani at the UN — have built up for their 
country. 

Washington’s retaliatory demand 
that Singapore withdraw Robert Chua 
was based only on the fact that Chua 
was of equal rank to Hendrickson, 
sources said. Neither Hendrickson nor 
Chua are believed to have intelligence 
connections. The US decision was con- 
veyed personally to Lee by US Ambas- 
sador to Singapore Daryl Arnold. Ar- 
nold also handed to Lee what sources 
said was a “toughly worded” letter writ- 





The Singapore sling: 
US evens the score 








ten by US Secretary of State George 
Shultz. 

In a public statement, the State De- 
partment, while categorically rejecting 
Singapore’s claims that Hendrickson 
and two other unnamed US officials 
were meddling in domestic politics, 


struck a note more of sorrow than of. ] 


anger. "The United States;" the state- 
ment said, “values highly its ties with | 
Singapore, which we have regarded as | 
among our strongest friends in East 
Asia. We are therefore both shocked : 
and puzzled at the allegations that have — 
been made against us." 

In their effort to limit the damage 
and to avoid provoking Singapore 
further, administration officials are re- 
luctant to speak their minds on the af- 
fair. However, sources told the REVIEW 
that Washington's decision to retaliate 
— which is unusual against a friendlv 
country — was taken, however reluc 
tantly, because “failure to do so coul 
be interpreted as US acceptance of Sin- 
gapore's totally groundless charges." 

Washington firmly maintains: 
stance that Hendrickson’s contacts with 
oppositionists in Singapore were within | 
his duties. Privately, sources questioned: 
the veracity of remarks made by Patrick 
Seong, while under Singapore Govern- 
ment detention, in which Hendrickson 
was said to have urged oppositionist 


lawyers to contest elections. These | 
| sources wondered under what cir- 


cumstances Seong's remarks were. ob- 
tained. ez 

A number of congressional sources 
and independent analysts here attribute 
Singapore's expulsion of Hendrickson 
to alleged paranoia on the part of Lee. 
One veteran analyst said the problem is. 
that "Lee's arteries are hardening and 
he is trying to set up a dynasty" — an 
apparent reference to long-standing- 
speculation that Lee is clearing the way ` 
for his son to take power. 

However, other sources suggest that 
while Lee has been irritated by Wash- 
ington's decision earlier this vear to cut 
Singapore's trade benefits under the 
general system of preferences and by 
public US criticism of Singapore's re- 
cent human-rights record and its actions 
against the foreign press operating 
there, “the fundamental reason behind 
all this is to do as much as possible to 
prevent a strong showing by the opposi- 
tion.” 

It is believed that Singapore is pres- 
paring to hold a snap election before the | 
end of this year — perhaps às early as 





mid-year. One source said: “What bet- |. 


ter way to discredit the opposition than. 
to question its patriotism?” 
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THAILAND 


Preacher politics 


Bangkok governor brings a righteous message 


By Rodney Tasker in Bangkok 


| n a land where election campaigning is | 
usually marked by virulent, venal poli- | 


tics, Thailand’s newest party is rapidly 
putting on steam with a clean image and 
a charismatic leader who even has po- 
tential party members screened for per- 
sonal honesty and integrity. 

Chamlong Srimuang, astride the 
white charger of his two-week-old 
Palang Dharma Party (PDP), may not 
be seeking to replace Prime Minister 
Prem Tinsulanond in the 24 July elec- 
tions, but he may go some way to chang- 
ing the country's political style. Ap- 
propriately, palang dharma | means 
"moral force." 

Already the Democratic Party, Thai- 
land's oldest and until recently largest 





fighter. has already begun to attack 
Chamlong publicly. 

In an election campaign that will be 
characterised by the usual party defec- 
tions and attempted mergers before 
money starts being handed out to vot- 
ers, Chamlong's party promises to be 
something of a phenomenon, even 
though it may not have much influence 
outside Bangkok. The retired major- 
general is very popular in Bangkok, not 
just because he has made improvements 
to flood control and street sweeping, 
and has reduced corruption among 
Bangkok Metropolitan Authority offi- 
cials, but because he has a proven re- 
cord as an honest Buddhist who has 
tried to guide people to a higher moral 





hamlong: ‘moral force." 


party, represented in parliament, is try- 
ing to seek an election accommodation | members who were carefully vetted be- 


with Chamlong in Bangkok. With some 
30 dissident MPs leaving the party, the 
Democrats are facing the possibility 
that their present strength of 99 seats in 
the 347-seat House of Representatives 


may be cut in half. They hold 16 of | 


Bangkok's 36, and soon to be 37, seats, 
all of which will be threatened by the 
Bangkok-based PDP. 

Chamlong confirmed to the REVIEW 
that the Democrats were seeking a pact 
to face a common foe, the Prachakorn 
Thai party, headed by fiery orator 
Samak Sundaravej, which won the 
other 16 seats in Bangkok in the 1986 
election. Samak, a seasoned political in- 


— plane. . 
"My image is a 


clean one," Cham- 
long told the 
REVIEW. He stress- 
es that Thais need 
more discipline, 
self-sacrifice and 
sense of responsi- 
bility. In a society 
where profligacy is 
one of the hall- 
marks of success, 
particularly in the 
urban areas, he de- 
scribes his phi- 
losophy as “eat 
less, spend less and 
work harder.” If 
his entry into 
national olitics 
would help to 
shame other politi- 
cians into follow- 
ing his example, so 
much the better, 
he said. 

The PDP, which 
will largely rely on 
support in Bangkok, already has 5,000 





fore being allowed in. Election candi- 
dates are told they will have to abide 


| by Chamlong’s commandments: they 
| should not run in the election with a 


| 


view to obtaining lucrative cabinet 
posts, they should not buy votes, and 


| they should not lie. In fact, Chamlong 


preaches against all the traditional fea- 
tures of a Thai election, and it is a dif- 
ficult platform to attack. 

Chamlong is not without his detrac- 
tors, apart from Samak. “He is a little 
boy scout,” former prime minister Kuk- 
rit Pramoj, now regarded as a senior 
statesman, told the REVIEW. “He is too 
sanctimonious.” Yet Kukrit, had to 












admit that Chamlong was a “very 
clever” man to enter politics at the be- 
ginning of an election period, when 
politicians were settling down to exploit 
a system in which “position-grabbing, 
money-grabbing, and sharing your bed 
with anyone at all” were the order of the 
day. 

There is a more down-to-earth side 
to Chamlong. He is known to be close to 
Prem, whom he served as secretary- 
general during the prime minister's first 
year in power in 1980, and while he him- 
self will not contest this election, any 
successful candidates from his party can 
be expected to vote with Prem. 

Prem will undoubtedly be subjected 
to a great deal of criticism during the 
campaign. His detractors say he has 
been in power for eight years without 
being elected. Opposition politicians 
are more exasperated with his longevity 
in office than with any policy failure on 
his part. Some may also resort to attack- 
ing Prem's personal style. 


Fe this reason, the Bangkok press has 
labelled a merger of opposition par- 
ties as an “anti-Prem coalition." The 
merger so far includes the Community 
Action Party of Prem’s former deputy 
prime minister and economic overlord, 
Boonchu Rojanastien, and former 
prime minister Kriangsak Chomanan’s 
National Democracy Party, which had 
fewer than 20 seats in the last parlia- 
ment. The Democrat dissidents, the 19- 
seat Ruam Thai party and a faction of 
the United Democratic Party (UDP) 
may also join. 

The UDP faction is headed by 
Boontheng Thongsawasdi, a political 
strongman from northern Thailand. He 
could muster perhaps half of the UDP's 


| 38 MPs to join an opposition coalition. 


The rest would remain behind pro-Prem 
stalwart Phol Rerngprasertwit. 

The split in the UDP highlights the 
nature of the Thai political system, in 
which the lack of ideological differences 
means that opposition parties today, or 
factions within them, can become part 
of the government coalition of tomor- 
row. Most are attracted by the prospect 
of cabinet posts and thus potential ac- 
cess to funds. This normally means that 
parties which gain the most parliamen- 
tary seats are in the best position to bar- 
gain for ministries in the horsetrading 
which traditionally follows a Thai elec- 
tion. 

The current four government coali- 
tion parties — the Democrats, the So- 
cial Action party, Chart Thai and Ras- 
sadorn — have agreed not to bring up 
Prem as an issue in the campaign. 
Doubtless, they will want to be in the 
ruling coalition behind Prem again if 
they can maintain their strength, now a 
combined total of 234 seats in the 347- 
seat house, which will be expanded to 
357 seats. The Chamlong factor, how- 
ever, will complicate the post-election 
calculations. 
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Leadership 


is intuition and hard work. 








In the world of gold, UBS acts as a leader: with its own 
trading organization, stretching from New York to London 
to Zurich to Hong Kong - relying on its own refineries — 
pursuing an active financing policy — and, last but not 
least, featuring an AAA rating. Reassurance is golden. 


UBS - committed to excellence. 


UBS in Asia, India and Australia: Branch Offices in Hong Kong, Singapore 3 . 

and Tokyo; Representative Offices in Bombay and Osaka; UBS (Capital r] T Union Bank 
Markets Group), Tokyo Representative Office; UBS (Trust and Banking) Ltd., of Switzerland 
Tokyo; UBS Phillips & Drew International Ltd., Tokyo Branch; 


UBS Australia Ltd., Sydney. Head Office: Union Bank of Switzerland, 
Bahnhofstrasse 45, CH- 8021 Zurich 
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ATR 42-ATR 72 


The cooperation between the AEROSPATIALE 
of France and the AERITALIA of Italy has 
resulted in new aircraft ATR 42 and ATR 72, 
first editions of the ATR family. These are turb- 
oprop jets of a new generation, and are 
respectively equipped with PW 120 and PW 124 
engines. They benefit from state-of-the art 
technology recently developped, in particular 
in the use of composite materials. The ATR 72 
is the first aircraft in the world to be equipped 
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with an outer wing entirely made of carbon 
The ATR 42 and ATR 72 were designed fo 
short distance flights and to answer to fluctu 
ations in airline passenger traffic. Their seatinj 
capacity can be extended from 46 to 70 seat: 
Around them has materialized the ATR system 
Today, to build an aircraft is not enough: abov: 
all, what we are building into it, is its profitabi 
ity. The supporting logistics endow the aircral 
with presence, power, and adaptability. Ou 
siccis are the result and the expression of : 
system: the ATR system. 

OUR GEOGRAPHIC PRESENCE: Over 35 ai 
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lines are already our clients in the five 
continents. 

OUR TECHNICAL PRESENCE: All around the 
world, a maintenance network ensures a 
round-the-clock availibility of the ATR aircraft. 
Toulouse, Washington D.C, and Singapore are 
the principal centers of this network. 

OUR TECHNOLOGICAL PRESENCE: ATR air- 
planes are of a new generation. 

OUR FINANCIAL PRESENCE: ATR can act as a 
financial advisor. 

OUR BUSINESS PRESENCE: 4 marketing 


centers throughout the world, feature a veri- 


L 


table line of products servicing the specific 
needs of each airline. 

More than just a family of aircraft, ATR offers a 
coherent and innovative approach to help air- 
lines operate our aircraft effectively. 
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THERE ARE OCCASIONS WHEN A WATCH BECOMES 
MORE THAN A TIMEPIECE. THE DUNHILL ELITE. 
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Everything that carries the Dunhill name has to be the best of its kind. It has to have a lasting 
beauty and be both useful and dependable. To this end the skills of the finest craftsmen are used 
to work the most precious metals. Dunhill has become a hallmark not just of inherent 
British values but of quality the world over. 





The Dunhill Elite. This is designed in 18ct gold and in steel and is 
from a collection that includes watches embellished with diamonds. It has a slim elegance and unique design 
that make it very much a classic timepiece. The numerals on the white enamel dial have been applied 
by hand individually as a signature of both time and the craftsman's skill. 
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PHILIPPINES 


Travellers, fellows perhaps 


Manila objects to foreign contacts with communists 


By James Clad in Manila 

he Philippines has often pressed 

friendly countries to keep a close eve 
on any of their nationals becoming too 
chummy with the Communist Party of 
the Philippines (CPP). Now President 
Corazon Aquino's government has a 
stronger hand in this lobbying: docu- 
ments seized during recent arrests of top 
CPP cadres in Manila (REVIEW, 14 
Apr.) are said to contain embarrass- 
ingly specific information about for- 
eign links to the revolutionaries. 

The issue has become more pressing 
since Foreign Secretary Raul Man- 
glapus decided to confront various 
countries with bits of information prised 
from the party's Tagalog-language 
documents. When visiting Manila dur- 
ing April. for example, Australian For- 
eign Minister Bill Hayden received a 
copy of a translated CPP document 
written by the CPP's Visayas province 
commission. 

The still confidential paper. ob- 
tained by the REVIEW, describes “inter- 
national solidarity work" from January 
1986 to the end of 1987, and concen- 
trates on the number of people coming 
to Negros with the CPP's assistance. In- 
cluded in the report was a profile of vis- 
itors by nationality and place of origin. 

Topping the list was Japan, which 
sent 877 of the people the communists 
dub as “exposurists” to the island in just 
two years. Visitors from the US took 
second place (132), and from Australia 
third (121). Visitors from the Nether- 
lands (113), West Germany (96), 
Canada (79), France (75), Britain (36), 
Hongkong (34) and Italy (32) com- 

rised the remaining top 10 places in a 
ist naming 31 separate countries. 

By itself the list is merely indicative. 
Journalists and other visitors of varying 
impartiality frequently require the 

arty's help to visit "red areas." That 
deis is needed for visits into parts of 65 
or more provinces which have come 
under CPP influence during its nearly 
two-decade-long insurgency. 

Hayden apparently told Manglapus 
that while he was sympathetic to the 
governments problem, much harder 
evidence of Australian links with the 
CPP was needed before specific action 
could be considered. That echoes the 
approach taken by other diplomats 
here, notably by resident missions of 
countries belonging to the European 
Community. 

Despite its flaws, the CPP report — 
which is accepted as genuine by West- 
ern analysts — does indicate a steady, 
diverse stream of foreign support. Of 
the 1,753 "exposurists" coming to Ne- 
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Kintanar: conf cting intelligence reports. 











gros over 1986-87, the CPP document 
listed 958 as belonging to "support 
groups," and others as members of 
"funding agencies, mass movements. 
political parties" and "government or- 
ganisations." Journalists numbered 
227. 

By itself the documentary notations 
do not cause much surprise: under past 
and present administrations, the Philip- 
pine Government has raised the issue of 
foreign links to the insurgency. In Feb- 
ruary, for example, Manglapus claimed 
that aid in cash or kind from private 
organisations in Western Europe some- 
times reaches the insurgents. "The 
matter cannot be dismissed by some of 
these governments because they them- 
selves admit that a component part of 
the aid is counterpart [funding] from 
the government [concerned]|." Man- 
glapus had said. 


Wes Europe became a prominent 
fund-gathering place for Filipino 
oppositionists during the long years of 
the Marcos regime. For example, Luis 


Jalandoni, the chief representative of | 


the communist-dominated National 
Democratic Front, maintains his 
office in Utrecht, in the Netherlands 
(REVIEW, 17 Dec. '87). Jalandoni stays 
in close touch with a network of Filipino 
"support groups" around Europe, some 
of which are alleged to funnel money to 
the CPP. 











| 





The Netherlands Government says 
Jalandoni, a Dutch citizen, is breaking 
no laws. It claims it has no power to con- 
trol the affairs of private aid bodies 
receiving government subsidies, which 
in most other West European countries 
would be a sign of support for anti- 
Philippine Government groups. 

During a short visit to Tokyo in early 
April, Manglapus also raised the issue 
of Japanese visitors sympathetic to the 
CPP. Apart from 40-50,000 Filipinos on 
six-month "entertainment" visas in 
Japan, another 10-20,000 Filipino citi- 
zens reside there, often as wives of 
Japanese. Money collected from these 
residents, and from charitably minded 
Japanese, for various humanitarian pro- 
jects, sometimes goes in another direc- 
tion. 

The Japanese-based groups svm- 
pathetic to the CPP’s revolutionary 
aims include the Japan Committee for 
Afro-Asian People's Solidarity and 
groups linked to the Japanese socialist 
and communist parties. "There is al- 
ways some risk that the promised milk 

owder turns into Kalashnikovs," one 
«nowledgeable observer said. 

There is some slight sign of change in 
Tokyo's approach. The Japanese press 
in recent months has taken a harder 
look at a succession of “cause-oriented” 
visitors from the Philippines, notably at 
à party of women activists from the 
Left-leaning group Gabriela, ostensibly 
in Japan to highlight the plight of mail- 
order brides but alegea drumming up 
support for the insurgency as well. The 
REVIEW understands that Tokyo re- 
cently denied a visa to Nelia Sancho, a 
prominent Left-leaning figure and an 
unsuccessful candidate for the Philip- 
pine Senate in the May 1987 elec- 
tions. 

The CPP report given to Hayden in- 
cludes figures on “exposurists” from 
Asean countries visiting Negros — a 
total of 31 over two years. Asean dip- 
lomats suggest these contacts could be 
linked to Catholic activist networks 
across Southeast Asia. For example the 
Philippine group Peta, a nationalist- 
minded theatre and education group 
which operates openly in Manila, had 
ties to Catholic activists recently de- 
tained in Singapore through the Third 
Stage theatre group and, according to 
the Malaysian Government’s recent 
white paper on its security detentions 
last year, with a Malaysian theatre 
group called Pentas. 

Sources familiar with the recent lobby- 
ing said that Manila’s case would be 
better made if it methodically sifted the 
large cache of documents and informa- 
tion taken when the intelligence service 
of the AFP captured communist New 
People’s Army chief Romulo Kintanar, 
CPP secretary-general Rafael Baylosis 
and other cadres on 29 March. But 
quarrelling within the AFP's different 
intelligence services, of which there are 
many, complicated the task. u 
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Going for the jugular 


Congress mounts unprecedented attacks on opposition 


By Salamat Ali in New Delhi 


xs recent session of the All-India 
Congress Committee (AICC), the 
ruling party's highest forum, has set the 
tone for a new and aggressive style of 
political campaigning that may seriously 
damage some national institutions. 
AICC sessions — attended by delegates 
from all over the country — are usually 
occasions for high-minded statements 
on national goals and policies, but the 
recent one approved an indictment of 
the entire range of the opposition par- 
ties that was unprecedented in its viru- 
lence and lack of restraint. Former In- 
dian president Zail Singh was accused of 
conspiring with alien agitators to de- 
stabilise the country, while ousted de- 
fence minister V. P. Singh was labelled 
a CIA agent during the 23-24 April ses- 
sion held in Madras. 

The attacks were the Congress' re- 
sponse to continuing opposition charges 
of bribery in defence purchases, and of 
rank inefficiency in handling seces- 
sionist Sikh terrorism, the equally 
intractable problem of Gurkha agita- 
tion in Darjeeling and other national is- 
sues. The aggressive new trend could 
develop into a no-holds barred battle of 
vilification in the run-up to national 
polls, which must be held by the end of 
1989. Some observers see the Congress 
attacks as indicating the government 
may opt for early elections. 

The political resolution at the session 
called the opposition parties forces of 
reaction and destabilisation, or prac- 
titioners of alien ideology forming an 
opportunistic, unprincipled alliance to 
grab political power. Lampooning the 
entire opposition spectrum, the resolu- 
tion added: "The Congress and its lead- 
ers had to bear the brunt of unfounded 
and unprincipled attacks in more inten- 
sified forms. These forces, lacking in 
positive content, tried to make up for it 
with unfounded personal vilification 
through a campaign of falsehood and 
slander against [Prime Minister] Rajiv 
Gandhi.” 

But it was Home Minister Buta 
Singh’s attacks on the opposition at the 
session which caused a sensation. The 
minister alleged that then president Zail 
Singh, before he retired last year, tried 
to subvert the constitutional process by 
planning to dismiss Gandhi and split the 
Congress. The president’s house had 
become India’s most dangerous security 
risk because he used it to shelter 
smugglers and violaters of other laws, 
including those prosecuted for various 
offences, alleged the home minister. He 
also said the Supreme Court had or- 
dered an inquiry into the charges 








against Zail Singh. These facts had been 
kept quiet until now because the gov- 
ernment had wished to placate the 
former president. Gandhi had even 
dropped one of his ministers from the 
cabinet after Zail Singh threatened not 
to record his presidency farewell mes- 
sage if the minister remained. 

Another member of the Gandhi 
team, Minister of State for Home Af- 
fairs P. Chindambaram defended the 
prime minister's right to withhold infor- 
mation from the president — one of Zail 
Singh's grievances — and condemned 
what he said was an attempt to make the 
presidency powerful at 
the cost of the cabinet. 
He added: "Rajiv Gan- 
dhi is the prime minister 
of India and not the 
principal information of- 
ficer of the president." 

V. P. Singh was the 
other prominent target 
of the Congress session. 
Madhya Pradesh Chief 
Minister Arjun Singh 
called the former de- 
fence minister's current 
activities in the opposi- 
tion camp an act of 
betrayal of his erstwhile 
benefactor, the Con- 
gress. The political re- 
solution was equally 
scathing — if more ob- 
lique — in its denuncia- 
tion of V. P. Singh. It 
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(AIADMK) party, who pioneered the 
populist approach now denounced by 
the prime minister. The criticism now of 
this type of populism follows the es- 
trangement of the Congress from both 
of the post-Ramachandran factions of 
the AIADMK and Congress’ decision 
to contest the next Tamil Nadu state 
elections independently for the first 
time in 13 years. 

Unlike the ruling party’s session in 
Bombay three years ago, the latest 
gathering did not indulge in any intro- 
spection or self-criticism. More than 
any worry over the party’s growing or- 
ganisational weakness, the Congress 
leadership this time had its sights fixed 
on the next general elections. 

The Congress is acutely aware that it 
has never secured an absolute majority 
of the registered votes. Since the mu- 





| Buta Singh: sensational allegations. 


tually antagonistic opposition parties 
jointly account for a majority of the 
votes cast in every general election, the 
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declared: “The anti- 
Congress forces are once again dream- 
ing of a new version of a grand alli- 
ance under a new prophet of un- 
truth.” 


he remarks led Janata Party MP 

Subramaniyam Swami to raise the 
issue in the parliament two days later. 
He said the government was now assert- 
ing that the then president of India had 
conspired last year to destabilise the 
domestic political situation, and that the 
former defence minister was a CIA 
agent. Next, the government might de- 
clare “any of its ministers to be any- 
thing,” said Swami. 

In his own address to the Congress 
session, Gandhi sharply attacked oppo- 
sition parties’ state governments for 
populist programmes like subsidised 
rice, cloth and shoes. But Gandhi's own 
government recently gave the highest 
national award posthumously to M. G. 
Ramachandran, the former Tamil Nadu 
chief minister of the All-India An- 
na Dravida Munnetra Kazhagam 


prospects of opposition unity frighten 
the Congress, which has ruled India 
since independence with only one break 
— and that came about through short- 
lived opposition unity. 

The opposition parties currently are 
polarised ideologically into Right, Left 
and centre. V. P. Singh has formed Jan 
Morcha — which he calls a forum rather 
than a political party — which has suc- 
ceeded so far in bringing the centre and 
the Left closer. He is trying hard to 
overcome the communist parties’ re- 
fusal to associate in any way with the 
Right, represented by the Bharatiya 
Janata Party. Of late he seems to be 
making some headway. 

The Congress does not relish the 
prospect of Jan Morcha's success at a 
time when its own image is tarnished by 
allegations of corruption and ineffi- 
ciency. Hence, last month’s AICC ses- 
sion has achieved little except to tell the 
party’s rank and file to put the re- 
strained style of politicking behind them 
and turn aggressive. o 
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Pre-empting protectionism 


Japan begins forging stronger ties with Europe 


By Anthony Rowley in London 
apan’s new diplomatic offensive in 
Western Europe is being viewed as a 

shrewd mixture of idealism and realism 

— one that recognises the relative eco- 

nomic decline of the US and also ac- 

knowledges that the need to improve re- 

lations with Europe is likely to grow a 

good deal stronger in the next decade. 

This offensive, or “international- 
cooperation initiative” as Japanese 
Prime Minister Noboru Takeshita label- 
led it during his visit to Italv, Britain and 
West Germany in the first week of May, 
has on the whole been favourably re- 
ceived in Europe. Their view is that 
Japan needs to raise its global diploma- 
tic profile and to engage in an interna- 
tional political dialogue in keeping with 
its major economic position in the 
world. 

Takeshita, who will visit 
Belgium and Holland in late 
June on the second leg of his 
diplomatic initiative, is laying 
considerable stress on the 
need for greater cultural in- | 
terchange and understanding | 
between Japan and Europe. 
But it is the economic and po- 
litical aspects of the relation- 
ship which most interest 
Europeans. 

Takeshita's repeated ref- | 
erences in London and else- | 
where to the cultural debt 
Japan owed to Europe after 
the Meiji Restoration and 
his call for a new “Silk 
Road" of cultural exchange 
between Japan and Europe 
appear to reflect a genuine 


France. 


idealism on cultural rela- 
tions — the need for an 
East-West “passage of 





hearts,” as he put it. But 





issues, however, the Takeshita govern- 
ment sees a need to ease frictions by 
deepening relations with Europe at va- 
rious levels. 

Trade and commercial frictions did 
loom large in Takeshita’s discussions 
with British Prime Minister Margaret 
Thatcher — especially the admission of 
more British financial institutions to the 
Tokyo Stock Exchange and the Japan- 
ese tax on whisky imports — though not 
to the exclusion of wider political issues 
concerning Asia, such as Afghanistan. 

Sources close to Thatcher told the 
REVIEW that Britain has a strong desire 
for a "broader-based relationship" with 
Japan once the trade irritants have 


been removed. 

At the West German Foreign Minis- 
try in Bonn there is less preoccupation 
with the trade question 


though Ja- 






Takeshita and West German Chancellor Helmut Kohl in Bonn. 
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speech in London where he unveiled the | 


so-called international cooperation ini- 
tiative, based upon “three pillars." 
These are: the strengthening of cooper- 


| ation for peace through non-military 
| means, the strengthening of interna- 


tional cultural exchange and "further 
quantitative and qualitative improve- 
ments in Japan's official development 
assistance." 

Takeshita made it clear that, in his 
view, the current trilateral relationship 
among the US, Japan and Europe is 
rather unbalanced, with Japan-Europe 
relations representing the weak element 
in the triangle. Japanese Government 
sources in London elaborated this 
point, noting the "comparative decline 
of US dominance over the Western 
world" and the consequent "structural 
changes in the Western alliance." 

This accords, too, with the view in 
Brussels, the EC's administrative capi- 
tal, that Europe will play a greater part 
in global political and economic issues 
after 1992, It is also significant in the 
context of Takeshita's comment that 
economic growth in the Asia-Pacific re- 
gion is "causing the world economic 
be redrawn." Although he 
did not announce anything by 
way of a formal Marshall Aid 
plan for developing countries 
during his European visit, as 
had been expected in some 
quarters, Takeshita did 
promise further increases in 
Japanese Overseas Develop- 
ment Aid and help for heavily 
indebted developing coun- 
tries (see page 40). 

As one of his aides made 
clear in London, Tokyo ex- 
pects these questions to fig- 
ure large at the annual G-7 
summit meeting of Western 
(including Japanese) leaders 
to be held in Toronto in June. 
Takeshita’s European visit 
was partly a prelude to that 
summit. 

Takeshita noted that 
Japan's constitutional bar on 
extending military assistance 
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there was no doubting the un- 


-————— 


derlying realism of his Euro-crusade. | panese taxes on spirit and wine imports 


With the planned full economic inte- 
gration of the 12-nation EC in 1992, plus 
the closer linkage of the the six-member 
European Free Trade Area with the EC 
(REVIEW, 5 May), Japan is mindful of 
what this could portend for European 
protectionism towards the rest of the 
world, and for East Asia in particular. 
Takeshita's Euro-initiative appears to 
be designed in part to pre-empt such 
problems. 

A Japanese Foreign Ministry source 
indicated to the REVIEW that while 
Japan welcomed the "historic decision" 
to create a single European market in 
1992, Tokyo hoped that the market 
would be "open and non-discrimina- 
tory." Rather than simply stressing trade 








have become an EC-wide issue — and 
more emphasis on the need 
strengthened political dialogue with 


Japan. 


fficial Bonn sources indicated that 
though Japan and the EC frequently 
coordinate their positions at the UN, 
there is need for more Japan-Europe 
cooperation on international issues such 
as arms control, Soviet-Western rela- 
tions, the Middle and near East and in- 
ternational economic aid. Bonn's view 
is that Japan needs to adopt a "higher 
international profile" on all such issues. 
This accords broadly with the Japan- 
ese view as expressed by Takeshita to 
the Western heads of state and in the 
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in international conflicts 
“does not mean that Japan should stand 
idly by with regard to [preserving] inter- 
national peace.” From a “political and 
moral viewpoint, [Japan] should extend 
cooperation to the utmost of its ability,” 
he said. 

In future, this would include “posi- 
tive participation in diplomatic efforts 
[including] the despatch of necessary 
personnel and the provision of financial 


| cooperation aimed at the resolution of 


regional conflicts.” 

An aide explained that this meant 
the provision of civilian experts, such as 
the Japanese Government officials allo- 
cated to the UN team monitoring the 
Soviet withdrawal from Afghanistan. 
Japan is setting aside US$5 million ini- 
tially for financing such activity. u 
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Foreign mediation could 


help end Burma's civil war 


here is a civil war in Burma which 

has so far lasted 40 vears and yet few 
people outside the country know or care 
about it. Is it not time for the Asean 
states and other countries to take note 
of this struggle and try to find a solu- 
tion? Stability and peace in the region 
cannot be assured so long as this seem- 
ingly endless war continues. 

The war is not, as so often charac- 
terised by Rangoon, a struggle between 
legitimate government and various 
groups of bandits and insurgents whose 
real interest is smuggling, opium-trad- 
ing and preying on the people who live 
in the areas they control. It is about 
democracy, equality and the preserva- 
tion of traditions and cultures which 
have existed alongside ethnic Burman- 


| Buddhist culture for many centuries. 


Despite various minority insurgents’ 
pleas to the outside world — especially 
to the UN, the US and to other coun- 
tries which have traditionally defended 
the values for which these insurgents are 
fighting — no government has officially 
taken note of nor sought to help resolve 
this overly long conflict. 

Nothing demonstrates more clearly 
the differences between the govern- 
ment and the minorities on the war, the 
opium-trade problem and the issues of 
democracy than a comparison of their 
goals, tactics and leadership as express- 
ed in the words and actions of the two 
sides. 

For 25 years, the military govern- 


ment in Rangoon has argued that a unit- | 


ed country can be achieved only if all 
groups accept its centralised leadership. 
Under Burma’s [974 constitution, the 
country is nominally a federated state 
and the people theoretically enjoy equal 
rights and protection of their individual 
cultures. In fact, political power is cen- 
tralised in a one-party constitutional 
dictatorship, and the interests of the na- 


tional government, as its leaders inter- | 


pret them, supercede individual or com- 
munity rights. 

Although the military offered to 
negotiate an end to the civil war in 1963 
and again in 1980-81, nothing came of 
these efforts because the two sides could 
not agree on the fundamental nature of 


the union and the rights of the people | 
therein. The non-Burman minorities re- | 


minded the government that they had 
entered the union voluntarily in 1947. 


At that time, the Burman leaders had | 


promised the minorities protection of 
their rights and traditions, states of their 
own on territories they had historically 
occupied, local autonomy and free poli- 
tical expression.” 
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However, the current leaders in 
Rangoon have either ignored history or 
sought to rewrite it in a manner which 
furthers their own goals and ideology. 
As a result, the government's real solu- 
tion to the problem of civil war is not 
negotiation, but force. 

Since 1984, Rangoon has stepped up 
its military campaigns against the va- 
rious insurgent groups. though it can ill- 
afford to waste its scarce resources. 
Through an increasingly vicious war, 
which has run roughshod over the basic 
human rights of peasants caught up in 
the fighting, the central government has 
deepened divisions in society. 

In the past year, Rangoon launched 
a major drive to defeat the insurgents 
and recover control of land bordering 
China, Laos and Thailand. Attacking 
ethnic Mon rebels in the south, Karens 
and Karennis in central Burma and 
Kachin insurgents and fighters of the 
Communist Party of Burma (CPB) — 
not a minority-led group — in the north, 
Rangoon trumpeted its initial victories 
but said next to nothing about its sub- 
sequent defeats, retreats and casualties. 
Yet, despite these and other failures, 
the war goes on, with neither side strong 
enough to defeat the other. 


angoon draws support from the 

UN and aid from the US for its cam- 
paigns to eradicate opium production, 
primarily in the Shan and Kachin states. 
Over the past three years, the govern- 
ment has sought to eliminate opium at 
its source through chemical spraying by 
American-supplied aircraft. 

While Rangoon accepts interna- 
tional praise for this effort, it has not 


| explained why the 1987 crop was the 


largest ever, despite the spraying. Part 
of the answer may be that it does not 
spray in the northeast corner of Shan 
state — where nearly 50% of the total 
opium crop is grown. — because the 
CPB has anti-aircraft. weapons and 
poses a threat to the unarmed aircraft. 
But another reason for the program- 
me's ineffectiveness is that crops are 
sprayed from high altitudes and without 
ground spotters. As a result the chemi- 
cals indiscriminately affect opium and 
non-opium crops alike — and pose a 
health hazard to peasant families and 
domestic as well as wild animals. In ad- 
dition, there is a high incidence of cor- 
ruption among Burmese military per- 
sonnel, who solicit bribes in exchange 
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Josef Silverstein is a professor of poli- 
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for turning aircraft under their control 
away from opium-growing areas. 

The government levels charges, jus- 
tifiably, against its political enemies for 
conducting illegal cross-border trade 
with Burma's neighbours. Until 1984. 
when the government attacked cross- 
border trading points on the Moei 
River, an orderly trade had existed be- 
tween Thailand and Burma in consumer 
goods from the former and timber, cat- 
tle, minerals and art objects from the 
latter. The fighting forced the trade 
away from Karen-controlled areas to 
the Tenasserim peninsula and the bor- 
der area with China, where consumer 
goods come in from Malaysia and 
China, respectively. 

No one knows the value of the trade, 
which supplies Burma's black market, 


but in 1985, together with the opium 


trade, it was conse rvatively estimated at 
more than USS250 million. Thailand 


: would like to see its non-drug, cross- 


border trade with Burma restored on a 
legal basis and has been seeking Ran- 
goon's cooperation on the issue. But the 
Burmese Government, unable to con- 
trol its side of the border, says the time 
is not right. 

The minorities perceive the cross- 
border trade differently. They argue 
that since the goods moving out of 
Burma come from their own territory 
and, therefore, belong 














to tax opium production and use these 
funds for internal development and to 
buy arms and other war material. 
Burma's several minority rebel gov- 
ernments exercise jurisdiction over vast 
areas, with local administrations pro- 
viding such basic services as education 
and health care. The economies of these 
areas depend mostly on agriculture and 
cottage industries though, in some 
areas, logging and mining are important 





sources of income. The minority gov- 
ernments maintain generally disciplined 
armed forces. 

In those areas where fighting takes 
place, ordinary peasants fear being 
rounded up by government forces and 


moved into armed encampments Or, | 


worse, being forced to serve as porters 
or even as spotters for land mines in 








to their own people, 
they are not thieves as 
Rangoon often claims. 
It is the government, 


they argue, through 
its self-proclaimed 
socialist ownership 


policies, which is ille- 
gally taking timber, cat- 
tle and minerals from 
minority areas and not 
returning profits from 
their sales to the minor- 
ity states. 

Opium is a different 
matter. The minorities 
are on record as oppos- 
ing its production and 
trade. In the area con- 
trolled by the Karens, 
the production, trade 
and use of opium is ban- 
ned. In Kachin and 
Shan states, — these 
minority groups tolerate its growth and 
some even profit from it. However, the 
Kachin Independence Organisation — 
the dominant political group in Kachin 
state — and some of the Shan groups 
have spoken out against its production 
and trade. 

The minorities oppose the indis- 
criminate government spraying. They 
see it as an attack on their people and 
food supply — not on opium. They note 
that Thailand has significantly reduced 
the cultivation of opium there without 
high-altitude spraying. Until the civil 
war ends, these minorities will continue 














ciples of democracy, equality and self- 
determination. NDF minority groups 
seek their own governments. led by 
their own parties and leaders. However, 
they recognise the need for a central 
government. 


n the crucial issue of a national army, 
the NDF argues that it should be 
based on locally recruited state militias 
which could be called into national ser- 
vice should the country face.an external 


threat. The NDF demands that Ran- 
goon's forces be withdrawn from the 
territories of its member groups. 

How the world defines the conflict in 
Burma is important in determining what 
role, if any, the international commu- 
nity should play in it. International law 
recognises three stages of internal strife: 
rebellion, which: would. normally. be 
confronted by a country's police force: 
insurgency, which might require domes- 








belligerency,” which can be declared by 
the country in question or simply recog- 
nised as existing there by other mem- 
bers of the international community, 


It is only when a state of belligerency | 


is declared or recognised as existing by 


members of the international commu- © 


nity that forces opposed to a country's 
officially recognised government gain 


international status and may be openly 


supported by a foreign 








state. Otherwise, for- 
eign governments are 
obliged either to remain 
neutral towards another 
country's domestic con- 
flicts or to support the 


officially ^ recognised 
government in ques- 

| ton. 
Although Rangoon 


is unlikely to declare a 
state of belligerency, as 


minority rebel groups 
to gain international 
status, a good argument 
could be made that such 
a state in fact exists. 





rency in Burma is recog- 
nised by the interna- 
tional community, giv- 
ing foreign governments 
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areas where fighting is in progress. 
Often they are separated from the other 
members of their families. 

A decade ago, several of the minor- 
ity groups came together under the 
leadership of Bo Mya. leader of the 
Karen National Union, to form the Na- 
tional Democratic Front (NDF). Bo 
Mya was succeeded by Saw Maw Reh. a 
Karenni leader. in 1987. 

The NDF's position is that it seeks an 
end to the war and negotiations with 
Rangoon on an equal footing to form a 
truly federal union. The NDF says the 
federation should be based on the prin- 


some legal basis for be- 
coming involved in the struggle, a solu- 
tion to the country's 40-year-old conflict 
might be negotiated with foreign help, 
perhaps in the form of mediation. 

If Asean were to recognise a state of 
belligerency in Burma. it could then be- 
come involved by using its influence to 
bring both sides to the negotiating table. 
Asean would not be without leverage. If 
either Rangoon or the NDF refused to 
negotiate in good faith. Asean could 


provide aid to one side or the other: 


The Asean countries could also offer 
post-settlement economic and technical 
aid to a united, peaceful Burma. n 
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Whether you're buying, selling or 
merging, there are ‘windows of opportunity’. 


With our help, you'll find 
more of them. 


Andthey'll open wider. 












When you're considering the 
ossibility of a merger, an acquisition or a 
ivestiture, good prospects are few and far 
E between. 





: And even with a good prospect, the 
right opportunity can be a fleeting one. 

If all ofthe many 

| resources required to complete 

- the deal aren't at your immediate 

disposal, a window of opportunity' 














can suddenly close, at any of a 
number of stages in the proceedings. 






Leaving you on your own in the dark: 
very likely with bruised fingers. 

- But Chase can make things easier 

e e word go. 










Our international 
-presence gives us an unsurpassed 
awareness of which companies 
are in the market — and for what — 
virtually anywhere in the world. 
We can locate prospects that other 
‘banks simply haven't got wind of. 













And having done so, we're better 
placed to fasten onto them. Fast. 

Because, unlike other 
banks, we have mergers and 
acquisitions teams on the spot, and 





in the know, in every major 
business centre around the world. 

Armed with very considerable 
expertise and backed by specialists with career 





For further information in the strictest confidence, contact Pat Alexander in Hong Kong an (5) 8431308, 
Hasan Askari in Tokyo on (3) 287 4100, or Lim liew Keng in Singapore on 530 4246 


experience in every major industr : 
electronics, plastics, textiles; steel shipping, 





mining, petroleum and entertain 
name but a few. 












Which means that we c 
unusually clear understanding 
So that whether buying 
you'll receive a more accurate assessment 








valuation, and better advice as to the negoti tion. 
strategies and tactics that ought to be employed. 
Finally, we can call on a whole 







arsenal of funding options. 






And our specialists in equity. 
underwriting, placement and financing, 
leveraged buyouts, corporate restructurit 
asset deployment will work with you to 
get what you want. 
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necessary mergers and acquisi 
financing skills — all stem fr 
















Our total global banking capab ity. 

Integrating size, international netwo 
and highly specialized industry knowledge . 
with the broadest array of commercial and 
investment banking products and services, this 
capability is what sets us apart from all other 
financial institutions. 

And it's available to you world wide. 

Call us now, in complete confidence, 
to talk about those ‘windows of opportunity’. 

We think you'll see the light. 
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The Plaza, New York. The St. Francis, 
San Francisco. The Century Plaza, Los 
Angeles. Names recognised around the 
world for their exceptional standards of 
Sty le and service 

[hese and 36 other deluxe hotels across 
the USA and Canada are one-of-a-kind 
hotels with one thing in common. They all 
share Westin’s unc ompromising commitment 
to meeting the needs of today’s most 
discriminating business travelle: 

The more you travel to North America 
the more you will appreciate the advantages 
of staying Westin. 
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AFGHANISTAN 






By Salamat Ali in New Delhi 
| Ag President Najibullah's 3-6 
May visit to New Delhi has signal- 
led India's open involvement in the Af- 
ghan imbroglio on the side of his com- 
munist regime. The visit produced im- 
eai Indian promises of pressure on 
akistan to constrain its involvement in 
the widely anticipated drive by mujahi- 
deen rebels on Kabul. India indicated to 
Najibullah that it would use its consider- 
able prestige among the non-aligned na- 
tions to break his current isolation in the 
non-communist world and will partici- 
pate in the US$300-million annual for- 
eign-aid package he wants to help re- 
habilitate the Afghan economy. 
New Delhi was responding to fears 
— shared by Najibullah's patrons in 
Moscow — that a mujahideen success 
could eventually result in the setting up 
of a fundamentalist Islamic 





India gets involved 


Gandhi signals support for Najibullah's government 


à euphemism for minor guerilla groups 
— to deal "heavy and severe blows" to 
the mainline armed Afghan resistance. 
He seemed to place some store on the 
reported rift among the seven Pakistan- 
based Afghan resistance groups, three 
of which Kabul considers to be moder- 
ates. The moderates' leaders are plan- 
ning to meet in Geneva soon, and the 
Kabul regime hopes they will be able to 
persuade Shah to join them in the pro- 
posed government of national reconcilia- 
tion. 

Kabul-based diplomats assert that 
Najibullah was taken by surprise and 
highly pleased when Gandhi announced 
his invitation for a state visit. This was 
the first invitation received from a non- 
communist country and was accepted 
with alacrity because it came at a time 





Afghanistan’s relations with Pakis- 
tan have always been either hostile or 
indifferent, except for a brief period of 
warmth near the end of former Afghan 
president Mohammad Daud's era. be- 
fore he was murdered in a communist 
coup of 1978. Alarmed by Soviet pene- 
tration of Afghan state apparatus, Daud 
had negotiated with Iran and Pakistan 
an agreement to break the Soviet hold 
over the Afghan army, bureaucracy and 
economy. Part of the accord was to 
be Daud's recognition of the Durand 
Line. 

India is concerned also because of re- 
ports that Pakistan is looking forward to 
cashing in on the long years of its associ- 
ation with the Afghan national resist- 
ance to Soviet occupation. Some of the 
fundamentalists among the Afghan 
guerilla groups are fighting for nothing 
short of an Islamic revolution in Af- 
ghanistan, and these groups have gone 
to the extent of proposing an even- 
tual confederation between an Is- 
lamic Afghanistan and Islamic Pakis- 
tan. 

Currently, neither Moscow nor New 
Delhi relish the prospect of the Afghan 





regime in Kabul. India also 
is concerned that Pakistan 
will redeploy military 
forces to their joint border 
and that the flow of Afghan 
weapons reaching Sikh 
separatists in the Punjab 
could increase. 

Concluding his visit, 
Najibullah was euphoric in 
praising the outcome of his 
discussions with Prime 
Minister Rajiv Gandhi and 
other Indian leaders who 
had done their best to 
make his visit as high-pro- 
file as possible. When as- 
sessing foreign warmth to- 
wards his regime, Najibul- 
lah put India on the same 
level as the Soviet Union. 
And he welcomed Presi- 
dent R. Venkataraman's 











| Najibullah is greeted by Gandhi: high-profile visit. 


guerillas racing to Kabul 
and establishing a fun- 
damentalist regime. Aware 
of Afghan national senti- 
ments, Najibullah was con- 
verted to Islam late last 
year and made Islam a state 
religion, changing his name 
from Najib. His is the first 
ever Islamic communist 
government and, for that 
reason it is far more accept- 
able to both the Indians and 
the Soviets than any fun- 
damentalist regime. 

Fears have been ex- 
pressed in India as well that 
Pakistan, relieved on the 
western front, could shift a 
large number of troops and 
a considerable array of 
weapons to the eastern 
border. Also, the current 
trickle of Afghan guerilla 








declaration that India had a 
strong aversion to outside intervention 
in Afghanistan's domestic affairs. 

At his press conference, Najibullah 
argued for an Indian role in the Afghan 
national reconciliation process. Taking 
note of the contacts Indian diplomats 
have been making with some prominent 
Afghan refugees, he said New Delhi 
could play a major role in persuading 
former Afghan monarch Zahir Shah 
| and some overseas moderate Afghan 
| groups to return home. 

However, he insisted that the former 
| king and the moderates should join a 
government of reconciliation headed 
by himself and with his communist 
People's Democratic Party of Afghanis- 
tan forming the core of such a govern- 
| ment. He envisaged this government in- 
cluding "second-rank armed groups" — 
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when a propaganda blitz in support of 
the mujahideen, timed to coincide with 
the beginning of the Soviet troop with- 
drawal, is expected. There is wide- 
spread speculation that this war of 
words will end in a Pakistan-backed 
combined guerilla drive on Kabul. 


ndia for its part cannot resist the 

temptation of jumping into the fray for 
both historical and current political 
reasons. Against the background of its 
hostile relationship with Pakistan since 
Partition, New Delhi has assiduously 
cultivated Kabul in its dispute with Is- 
lamabad over the two countries’ joint 
border. Kabul does not recognise the 
Durand Line — a border inherited from 
the British — which puts some Pathan 
tribal areas inside Pakistan. 





AP 
z] weapons into Sikh separa- 
tists’ hands in the Punjab could turn into 
a torrent, confronting India with a for- 
midable army on its border and an im- 
possible domestic situation in Punjab. 
But while casting its lot with Najibul- 
lah’s communist government, New 
Delhi has sought to assuage Pakistan’s 
feelings. It sent Foreign Secretary K. P. 
S. Menon to Islamabad on a day’s visit 
on the eve of Najibullah’s arrival. 
Menon declared that India did not wish 
to land its troops in Kabul as feared by 
some sections in Pakistan and also that 
his visit helped him understand Pakis- 
tan’s point of view on Afghanistan. But 
some circles here believe that he re- 
turned disappointed, for he did not see 
in Islamabad any willingness to let India 
in on the game or offer it satisfactory as- 
surances on Punjab. a 
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SOUTH KOREA 


Rough road ahead 


Roh’s government faces a tough, revitalised opposition 


By John McBeth in Seoul 

t has not been a period of easy adjust- 

ment for President Roh Tae Woo's 
ruling Democratic Justice Party (DJP) 
following its failure to achieve a major- 
ity in South Korea’s 26 April parliamen- 
tary elections. And with the national as- 
sembly scheduled to open in the next 
few weeks, the going could get a lot 
tougher as efforts are made to establish 
dialogue with a revitalised opposition. 

For many analysts, Roh has made a 
less-than-convincing start and has failed 
to calm fears over how the expanded 
299-seat assembly will function with the 
combined opposition commanding a 25- 
seat edge over the DJP. They believe re- 
cent changes in the party hierarchy 
point to a lack of genuine depth in a 
party that has ruled with little thought 
for compromise over the past eight 
years and is now trying to be what one 
adviser calls “a born-again something." 

And then, in a cabinet reshuffle that 
fell short of expectations, the president 
made only two — but nonetheless signi- 
ficant — changes, appointing his cam- 
paign manager, Lee Chun Ku, as home 
affairs minister in place of Lee Sang 
Hee, and bringing in former justice 
minister Bae Mung In as director of the 
powerful Agency for National Security 
Planning (NSP, formerly the KCIA ). 

Lee, a quiet-spoken retired brig- 
adier. is a former DJP secretary- 
general whois being rewarded for his ef- 
forts in last December's presidential 
election. Although he has a reputation 
as a hardliner, party sources insist he 
has since moderated his views. 

Bae takes over his new post at a time 
when the opposition is pressing its de- 
mands for an end to internal political 
surveillance by the NSP and the De- 


fence Security Command — part of 


a package of reform measures which 
include the neutralisation of the police 
and also the revision of the National 
Security Act under which thousands of 
political activists have been jailed. 

Easily the most controversial choice 
in the party reshuffle was that of Park 
Jun Pyung às secretary-general — an 
appointment which some South Korean 
commentators put down to the influ- 
ence of senior presidential secretary for 
political affairs Choe Byung Yul, one of 
Roh's closest advisers. A retired four- 
star general, Park gained notoriety in 
dissident circles as commander of the 
20th Division, which was responsible 
for mopping up operations in the latter 
stages of the anti-government 1980 
Kwangju uprising. 

With the Kwangju anniversary only 
days away and Kim Dae Jung, leader of 














the main opposition Party for Peace and 
Democracy (PPD), calling for a full- 
scale assembly investigation into the 
1980 blood-letting as part of the legisla- 
ture's new powers, the former military 
intellipence chief and now two-term 
lawmaker hardly appeared to be a pru- 
dent choice at this juncture in South 
Korea's political development. 
Although it can probably be re- 
garded as less significant, there was in- 
terest all the same in the selection of 
three other former generals as heads of 
provincial party chapters — former de- 
fence minister Chung Ho Yong (North 
Kyongsang), Kim Sik (South Cholla) 
and Chung Soon Duk (South Kyong- 
sang). Chung Ho Yong and Kim are 
both military classmates of Roh and 








retary in the presidential Blue House 
and a boyhood friend of Roh, probably 
has the more onerous job. On his shoul- 
ders will rest the task of working behind 
the scenes in an effort to develop com- 
mon ground with the opposition and 
avoid the very real prospect of legisla- 
tive paralysis. “Even with democratic 
reforms, the opposition could slow 
them down by making excessive de- 
mands or unworkable stipulations,” 
warned a government adviser. "That's 
why the whole process will be strained." 

As ironic as it appears now, much 
will depend on Kim Dae Jung who — in 
the game of revolving doors he and 
Reunification Democratic Party leader 
Kim Young Sam play with alacrity — 
has now elevated himself back into the 
PPD presidency. "Before Kim Dae 
Jung didn't have much to do but cause 
trouble," a DJP insider said, betraying 
just a hint of the old animosity. "But 
now he's in a more responsible position, 
it might act as a restraining influence on 
him.” 

Now, Kim’s gameplan has indeed 
appeared to be moderation — if only to 
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Kim Dae Jung celebrates after being reconfirmed as leader of the PPD. * " 
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former president Chun Doo Hwan, with 
their ties extending back to their mili- 
tary academy graduation in 1955. 

Other appointments were less con- 
troversial, with former oppositionist 
Yoon Giel Joong — a political prisoner 
under former presidents Syngman Rhee 
and Park Chung Hee — taking over as 
DJP chairman, and Lee Jong Chan and 
Kim Yoon Hwan assuming what have 
now become the crucial posts of minis- 
ter of state for political affairs and party 
floor leader. 

A moderate who once served as a 
KCIA foreign intelligence analyst, Lee 
will be responsible for liaison between 
the DJP and the opposition parties on 
procedural and other matters. Al- 
though there is a wide difference of 
opinion within the party, he is regarded 
in some quarters as a possible presiden- 
tial successor when Roh completes his 
five-year term in 1992. 

Kim Yoon Hwan. Chun's chief sec- 
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demonstrate to those who have always 
been told he is a dangerous radical that 
now that he has his long-sought-after 
place in the sun, he is not allowing it to 
go to his head. At a 7 May party conven- 
tion, Kim told supporters he was shed- 
ding his past confrontational approach. 
"We want," he said, "neither confusion 
nor a catastrophe." 

In pledging to tailor his attitude to- 
wards the DJP with equal sincerity and 
consideration, he has proposed delay- 
ing the Kwangju inquiry and other in- 
vestigations into the Chun family's 
wealth and alleged computer fraud dur- 
ing the December poll until after the 
September Olympic Games. The pur- 
pose in raising these issues, he insists, is 
not to hurt anyone or bring the guilty to 
trial, but merely to get at the truth. 

Most major items, it seems, are 
being put on à back burner to allow the 
games to proceed. But in the interven- 
ing period, there are still contentious is- 
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“gues to be resolved. Although the oppo- 



























































| Dae Jung is vehemently opposed to the 


Chae. Sun, 64, apparently because the 
latter Kim called on the PPD leader last 
December to abandon his presidential 
ambitions. 

«With the opposition likely to assume 
-the two vice-speaker posts, the assem- 
bly must then decide on how to appor- 
tion the chairmanships of the assembly's 
:13 standing committees, which up to 
-now have all been held by DJP figures. 
The ruling party wants to retain de- 
fence, home affairs, justice, finance and 
foreign affairs, but the way things stand 
‘now they may not have a choice in the 
"matter. 

If the parties somehow do manage to 
muddle through the next five months — 
and what has occurred so far amounts to 
|. rhetoric and gestures rather than any- 

“thing of substance — there are fears the 
gloves may come off with a vengeance 
once the world's athletes have left the 
"stage in Seoul and national prestige is 


less of an inhibiting factor. 
Ox item the two opposition Kims will 
not allow Roh to remove from his 
-agenda is a pledge to seek a post-Olym- 
pics vote of confidence, which DJP 
sources say will be decided by popular 
mandate and not through the assembly. 
While a simple “yes-no” choice offers 
the prospect of a much different out- 
| come, the president must have some 
misgivings about placing his fate in the 
hands of a populace that has twice voted 
2:1 against him and his party. 

The military's attitude towards the 
latest political turnaround is difficult to 
gauge, simply because it has remained 
in the background. But with the budget 
debate also due after the games, there is 
already speculation over how it will 
^ react if the opposition decides it wants 

to tamper with defence spending or 
"share in weapons-procurement deci- 
sions. 

“As far as national security is con- 
“cerned, I don't think the opposition will 
“be a. hindrance,” 
space president Shin Hoon Chull, whose 
company is the prime contractor for a 
long-delayed project to build jet fighters 
for the South Korean Air Force. But 
‘Western defence contractors are not so 
‘Sure, given the fact that defence ac- 
counts for 5.4% of GNP, or 32.8% 
public expenditure. 

SE don’t think the government will 

have any other choice than to pass these 
items through the assembly,” an execu- 
tive said, pointing to the fighter deal and 
a pending contract for at least 400 Tight 
and medium helicopters. Added an- 
other: "The opposition's influence on 
weapons procurement and defence de- 
cisions is going to become much more 
important at a time when there are a lot 
of big programmes on the table." H 














sition is prepared to allow the DJP to | 
appoint the new assembly speaker, Kim | 
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nomination of veteran politician Kim | 
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Guns and passports 


| An Israeli arms trader's trial exposes Israel-China deals 
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By Emily Lau in Hongkong 

he recent trial of an Israeli arms 
dealer has provided a brief glimpse 
into China's covert arms trading in 
Hongkong. It has also raised intriguing 
questions about China's arms deals with 
Israel, with which it does not have dip- 
lomatic relations, and about the collu- 
sion of the British and Hongkong gov- 
ernments in these dealings. 

On 6 May, the arms dealer, Zvi 
Gafni, 36, was sentenced to two years’ 
jail and fined HK$750 after he abruptly 
changed his plea, on the second day of 
the trial; from not guilty to guilty to 
charges of possessing six false passports, 
astun gun and cannabis. Gafni, who has 
appealed against the sentence, had 
asked to be deported instead of impri- 
soned. 

Gafni's lawyer, Ian Polson, told the 
court the faked passports were used by 
five Israeli businessmen last year to visit 
China. In April, newspapers reported 
that five scientists from the state-owned 
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Israel Military; Industries had used 
forged Philippine passports to visit Pe- 
king as guests of China North Industries 
Corp., or Norinco, a China arms manu- 
facturer. 

Polson said the Chinese authorities 
had approved the visas of the five Israeli 
businessmen, who had used faked pass- 
ports. The use of false passports, he 
said, was a device to gét around a dip- 
lomatic problem and it would be naive 
to assume that the Chinese Government 
was not aware of it. Polson said that if 
the businessmen's deal was successful, 
China would be in a better position to 
take over the defence of Hongkong, 
though he said he was unable to say in 
what way the deal would assist defence. 

In a statement to the Hongkong po- 
lice read out in court, Gafni said he had 
supplied South African and Israeli arms 
to the Hongkong police and to the 
Royal Hongkong Regiment. He said 
the police had collected the weapons on 


Starting over again 


Court rules referendums on future invalid 


By Warren Osmond in Palau 

he economic and political stability 

of the tiny Republic of Palau and its 
future political status are under a cloud 
of doubt after a 22 April ruling by the 
Supreme Court in Koror that two cru- 
cial referendums held last August are 
invalid. 

The first referendum suspended the 
constitution's provisions that the nation 
of 15,000 people be kept free of nuclear 
weapons. The second was the latest in a 
series of plebiscites aimed at getting 
voter approval for a Compact of Free 
Association with the US. The proposed 
compact would grant the US full re- 
sponsibility for the defence of Palau. In 
return, Palau would receive a large fi- 
nancial aid package spread over 15 
years. 

Palau is a UN strategic trust terri- 
tory, of which the US is trustee, and has 
had a measure of self-government since 
1979. Its leaders would like to make it 
independent but "in free association" 
with the US by getting the proposed 
compact accepted by Palau voters. They 
also need the financial aid. 

The sticking point has been Palau's 
anti-nuclear constitutional provisions 








which would not allow some of the US 
military options outlined in the various 
drafts of the compact, which have been 
drawn up three times since 1979. They 
would not allow the US to use Palau 
land or water to store, use or transport 
nuclear weapons. 

Few Palauan leaders believe that the 
Palauan islands would be seriously con- 
sidered as even a partial solution to the 
US search for alternative bases in the 
western Pacific, if the US has to give up 
the Clark Field and Subie Bay military 
bases. in the Philippines when. their 
leases expire in 1991. They believe that 
Guam will be a more likely site, 

While most Palauans want the com- 
pact and its associated material be- 
nefits, in over eight years their govetn- 
ment has not been able to muster the 
two-thirds majority vote in the UN- 
monitored plebiscites it needs to change 
the constifution’s anti-nuclear provi- 
sions. 

*To overcome the impasse last year, 
President Lazarus Salii resorted to a 
"transitional" article in the 1979 con- 
stitution which has a provision allowing 
the constitution to be amended “for the 
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arrival at the airport. 
Despite numerous 
requests, the Hong- 
kong Government did 
not respond to any 
uestions from the 
EVIEW about claims 
made by Gafni or 
China's arms dealing 
here. 
A source close to 
China said it was an 


open secret that 
China uses Hongkong 
to carry out arms 


negotiations and con- 





tacts with countries z 
with which it cannot dA uo 
officially deal in Pe- |Gafni:collusion. 








ties meet. He said 
while deals were trans- 
acted here, the mili- 


ass through Hong- 
Long. 
TheHongkong 
Government keeps 
such activities under 
close surveillance but 
does not interfere, pro- 
bably seeing them asa 
political necessity for 
Peking. Since the 1984 
signing of the Sino- 
British Joint Declara- 
tion, which provides 
for Britain to return 
Hongkong to China in 








king. Geneva was an- 
other centre of such activities. Although 
the Hongkong branch of the official 
Xinhua newsagency is Peking's chief 
representative here, it has no jurisdic- 
tion over military business. Arms 
negotiations are handled by representa- 
tives of the People's Liberation Army 
sent directly from Peking. | 
A diplomatic source said it was not 
surprising that some Chinese arms deals 
are concluded in Hongkong because it is 





an international commercial centre 


where businessmen of many nationali- L 


purpose of avoiding inconsistency with 
the compact" and could be passed with 


1997, there is even less 
incentive to interfere with Chinese 
covert activities here. The arrest of 
Gafni last December and the sub- 
sequent trial was a surprise — few 
people expected a public airing of such 
sensitive issues. 


The press also reported that the Is- 


raeli Consul-General, Reuven Merhav, 
intervened unsuccessfully to get the 
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only *a majority of the votes cast on that 
amendment and in not less than three- 
fourths of the states." The “transi- 
tional" article is in force from the im- 
plementation of the constitution in 1979 
to the termination of the trusteeship. It 
is in direct conflict with the other 
provisions on constitutional amend- 
ments. 

Salii rushed legislation through the 
Palauan congress last July, which pro- 
vided for the referendums to be called, 
and the next month 73% of Palauan 
voters approved the con- 
stitutional amendment. In 
the next referendum they 
approved the compact by 
the same majority. 

Salii notified President 
Reagan that the compact 
had been approved. The 
US Senate then approved 
the compact and authorised 
its funding. But the House 
of Representatives, uncer- 
tain over the legality of 
the two referendums, 
compounded with allega- 
tions of corruption against 
Salii and a number of other 
leading Palauan officials, 
have delayed final US ap- 
proval. 

The 


key committee, 


the House Committee on 
the 





Interior, will not 


| Salii (left) faces allegations of corruption. 


recommend approval of the compact 
until the constitutional question has 
been settled in the Palau courts, and 
until the allegations of bribery, corrup- 
tion and mismanagement against Salii 
have been investigated, 

The April suit was filed by over 100 
Palauans, headed by an elite clan of 
women from the capital of Koror, and 
was a replica of another filed last Au- 
gust in the midst of a major political and 
economic crisis. Last July, Salii, frus- 
trated with his inability to gain approval 
for the compact cited financial straits 
and laid off most of his government's 


tary hardware did not | 











Hongkong Government to drop the 
Gafni case. Merhav will leave Hong- 
kong in July to become ambassador in 
Egypt, which observers said indicated 
Merhav's real status within the Israeli 
Foreign Service was higher than his 
Hongkong posting would indicate. 
Merhav declined to comment on the 
case, saying it was sub judice. 

Since the story broke in April, ques- 
tions have been asked about why such a 
sensitive issue involving Britain, China, 
Israel and Hongkong had been leaked 
to the press. The revelation caused em- 
barrassment all round. One version 
suggested there was disagreement 
about the handling of the deal between 
the Chinese military and the Foreign 
Ministry, which then leaked the story to 
put pressure on the military. 

A Chinese source suggested that some 
people in the Hongkong Government 
were trying to embarrass China. What- 
ever the wheels within wheels, two things 
are clear. Hongkong (and London) are 
usually hyper-sensitive to any action 
that might displease China. No effort 
was made to cover up the affair. In- 
deed, massive pre-trial press coverage 
which was helped by official leaks 
was said by the trial judge to have 
been prejudicial. But no action has been 


taken. u 





employees. He also organised the now 
invalidated referendums. 

At the climax of popular discontent, 
the father of one of the plaintiffs of last 
August’s suit was killed and the homes 
of other leading Palauan oppositionists 
firebombed. The women of Koror with- 
drew the suit — under duress they 
claimed. 

The April decision of "off-island" 
Judge Robert Hefner from Saipan on 
their new suit hardly settles the matter. 
The Palauan Government is now ap- 
pealing against the decision to the ap- 


| pellate division of the Supreme Court. 


The hearing, and its accom- 








panying political frustra- 
tions, may come close to 
November's elections. 
Unless Salii wins his ap- 
peal, there is little pros- 
pect that Palauan voters 
will have a second oppor- 
tunity to change their con- 
stitution this year. 

And even if Palau re- 
ceives emergency funding 
from the US Congress — 
current reserves will run 
out by the beginning of 
July — there is no guaran- 
tee that Palau will join the 
other Micronesian states of 
the Republic of the Mar- 
shall Islands, and the Fed- 
erated States of Micronesia 
"in free association with the 
| United States" before 1989. 
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Old ideas, vague packages 


A Philippine mini-‘Marshall Plan’ is cautiously welcomed 


By James Clad in Manila 

A 7" multilateral aid 
ds consortium for the Philippines is in 
the making, with discussions proceed- 
ing in Australia, Japan, the European 
Community and the US. However, the 
final shape of the plan is far from clear, 
and much politicking must be done be- 
fore a consultative mechanism emerges. 

The genesis of the plan lies in a 25 
November 1987 letter to US President 
Reagan from US senators Alan 
Cranston and Richard Lugar and con- 
gressmen Stephen Solarz and Jack 
Kemp. They are some of Aquino's firm- 
est friends in Washington; they also 
represent a still-strong, bipartisan con- 
sensus in favour of continuing support 
for the Philippines. 

The letter to Reagan suggested that 
the Philippines needs a variant of the 
"Marshall Plan," the US aid program- 
me for the post-World War H economic 
recovery of Western Europe. It said fu- 
ture aid to Manila should be pegged at 
about USSI billion a year, or at least 
"above current levels." This could only 
be done by bringing American aid into a 
wider, multilateral effort — an attrac- 
tive idea at a time of tight budgets in 
Washington. 

To win support for the idea, Solarz 
wrote to Singapore Prime Minister Lee 
Kuan Yew in January suggesting that 
lobbying from Asean would help efforts 
in the US Congress to keep aid flowing. 
Lee was apparently the only Asean 
leader to whom Solarz wrote. 

Lee was a good choice. He has been 
brooding about the situation in the 
Philippines for some time. Confi- 
dential notes from last December's 
Asean summit meeting in Manila 
show that Lee expressed concern 
that the Philippines must seize the 
present but fleeting opportunity to 
turn its society and economy 
around. Sources familiar with his 
views say he thinks a regularised, 
Western aid commitment would 
help. 

After winning agreement from 
Philippine President Corazon 
Aquino and Foreign Secretary 
Raul Manglapus for his involve- 
ment in promoting suchan aid plan, 
Lee went to Washington in April. 
Before Lee arrived, US Secretary 
of State George Shultz and other 
senior officials from the state and 
defence departments on 18 March 
met US senators Peter Dominici, 
Daniel Inouye, Robert Kasten and 
Lugar as well as congressmen John 
Murtha and Solarz. Shultz accepted 
the aid plan in its broad format. 











danger of drying up. But its aid commit- 
ment is hostage to the overriding need 
to reduce the US budget deficit. Philip- 
pine aid for fiscal 1989-90 marks a signi- 
ficant drop from the levels of the past 
three years. 

By contrast, aid from other sources 
shows no sign of faltering. But while 
there is little opposition 








In the US, Lee met 
Shultz, national sec- 
urity adviser Colin 
Powell, Defence Sec- 
retary Frank Carlucci 
and Treasury Secretary 
James Baker. “I urged 
[Solarz] to press his 
Marshall Plan pro- 
gramme .. . quickly be- 
cause otherwise, I feel 
that time will work 
against President 
Aquino,” Lee said on 
15 April. Manila's poli- 
tical instability had in- 
hibited investment, he 
said, and the country's 
US$30 billion debt was “preventing the 
country from recovering." 

Lee stressed the plan's urgency. "If 
nothing is done before the last Reagan 
year [is out],” he said, "then nothing is 
going to be done for at least one year of 
the new [president's] administration. 
That means two years are gone, which 
means four years of Mrs Aquino's six- 
year term, which means it’s too late," he 
said. 

Manila's largest aid donors are the 
World Bank, the Asian Development 
Bank, the US and Japan. There are at 
present two loose donor groupings: 
the World Bank-chaired Consultative 
Group, which has not met since May 
1987, and the "Paris Club." a collection 
of all the Philippines’ creditor nations. 

US aid to the Philippines is in no 
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among other donors to 
the consortium idea, 
opinion differs on how 
urgently this is needed 
and about what an aid 


Few donors here are 
happy about the Mar- 
shall Plan tag — one 
diplomatie source said 
the plan seemed a way 
"of keeping America 
popular using other 
people's money." 

A second objection 
is that Lee’s advocacy is 
somewhat shrill — an 
economic recovery in 
the Philippines is already under way, 
and it is not clear that inaction in the 
final Reagan year of office would neces- 
sarily result in lost opportunities. The 
Solarz initiative “is premised on a 
negative perception of the Philip- 
pines," another diplomat said. "Lee is 
suggesting that, if massive aid is 
not forthcoming. the country will col- 
lapse." 


AP 





ee's backing has given momentum 

to the idea. Shultz has written to his 
counterparts in Australia, Britain, 
France, Italy, Japan and West Germany 
seeking support for the idea. US Assis- 
tant Secretary of State Gaston Sigur vis- 
ited Europe in the last week of April, in 
part to discuss Shultz' entreaties, which 
one American source described as “sim- 
ply a more-the-merrier approach." 

Helping the Philippines through 
a friendly, Western consortium also 
squares with the US' current fixa- 
tion with burden-sharing by its al- 
lies. Lee cleverly stressed this as- 
pect by noting Singapore's willing- 
ness to help — during 1987 Singa- 
pore quietly explored various 
plans, such as upgrading Manila's 
international airport or sharing Sin- 
gapore's experience in public hous- 
ing and tax collection. Washington 
has also suggested that Japan and 
South Korea might contribute to 
such an aid plan in recognition of 
defence benefits they obtain from 
US-Philippine bases. 

Not all donors want to join. 
Canada has taken an aloof line, 
some sources said, and Australia 
has complained that it was not con- 
sulted in the early phase of planning 
as though its participation "is taken 
for granted," a diplomat said. 
While in Tokyo in early April, Sigur 
canvassed Japanese sentiment for 
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consortium would do. . 



























fore a visit to Japan by Manglapus, who 
also discussed the idea. 

. Tokyo has reservations, wanting to 
keep its aid distinctly bilateral. It would 
want any future consortium to focus on 
reinforcing an already apparent return 
of private-investor confidence. Accord- 
ingly, the Japanese told the Americans 

that infrastructure development should 
take the lion's share. In coordinating 
technical assistance, Japan would like to 


| seeaconsortium concentrate on helping | 


the government's land-reform plans 
succeed. Land-reform legislation is still 
under discussion in the Philippine Con- 
gress. 

What are the next steps? Broad 
agreement among donors that a consor- 
tium, perhaps modelled on the Inter- 
Governmental Group on Indonesia, 
could be useful. There is also agreement 
that the consortium's largesse should 
not be seen as linked to the future of the 
American military bases in the Philip- 
pines — though everyone accepts that 


the bases are very much a background | 


factor. 

Western diplomats see a multilateral 
consortium in practical terms playing an 
important political role, especially in 
eiie to counter the isolationist strain 
in Philippine nationalist thinking and, 
more generally, by reinforcing the 
country's pro-Western orientation. 


» Anthony Rowley writes from London: 
The British Foreign and Common- 
wealth Office (FCO) confirmed that 
Sigur held talks with senior FCO offi- 
cials on “Asian topics in general” when 
he was in London on 22 April, which in- 
cluded an “outline discussion” of a 
special aid plan for the Philippines. 


The British Government promised | 
to study any detailed proposals when | 


they are put forward. FCO sources indi- 
cated to the REVIEW that the govern- 
ment believes the idea of a Marshall 
Plan to be a good one but is unsure at 
present how it would fit into the current 
framework of British aid to the Philip- 
pines. 

A West German Foreign Ministry 
spokesman told the REVIEW that, in 
principle, his government supported the 
idea of a Marshall Plan for the Philip- 
pines, though the plan as outlined by US 
Government representatives was still 
"rather vague." He added: "We have 
taken note with great interest because 


the consortium plan. This came just be- | 





we feel the Philippines should get more | 


support from the West in order to 
stabilise its democracy. though this is 
not purely a matter of money." 

West Germany has already stepped 
up its bilateral aid to Manila since the 
Aquino government came to power. 
This, however, does not preclude the 
possibility of participating in a Marshall 
Plan, the spokesman said. The aid plan 
was not discussed at a meeting in late 
April between EC and Asean represen- 
tatives in Dusseldorf, West Germany. 





"safeguard the rights of less privileged nationals. Akhter was due t 
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Maids and the consul EC 
Bangladesh Commission lax on protection of domestic helpers 


By Emily Lau in Hongkong 
f the experience of 26-year-old housemaid Nasima Akhter is anything to go | 
by, a rule designed to protect Bangladeshi women working abroad has | 
been turned into an avenue for exploitation by fellow countrymen and may > | — 
threaten a badly needed source of foreign earnings and employment for the | E 
| 


` country 










































^ Bangladesh diplomats seem more sympathetic to abusive emplo: 


kong on 10 May for an uncertain future in her own country, after ¢ 
-battle with the Bangladesh Commission here, which refused to auth 
new employment contract and cancelled her passport. = = ^ 
Akhter came to Hongkong from Malaysia in early 1987 wi 
ployer Sohail Murshed, a Bangladeshi national who works fo 
dit and Commerce International. She had to work 16 hours 
SOUTH CHINA MORNING POST paid HK$500 (US$64. 10) a month ins 
stipulated in her contract, and 
The minimum wage for over 
Hongkong is HK$2,300 a mor 
domestic helpers here at the end 
were from Bangladesh, Immigrati 
ures show. ae 
Akhter left her employer last Au 
ber she filed a claim with the Labou 
manding arrears of wages and rest d 
awarded HK$11,400. In April, Murshed 
.| of mistreating Akhter and fined HK$5,200. 
L| Last November Akhter found employ: 
Pakistani businessman and was given permi: 
Hongkong Government's Immigration and La 
|| partments to continue working here. But th 
:| ladesh Commission refused to notarise her new co 
-| andeven brought forward the expiry date of her pa: 
from November 1989 to November 198; 
sion officials told her she had to go back to 
because she was not allowed to work for for: 
The Hongkong Government has been 
pathetic towards Akhter. One official sai 
shocked by the “disgraceful”. behaviour. 
Bangladesh commissioner towards his own nationals 
whom lie was supposed to protect. Without a valid passport, Akhter could not 
extend her work permit. The Immigration Department allowed her to stay ona 
visitor's permit to pursue the case against her former employer. The visa ex- 
pired on 10 May. DLE p oos Dire UN. 
The Legal Aid Department had written to the Bangladesh Commission as __ 
well as to the British High Commission in Dhaka, which forwarded the message — 
to the Bangladesh Government. “We received no cooperation whatsoever," . 
said Tony North, assistant director of legal aid. “If only we can find a 
Bangladeshi national to employ her, she may be allowed to stay.” = = = < 
Bangladesh Commissioner Shariful Haq refused to talk to the RE «His 
assistant, M. Ibris, said Haq was due to be transferrd to Kenya and would leave _ 
within days. Ibris said the commission had acted within Bangladeshi laws by in- - : 
sisting that Akhter must work for Bangladeshi nationals. He said even if she 
could find à new Bangladeshi employer, she would have to return to Bangladesh | 
first. . ; ; E 
The reason Bangladesh's law does not permit its women to work for foreign- 
ers is apparently to protect them from being exploited by employers, particu- 
larly in the Middle East. But Akhter. said many Bangladeshi women work for- 
foreigners in the Middle East and the government did not trouble them. “In my 
country, people who have money and power can do anything they like. For — 
those who have no money and power, there is no justice," said Akhter. ———— 
She said commission officials did not want her to stay here because they } 
afraid she might tell other Bangladeshi maids that they were being exploi 
their employers. She said the Bangladeshi maids in Hongkong who she kne' 
only earned HK$200-300 a month. : zv 



































































DIPLOMACY 


Slow boat to China 


Sino-Indonesian thaw continues, though still at a snail’s pace 


By Michael Vatikiotis and Rodney Tasker in Jakarta 


ith diplomatic relations between 

China.and Indonesia — two of 
Asia's most populous countries — fro- 
zen for more than two decades, any sign 
of a possible thaw is bound to attract at- 
tention. Behind-the-scenes moves and 
several calculated public statements 
over the past few weeks all suggest, in 
the words of a senior diplomat here, 
that Jakarta is now on an "accelerated 
track" towards normalising relations 
with Peking. 

All the major areas of policymaking 
here indicate Indonesia’s readiness to 
proceed towards normalisation. For 
example, at the end of April, Defence 
Minister Benny Murdani said Indonesia 
was “ideologically ready” to reopen dip- 
lomatic ties with China, though he 
added there was no hurry to do so. This 
comment from the defence minister — 
and former armed forces (Abri) com- 
mander — is in contrast to the suspi- 
cions of the armed forces about China's 
intentions since an abortive 1965 coup 
attempt in which Peking was alleged to 
have played a role. Since then, Abri has 
had a major say in foreign policy. 

There has also been a growing body 
of opinion within the Foreign Ministry 
advocating normalisation. Indonesian 
sources said it was Foreign Minister Ali 
Alatas who arranged for the state news- 
agency, Antara, to interview Chinese 
Deputy Foreign Minister Liu Shuqing 
during his 10-day visit to Jakarta for the 
annual session of the Economic and So- 
cial Commission for Asia and the Pacific 
(Escap) in early April. Some speculate 
that this was a sign that Alatas wanted to 
keep the China-relations issue in focus. 
In the interview, Liu said Peking wants 
a “speedy normalisation of diplomatic 
ties.” 

Seen here as equally significant were 
remarks by newly appointed Indonesian 
State Secretary Murdiono shortly after 
the Liu visit. Given the proximity of his 
office to the president, he did little to 
dampen speculation. While dismissing 
the idea of Jakarta opening a trade of- 
fice in Peking, Murdiono said only that 
there was "no urgency” for such a move. 

Murdiono is coordinator of Indone- 
sian-Chinese trade, and it is no secret 
that those Indonesian businessmen en- 
gaged in the rapidly increasing trade 
with China are anxious to speed up 
normalisation. The president of the In- 
donesian Chamber of Commerce and 
Industry, Sukamdani Gitosardjono, 
told the REVIEW that his office may 
soon consider looking at the cost of set- 
ting up a trade office in Peking — 
though only with government approval. 








| order to appear more | 


However, more than most other af- 
fairs of state, the China issue relies very 
much on President Suharto’s personal 
stance. Until recently. conventional 
wisdom in Indonesia had it that Suharto 
wanted Peking to admit it played a role 
in the 1965 coup attempt before he 
agreed to normalise diplomatic rela- 
tions. But in a speech to the People's 
Consultative Assembly in March, the 
president said only that China should 
agree not to interfere in the internal af- 
fairs of other countries. 

Suharto is known to have mentioned 
this condition of non-interference dur- 
ing his recent talks with visiting Ruma- 
nian President Nicolae Ceausescu, who 
later visited China. However, on Liu's 
visit to Jakarta, the Chinese deputy for- 
eign minister stressed 








Strategic and International Studies, as 
saying that Jakarta should try to balance 
its relations with the superpowers — 
and China. i 

One important obstacle to forging 
closer ties with China is Indonesia’s 
relatively warm ties with Vietnam. This 
relationship — at odds even with fellow 
Asean members — has hada substantial 
bearing on how Jakarta has viewed Pe- 
king in the past. 

Murdani is regarded by Hanoi as a 
special friend and, as Abri commander, 
Murdani made several trips to Vietnam. 
His successor, Gen. Try Sutrisno, was in 
Hanoi in February. The importance 
Vietnam attaches to its links with In- 
donesian military figures was highlight- 
ed during the visit here of Vietnamese 
Deputy Foreign Minister Tran Quang 
Co, who led his country’s delegation at 
the Escap meeting. Apart from his 
meeting with Alatas, Co also held well- 
publicised sessions with both Murdani 
and Try. 

One of the messages Co tried to put 
over to his Indonesian hosts was that 
China was acting irresponsibly, and po- 
tentially dangerously, 





that non-interference 
in others’ affairs is al- 
ready a part of Peking’s 
foreign policy. 

Despite the fact that 
the Liu visit generated 
no sign of a break- 
through in bilateral re- 
lations, diplomatic ob- 
servers here are con- 
vinced that there has | 
been a change in Ja- 
karta's stance on nor- 
malisation. The line 
now emerging seems to 
be that there will be 
eventual normalisa- | 
tion, but there is no 
hurry. One view is that 
Suharto may have 
softened his stance in 





statesmanlike. There 
are frequent sugges- 





| Murdani: friend to Hanoi, 


in the disputed Spratly 
Islands, Chinese war- 
ships clashed with Viet- 
namese vessels in the 
Spratly area on 14 
March, and Chinese 
troops have recently 
occupied reefs near 
Vietnamese-held is- 
lands there. 

Analysts in Jakarta 
believe Abri leaders 
and Murdani sympath- 
ise with the Vietnamese 
cause. Murdani showed 
his concern over the 
issue publicly during a 
press conference in 
Kuala Lumpur recent- 
ly. Alatas, who is 
Asean's  interlocutor 
with Vietnam over the 
issue of Vietnam's con- 
tinued occupation of 








tions that Suharto is 
paying more attention to wider issues of 
foreign policy and, in particular, the ef- 
fect these may have on the country’s 
non-aligned status. 


he fact that a growing constituency 

advocating normalisation exists may 
also have prompted a president, who 
favours consensus on all issues, at least 
to appear more flexible. Prominent In- 
donesian strategists have recently made 
public their fear that Indonesia's inter- 
national ties could be affected by its re- 
luctance to deal with China on a dip- 
lomatic level. 

An article in the mass-circulation 
daily Kompas in April quoted Lie Tek 
Tjeng. of the Indonesian Institute of So- 
cial and Scientific Research, and Yusuf 
Wanandi, of Indonesia’s Centre of 





^ Cambodia, is reported 
to have told Co that Jakarta supports 
Vietnam’s frustrated appeal for negoti- 
ations with China over the Spratlys. 

If China carries out further military 
initiatives in the Spratlys, it could well 
deal a blow to Peking’s desire to thaw 
diplomatic relations with Jakarta. As a 
leading Indonesian analyst told the 
REVIEW: “While we think that China is 
becoming a more responsible regional 
power, which will settle conflicts in a 
sensible way, if the Chinese use 
force [in the Spratlys] we will not 
be amused." 

Peking will surely take such senti- 
ments in Jakarta into account when de- 
ciding whether the prospect of restoring 
relations with Indonesia is more impor- 
tant than securing a military presence in 
the Spratlys. 
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Difficult to define but always recognised. 
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The legend unfolds in Singapore. 
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THE ORIENTA 


SINGAPORE 


The Oriental Bangkok and 

Mandarin Oriental Hong Kong have each 
become a legend, recognised 
internationally as the finest hotels 

in the world. But now 

they are no longer alone at the top. 
Fortunately, they are joined by 

their new sister hotel, 

The Oriental Singapore. 

The same impeccable 


personal service and elegant 
accommodation that is the essence of 
the legend is captured here. 

Set amid spacious parkland, just 
minutes from the heart 

of the city and commanding 
spectacular harbour views, 

The Oriental is perfectly 

poised to introduce 

you to the legend. 


MANDARIN ORIENTAL” 
2 THE WORLD'S FINEST HOTELS 


The Oriental: 5 Raffles Avenue, Marina Square, Singapore 0103. Tel: 338 0066, TIx: 29117, Fax: 339 9537. 
Bangkok * Hong Kong * Jakarta + Macau * Manila * San Francisco * Singapore * The Excelsior, Hong Kong (Associate). 
Reservations: Hong Kong (5) 486606, Singapore 339 0033, 339 0066 (toll free from Kuala Lumpur), your travel agent, 
Th#¥ leadind Hotels of theéUheld or 01161 International 





@ THE padded jackets worn by the 
Strapping Japanese youths, members 
of a sports team, announced: “Kill 'em 
all — Let God sort 'em out,” and at- 
tributed the sentiment to the US Special 
Forces. The message did not seem to 
worry the Soviet immigration officials 
when the youths arrived on the twice- 
weekly Aeroflot flight from Niigata, on 
Japan's bleak Sea of Japan coast. 

They are already inured to the eccen- 
tric slogans on Japanese T-shirts, be- 
cause Japanese package tourists on 
their way to Soviet Central Asia are 
quite a common sight these days in 
Khabarovsk, an industrial city of half a 
million people in the Soviet Far East, 
614 miles northwest of the Pacific port 
of Vladivostok. 

At the Intourist Hotel, on the banks 
of the Amur River, perspiring Japanese 
salarymen, representatives of the big 
Japanese trading companies, career 
round the dance floor in the evenings in 
the arms of big-boned Russian blondes. 
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Hotel’s bookstand for the benefit of the 
Chinese delegations who come here to 
work out details of the growing barter 
agreements which are the basis of the 
two-way Sino-Soviet border trade that 
in 1987 was worth US$2.6 billion. 
Chinese potatoes, fresh vegetables and 
consumer goods like the inevitable vac- 
uum flasks go one way, and timber, 
steel, cement and Soviet motor vehicles 
the other. 

The Chinese, tucking into black 
bread and yoghurt at breakfast, do not 
appear for the lively nightly dance ses- 
sions, preferring to patronise the re- 
cently opened — in the spirit of peres- 
troika — cooperative Chinese Restau- 
rant in Khabarovsk. There is also a 
cooperatively run Korean restaurant, 
and Soviet Koreans sell kim chi and 
other Korean vegetables in the city’s big 
“free” market, with stalls alongside en- 
terprising Georgians and Armenians 
who purvey fresh apples and carnations 
conveyed by plane from the Caucasian 











dance with Gorbachov's vision of the 
Soviet Union as a Pacific power? It is, of 
course, the headquarters of the Soviet 
Pacific Fleet, now the largest of the 
Soviet Union's four fleets, and in the 
security-conscious Soviet Union this has 
probably been an impediment to open- 
ing the port in the past. But, in his key- 
note speech there in July 1986, the Soviet 
leader noted that the question "might 
be sorted out with time.” 

“If a change for the better in the situ- 
ation in the Pacific is really achieved," 
Gorbachov told workers then, “Vla- 
divostok would become a major inter- 
national commercial and cultural 
centre, a city of festivals, sports events, 
congresses and scientific symposiums.” 

Local officials here say that Vla- 
divostok could open its door in two to 
four years. What's the hold-up? “It isn't 
à security matter," one official told me. 
“It’s just that there's little infrastructure 
for visitors.” 

Meanwhile, Khabarovsk, founded in 
1858, fits the bill as the 








They are fortified by the cans 
of Suntory beer they cart 
into the hotel restaurant, 
where the band plays that 
current hit in Siberia and the 
Soviet Far East, Madonna, a 
melody whose lyrics appear 
to celebrate the American 
Pop singer rather than her 

olier namesake. Another 
favourite: Hello Dolly, 
belted out by a gravel-voiced 
Soviet ‘Satchmo.’ 

Thoughts of a more inti- 
mate dalliance are inhibited 
by a series of traps and am- 
bushes set up between the 
restaurant and the elevators 
leading to the hotel’s upper 
12 storeys by the be-medal- 





Russian Koreans at a Khabarovsk fruit shop. 








Soviet Union’s “window on 
the East.” Perhaps surpris- 
ingly, itis not a grim city, like 
those further west in Siberia 
itself. People are relatively 
open, in the spirit of glas- 
nost, and not unfriendly. 
The women are pretty and 
smart and like to have fun. In 
that connection, there’s one 
shortage that trade with 
China has not alleviated — 
that of lipstick, 

Somehow, decent lipstick 
does not arrive in the shops 
— it is, after all, 5,310 
miles from Moscow to 
Khabarovsk. At present, de- 
mand is partially met by 
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led war veterans who serve 
as doormen. They clearly learned their 
stuff at Stalingrad or, as it is called these 
days, Volgograd. 

With Vladivostok, which Soviet 
leader Mikhail Gorbachov has pro- 
posed as the Soviet Union's *wide open 
window on the East," still closed to all 
but the more privileged of foreigners 
(and with Nadhodka merely a transit 
point for visitors joining the Trans-Sibe- 
rian Railway), Khabarovsk is becoming 
what passes in the further reaches of the 
Soviet Union for a cosmopolitan city. 

Besides the flights from Niigata, 
Khabarovsk receives a weekly plane 
from ougyene. North Korea, and, 
when this Traveller was there, was pre- 
paring for a regular flight from Harbin, 
the capital of China's neighbouring 
Heilongjiang province — a city which 
before 1949 had a thriving White Rus- 
sian population, and still boasts a small 
but active Russian Orthodox Church. 

In Khabarovsk, China’s Economic 
Daily, Worker's Daily, and Guangming 


Ribao are all available at the Intourist 








republics and which with the ground still 
snow-covered in Khabarovsk, sell like 
hot cakes — or like the moonshine liq- 
uor that is thwarting Gorbachov’s tem- 
perance campaign. The Koreans are 
from Vladivostok which, before the rev- 
olution, had significant Korean and 
Chinese minorities. 

There are plenty of young Russians, 
graduates of the language school of the 
University of Vladivostok, who speak 
Asian languages. The school teaches Ja- 
panese, Chinese, Korean and, more re- 
cently, Vietnamese, I was told. In Har- 
bin, too, across the Amur and the step- 
pes that run to the Chinese border, 60% 
Chinese school children now learn Rus- 
sian as their first foreign language. And 
on my last visit to Harbin, Chinese en- 
gineers who had trained in the 1950s in 
the Soviet Union boasted mildly of 
their ability to speak Russian, a skill 
they used to keep quiet about. 

When will Vladivostok be open to 
foreign businessmen, tourists and stu- 
dents from capitalist countries, in accor- 





gypsy women who have set 
up their own bizarre “lipstick market” 
in a clearing in the woods near the “free 
market.” Here, in a scene that looks 
somehow unreal, Russian women dress- 
ed in furs and high boots stand in the 
snow testing lipstick shades on their 
wrists, and bargaining with the gypsy 
women. 

Intriguingly, there are suggestions 
here (confirmed by diplomats in Mos- 
cow) that Vladivostok (and the Baltic 
republics and the Black Sea coast) 
might become a “special economic 
zone,” similar to those in China, in the 
not-too-distant future. 

In the case of Vladivostok, any joint- 
venture industries would not have to be 
labour intensive; there is profound 
shortage of manpower in the Soviet Far 
East and Siberia. Always providing that 
joint-venture enterprises could sell their 
products internally (an initial problem 
in the case of China’s economic zones), 
there is one light industry, probably not 


labour intensive, that would clearly 
have a quick local success — cosmetics. | 
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_| Playing fast and loose 
.| with Confucian values 


By Lynn Pan in Hongkong 


ultural continuity, economic stagna- 

tion and scientific backwardness 
were built into the structure of Chinese 
society — this is the thrust of Questions 
and Methods (Wenti yu fangfa ji), the 
trendiest and most impressive analysis of 
China's backwardness to have appeared 
in China since 1949, Part of the Contem- 
porary University Student Series, the 
book is designed to broaden the intellec- 
tual horizons of China's youth. 

Questions and Methods addresses 
two riddles of China’s past — the 
phenomenal continuity of Chinese cul- 
ture and its deepening economic stagna- 
tion; and why, despite its head start with 
the compass, gunpowder, paper and 
printing, China failed to produce mo- 
dern science. Although not easy reading, 
the book entered its fourth edition 
within nine months of its publication in 
July 1986. 

At first sight the leitmotiv of Chinese 
history is the rise and fall of dynasties, 
but there is some truth in the old adage 
that China never changes. Dynastic col- 
lapse occurred whenever the equili- 
brium between the ideological, political 
and economic structures proved insuffi- 
cient to prevent China from disintegrat- 
ing into chaos. But unlike Humpty- 
Dumpty, China was always put together 
again — with the same ideological un- 
derpinnings, the same peasant econ- 
omy, the same bureaucracy. Chinese 
society, which the book's authors 





characterise as a "super stable system," 
returned to square one. But China's 
durability cost it dear, for the other face 


! of continuity was economic underde- 


velopment. 

When the authors speak of ideology, 
they mean Confucianism, “the or- 
thodoxy of orthodoxies.” Cycles of 
dynastic change without a transforma- 
tion of the underlying structures con- 
demned China not only to economic de- 
cline but to intellectual rigidity — the 
bondage of Confucianism’s creeping 
conservatism. 

Yet there is a case to be made that 
China’s early scientific superiority owed 
something to the agnostic spirit of Con- 
fucianism — the habit of dealing with 
the world as it is helped put China ahead 
of theologically bounded Europe in 
scientific achievements. While Joseph 
Needham, creator of 
the Cambridge series 
Science and Civilisa- 
tion in China, argues 
that Taoism fostered 


scientific endeavour 
better than Con- 
fucianism, the au- 


thors disagree: Taoists 
might have been en- 
thusiastic alchemists, 
but this did not neces- 
sarily make them good 
scientists. Science 
fared better in periods 
























By Charles Smith in Tokyo. 
f" he link between Confucianism and 
.the economic development of mo- 


studied by the East Asia Comparative 
Study Project, a programme involving 
about £00 scholars which is being fi- 
ed x Japan’ s Minis of Educa- 








‘academic East an. sperat ap- 
pear to be focusing more or less on the 
supposed links between Confucianism 
and the rapid. growt 





panese and Chinese, in the con- 


dern Asia is one of several topics to be - 


h achieved by. 
Japan and the Asian newly industria- 
lised countries. One study will compare | 
two 19th-century entrepreneurs, aja- : Se 
= fucianist theme partly in order to at- c vi ii 


Japan succeeded. 





















Confucius is back in fashion. 


of Confucian political cohesion and 
unity. 

Sadl ly, China did not live up to its 
early promise, and the woolliness of 
Confucian thinking was partly to blame, 
the authors say. It was always too much 


| concerned with ethics, and too little 


with nature, as an external object of 
study. Confucianists sought knowledge 
by deduction from personal experience 
— not a good method of scientific in- 
quiry. When Leonardo da Vinci was 
dissecting corpses and devising new 
machines, his contemporary Wang 
Yangming, a great neo-Contucianist, 
concluded that knowledge came from 
looking inward into one's own mind. “It 
was a downright historical tragedy," say 
the authors. 

The image of Confucianism as 
China's millstone does not square with 
the increasingly fashionable view that 
Confucian attributes are a help rather 
than a hindrance to economic growth. 
Confucius is a prophet without honour 
in his own country, but elsewhere in the 
world it is scarcely possible to discuss 
Asia's Four Dragons (South Korea, 
Taiwan, Hongkong and Singapore) 
without somebody at- 
tributing their success 
to latter-day Confu- 
cian values. 

It all started. with 
Hermann Kahn, who 
suggested in 1979 
that Confucianism 
was to East Asia 
what the Protestant 
ethic was to Western 
Europe. Just as "the 
spirit. of. capitalism" 
in Europe sprang 
from Protestantism, 
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| tract media atten- 

tion and partly to 
impress the MoE; 

or that the theme 












- text. of their own Confucian traditions. - 


Although some members of the pro- 


ject seem enthusiastic about pursuing - 
-the Confucian theme, others seem in- 


different, or even consider the theme 


frivolous. Takashi Inokuchi, a special- 


ist in modern Japanese politics at 


Tokyo University who heads one of the _ 
study teams, has been publicly scepti- ges 
arguing that the Confucianist  fuci 


cal, 
theory of growth is both politically con- 


troversial and very vague. He is critical cu 
of the best known Japanese book on the. - 
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as Max Weber had argued, so the rise 
of industrial capitalism in East Asia 

ais said to have drawn some of its 
impetus from the common Confucian 
heritage. 

Variations of this theory have since 
been advanced by numerous academics 
and scholars: and conferences on Con- 

| fucian themes have been held in Tokyo, 
Taipei, Los Angeles and Hongkong in 
“recent years. And in August 1987, an in- 
“ternational gathering of Confucian 
scholars took place in China itself — ap- 
| propriately at Qufu, the sage's birth- 
place in Shandong province. 

An obvious challenge to the Kahn 
thesis is that the least-successful Confu- 
cians are those Chinese in China itself. 
Confucius may no longer be villified in 
China, but the Chinese have refused to 
endorse his philosophy. 

This is not necessarily because the 
are Marxists. Anyone familiar wit 
Chinese history knows that Confucian 
<4 conservatism fettered China's efforts to 
-pmodernise in the late 19th and early 

; 20th centuries. At the Qufu conference 
à China scholar implied that the West's 
interest in Confucius was in a way akin 
to the bored rich of Europe and 
US falling over themselves to follow 
Indian gurus. 








Wr are these Confucian values 
that everybody is talking about? 
They are nothing less than the old- 
fashioned virtues of diligence, thrift, 
self-discipline and obedience. That 
leaves entrepreneurial flair, which 
would have to be a part of the Confucian 
ethic for a subscriber to the Kahn 
theory. Yet a taste for business would 
be unusual in a true-blue Confucian; it is 
well known that merchants ranked low- 
est in the Confucian ordering of society, 
and that no “gentleman” would soil his 
hands with commerce. 

But there is Confucianism and Con- 
fucianism, say the adherents of the 
theory, What we mean, they say, fol- 
lowing American sociologist Peter 
| Berger, is “vulgar Confucianism.” The 
j orthodox Confucian might have been 
rigid; the vulgar Confucian is said to be 
| flexible and adaptable. 

More recently Edward Chen, who 
| heads Hongkong University’s Centre 
for Asian Studies, has argued that vul- 
| gar Confucianism does help, but only in 
| export-led growth based on labour-in- 
| tensive manufacturing. Of the various 
| production factors of labour, entre- 
| preneurship, capital and technology, he 
| argues that the first two are, at least at 
| the early stage of export-oriented indus- 
trialisation, the most important. Vulgar 
Confucianism during this stage helps to 
produce a hardworking, docile labour 
force; and to raise a class of flexible and 
adaptable entrepreneurs who respond 
quickly to market signals. 

Chen also subscribes to the school of 
thought which says that autocratic gov- 





ernment is another ingredient of dra- 








| gon-style economic success. Autocratic 
governments are good at cajoling work- 
ers into badly paid jobs and at taming re- 
fractory trade unions; and they can usu- 
ally count on the support of Confucians, 
who are upholders of the status quo. 

But Chen is not sure that Confucian 
values and autocratic politics are going 
to be helpful in the next stage of eco- 
nomic development. The dragons are in 
transition, and new growth will come 
| from moving upmarket, into technol- 
ogy- and knowledge-intensive produc- 
tion, which requires the ability to inno- 
vate rather than plain hard work and 
docility. Innovation springs from inde- 
pendent minds, not from thrift, defer- 
ence and repressive politics. 

Chen does not, however, question 
the theory which links East Asian eco- 
nomic success to the Confucian ethic, 
even though he would like to see the na- 
ture of that link made more specific. In 
fact few ethnic Chinese scholars can re- 
sist the emotional attraction of the 
theory, which can so easily be 
generalised to an endorsement of 
Chineseness. It also appeals to the cul- 
tural chauvinism of those Asians who 
hold that modernisation does not mean 
becoming Westernised. 

Little wonder that the Singapore 
Government has been so keen to em- 
brace Confucianism, adding Confucian 
ethics to the school curriculum and 
funding research into East Asian 
philosophy. Singapore's adoption of 
Confucian values is highly selective; for 
Confucianism there read antidote to 
Western individualism. Prime Minister 
Lee Kuan Yew told university students 
in 1986: "The day Chinese lose their 
Confucian-ness . . . that day we become 
just another Third World society." 

Singaporeans, though, are not the 
only people to play fast and loose with 
the definition of Confucian. And while 
some such as Harvard University 
academic Tu Wei-ming have cautioned 
that it would be absurd to argue without 
investigation that Confucianism created 
the economic miracles of industrialised 
East Asia, it is precisely in those terms 
that the Confucian case has been ar- 
gued. 

The case is far from proven, and 
satisfactory answers have yet to be 
found for a number of questions. When 
does a nation of hardworking savers 
stop being simply a nation of hardwork- 
ing savers and start being Confucian? 
How did the four dragons manage to in- 
herit the wheat of Confucian culture 
without any of the chaff? 

And why Confucian, when Chinese 
culture is a hodgepodge of Con- 
fucianism, Taoism and Buddhism? 
Where is the divide, when a Confucian, 
as the Chinese poet Wen Yiduo so 
nicely put it, is somebody who, "after 
fattening himself in publicservice, with- 
| draws to a villa or farm to become a 

‘hermit,’ thereby changing himself into 
| a Taoist?" n 
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By Geremie Barmé . 
U pon accepting the | 
for Literature, Czesl: 
| thor of The Captive Mind 
| that ours is an age marked by a “refu 
| to remember." Milosz had learned that 
to retain one's personal integrity and 
freedom under communism it is crucial. 
to keep a sense of one’s identity. He 
| realised, moreover, that the most effica- 
| cious way of doing this is to remember 
| as accurately and honestly as possible. 
| Remembering is a difficult task fo 
| writers and intellectuals in China. Any- 
| one who publicly lays claim to an inde- ~ 
| pendent memory invariably comes 
into conflict with state-manufactured 
| “truth.” The Chinese Communist Party ` 
| does its best to maintain a monopoly on - 
| history, especially post- 949 Chinese 
| history, and in particular the Cu tura 
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Revolution (1966-76). But as the years 
have passed since the harrowing events 
of Mao Zedong's last decade, a small 
number of Chinese writers have come to 
agree with the Soviet composer Dimtri 
Shostakovich who declared: "We must 
remember, no matter how hard it is." 
The more recent Chinese ban on 
memory came last year amid the anti- 
bourgeois liberalism quotes campaign 
which followed the sacking of then party 
general secretary Hu Yaobang, when 
the News and Publication Administra- 
tion issued a directive forbidding publi- 
cation of writing on the Anti-Rightist 
Movement of 1957, the Cultural Revo- 
lution and, of all things, sex. [tis a ruling. 
that came after the most fecund period - 
of semi-official history writing in 
past four decades. RE : 
For investigative journalist Liu Bin- 
yan and physicist Fang Lizhi, both: of 
whom were expelled from the party in 
January 1987 for bourgeois-liberalist 
s d 
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soaring testament to man 


They stand as a mystery on the landscape. A marvel 
of seeming herculean effort. And a towering tribute to the 
spirit and vision of their creators 

It is with the same willingness to follow a seemingly 
impossible idea that Epson have grown to be a company of 
innovative products and technologies. Our open curiosity 
has led us to design the first printer small and fast enough 
to work in a calculator, A desk-top performance computer 
compact enough to fit into a briefcase And a wide selection 
of IBM® PC compatible computers that are as easy to use 
as they are to afford 

Of course, such feats are not accomplished solely by 
our imaginative spirit. As with a magician's sleight of hand, 
Epson's precision technologies are behind each innovative 
leap. Like turning our early work with liquid crystal displays 
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into an extraordinary flat-screen high-resolution LCD TV that's 

so tiny, it fits in the palm of your hand Or transforming 

ourselves into the world's leading printer 

manufacturer 
Looking back in time or towards the 

future, we cant help but notice an 

outstanding phenomenon. Give an idea 
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never know what mu : 
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tendencies, the organisation of the first 
TP seminar to commemorate the 
1957 campaign was a factor in the cam- 
ptus them. 

us warned by the fate of those who 
would attempt to preserve the past inde- 
pendently, a group of overseas Chinese 
announced in April the establishment of 
a foundation for the collection and 
study of material related to the Cultural 
Revolution. Headed by the essayist Wen 
Chuanshan, who lives in America, the 
group plans a museum and activities 
centre. 

Writing in China about the Cultural 
Revolution and its antecedents clearly 
has been a hazardous business. The lit- 
erature of wounded of 1978-79 the first 
relatively honest writing to have ap- 
peared in China since 1949, dealt almost 
exclusively with the period. But follow- 
ing Deng Xiaoping’s denunciation of 
bourgeois liberalisation in mid-1979, 
such writing was officially discouraged; 
and in January 1980, "socially negative" 
and "backward looking" fiction was 
again criticised. Shortly afterwards, the 
film Maple — a story about bloody fac- 
tional warfare during the Cultural Rev- 
olution by Zheng Yi, one of the found- 
ers of the Red Guards and now a re- 
spected official writer — was banned. 

Again, in 1981, during the centenary 
commemoration of the writer Lu Xun's 
birth, writers were encouraged to 
“look to the future," and Deng's 
attack on Bai Hua's screenplay 
Unrequited Love led the Propa- 
ganda Ministry to instruct 
writers to “write less about the 
Cultural Revolution." But 
once party leaders became 
immersed in the more 
pressing and immediate 
— of political in- 
ighting and the economy, 
warnings not “to dwell on 
the past” or “uncover old 
wounds” were ignored. 

An example was Yang 

Jiang’s A Cadre School Life: 
Six Chapters, a slender volume of self- 
proclaimed Cultural Revolution remini- 
scences, which appeared during one of 
these breathing spaces in 1981 — a sub- 
tle and beautifully written work. In- 
terestingly, Hu Qiaomu, party ideolo- 
gue who devised the various bans on 
writing about the 1956-76 period, per- 
sonally approved the book's publica- 
tion. 


At: economic deregulation in the 
early 1980s, local publishing houses 
flourished and a huge growth of the 
tabloid press occurred, which tested 
the limits of official censorship. In 
1984, some intrepid reporters inter- 
viewed Hao Liang, vice-minister of 
culture during the Cultural Revolu- 
tion, who is best known for his role 


in the revolutionary opera The Red 
Lantern, as well as the ping-pong star 
Zhuang Zedong, rumoured to be one 


of Madame Mao’s former paramours. 

When the party’s central committee 
heard of this highly irregular barefoot 
history, it banned the publication of all 
such interviews, and directed that they 
be carried out by the party history re- 
search committee for inclusion in a pro- 
jected official history. 

While existentialism, the absurd and 
sexual psychology were the motif of 
novelists in 1985-86, other writers, tak- 
ing advantage of the coming 20th an- 
niversary of the start of the Cultural 
Revolution, published or at least pre- 
pared to publish material on it. 

The Tianjin writer Feng Jicai carried 
out interviews for a book entitled The 
Cultural Revolution of One Hundred 
People. Although the project in itself 
was a good idea, Feng could not resist 
adding uplifting moral platitudes to 
each of the 10 interviews that were pub- 





















Remembering Mao's last decade. 


lished in 1986 before the series was ban- 
ned. Recently, however, Feng said that 
the remaining interviews are to be pub- 
lished soon. Peking’s Evening News 
went a step further, inviting readers to 
contribute to a column The Most Un- 
forgettable Incident in My Life. During 
May-June 1986, the newspaper printed 
20 accounts of the Cultural Revolution, 
including memoirs on the “struggl- 
ing" (forced self-criticisms) of Hu 
Yaobang and the ransacking of the 
house of former Peking mayor Wu 
Han. 

By mid-1986, however, there was 
again increasing pressure to curtail writ- 
er's freedom to remember. In October 
1986, the State Publication Bureau in- 
structed publishing houses to submit to 
Peking all manuscripts dealing with the 
Anti-Rightist Movement, the Cultural 
Revolution and sex. To prevent the con- 
fiscation of unpublished texts, editors 






in Shanghai and Canton returned 
manuscripts to authors or put them in 
cold storage. 

It may well be that the greatest loss 
resulting from Peking's orders was the 
massive Cultural Revolution Diction- 
ary, a projected 1-million character 
work — the first of its kind — which 
would have combined the editorial tal- 
ents of some of the Cultural Revolu- 
tion's foremost writers and researchers. 
Similarly, the Huacheng Press of Can- 
ton has had to abandon its plans for a 
dictionary of Cultural Revolution 
Maospeak — the Orwellian language of 
the times. Nonetheless, in 1986 a 
number of fascinating works on the Cul- 
tural Revolution were published. 


M eanwhile, Yan Jiaqi and Gao Gao, 
a husband and wife team, published 
their A Ten-Year History of the Cultural 
Revolution. First serialised in the 
Shanghai Wenhuibao roids during 
the summer of 1986, the book was pro- 
duced in Tianjian at the end of the year. 
Immediately classified for restricted dis- 
tribution only, it was briefly made avail- 
able and subsequently banned during 
1987, coinciding with the denunciation 
of Yan for bourgeois liberalisation. As 
the first readily available mainland his- 
tory of the period, and the object of offi- 
cial censure, the sensation-value alone 
assured it a wide readership. 

Readers of the book, either its full 
version or the truncated Hongkong edi- 
tion (based on the newspaper series), 
however, may be disappointed to find 
little that is controversial. If this is not 
official history, it is the next best thing. 
In fact, it so whitewashes the role of 
many prominent communist leaders 
that one can easily imagine the polit- 
buro blushing. 

Yan and Gao indulge in fictionalised 
accounts of conversations and delibera- 
tions of the leaders and falsify facts 
about the Red Guards, as well as the 
evolution of Lin Biao’s power. They ig- 
nore numerous documentary sources, 
and throughout the book unswervingly 
follow the conventions of Maospeak. 
Even reviewers in China have pointed 
out more than 100 major factual errors. 
The book has only the most tenuous re- 
lationship to history, and anyone want- 
ing a more accurate chronicle of events 
without party bias is far better served by 
works such as Hongkong writer Ding 
Wang's history of the Cultural Revolu- 
tion and Simon Leys' The Chairman's 
New Clothes. 

Shostakovich knew well the fate of 
historical events and persones in the 
hands of the party scribes. The best way 
to preserve both for posterity, he com- 
mented, is to turn them into aspics by 
pouring ideologically correct memories 
over them — these being the best form 
of gelatin. “I’m trying to remember the 
people I knew without the gelatin," he 
said. Yan and Gao have served up the 
Cultural Revolution under aspic. gy 
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Chopstick capitalism 


The New China: Comparative Economic Development in Mainland China, 


Taiwan and Hongkong by Alvin Rabushka. Westview Press, Pacific Institute for 


Public Policy. No price given. 


O 


ne of the more popular explana- 


| of many businessmen and academics, 
tions for the recent rapid economic | the Chinese-culture thesis of develop- 


growth of East Asia is the idea of | ment does not stand up to scrutiny. 


"chopstick capitalism" — the notion 
that the growth of these countries over 
the past three decades, which has 


"The post-war developmental experi- 
ences of mainland China, Taiwan and 
Hongkong demonstrate that economic 


made them economic powerhouses of | institutions matter more than cultural 


the late 20th century, is largely attribut- 
able to the cultural traits inherited from 
China's historical hegemony over the 
region, especially the influence of Con- 
fucianism. 

The Confucian values of thrift, hard 
work and a high regard for education 
may remain important to the make-up 
of the peoples of East Asia, but as an 
explanation of development, the cul- 
tural-trait thesis reduces development 
to nothing more than luck — to having 
been born in the right place and with the 
right cultural baggage. 

Alvin Rabushka's The New China 





traits and natural resources in fostering 
growth and raising living standards." 
The almost resourceless — except for 

eople — societies of Taiwan and 
Hone have prospered, while 
China’s performance has been less than 
exemplary, despite its huge reservoir of 
natural wealth. 

Moreover, Rabushka's comparative 
study of the economies of China, 
Taiwan and Hongkong over the past 
three decades is an impassioned restate- 
ment of the virtues of Adam Smith's 
"invisible hand" and market-place eco- 
nomics. "[Their development show 


shows that, contrary to the pop-theory | that] the Chinese, like people of other 











nationalities, respond to incentives. 
They flourish in an economic environ- 
ment of free entry and competition, 
with property rights secured under the 
rule of law." 

Rabushka is best handling China, 
giving a cogent and readable historical 
survey of economic development from 
1949-78. He succinctly summarises in- 
dustrialisation during the first five-year 
plan (1953-57); Mao Zedong's push for 
collectivisation, the Great Leap For- 
ward (1958-60) and the subsequent 
famine of 1960-61 which killed 30 mil- 
lion people, and the Maoist practice of 
quantitative planning that resulted in 
stagnation in output and inefficiency in 
allocation of resources which was the 
impetus for the current reforms. 

During the three decades after 1949 
when China for the most part pursued 
an autarkic approach to development, 
Taiwan and Hongkong grew from 
societies largely composed of poverty- 
strickened refugees who had fled the 
mainland into major industrialised trad- 
ing powers. 

But their development was far from 
the simple outcome of aggressive mar- 
ket policies. Early import-substitution 
industrialisation (ISI) in Taiwan occur- 
red under the US defence umbrella and 
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with huge US largesse. Only after US 
aid was wound down from 1957, did 
Taiwan embark on economic reforms 
(1958-64) that set it on the course of 
export-oriented industrialisation (EOI) 
which transformed the island state. 
Although Rabushka explains the 
way in which the ruling Kuomintang- 
initiated land reform of the 1953-55 
achieved a major redistribution of 
wealth, he fails to point out that the 
compensation paid Taiwan's landlords 
was mainly invested in urban small- 
scale enterprises, often industrial, and 
thus created a base for later growth. 


T weakest part is the treatment of 
Hongkong. Growth has been spec- 
tacular, but a large measure must be 
attributed to indirect government sub- 
sidy, such as harbour development and 
land formation; and, crucial for the 
many small industrialists, the cheap- 
rental public housing — the government 
often boasts that it is the largest residen- 
tial property landlord in the world — 
which enabled wages to be depressed in 
a scarce land and housing market. 
Rabushka, like others, tends to 
stress that Hongkong never went 
through an ISI stage but, from a en- 
trepot trading centre, launched full- 
fledged into EOI. But that explanation 
forgets an important aspect of Hong- 
kong's recent development — the 


| Taipei: transformed by development. 

















Shanghai “connection.” Hongkong’s 
ISI stage, in fact, took place in Shanghai 
— many major post-war industries were 
started by Shanghainese who had fled 
the city in 1948-50, taking with them 
capital and experience, and these 
families still control leading Hongkong 
firms in textiles, plastics and toys. 
Typical of many who champion the 
virtures of economic individualism, the 
free market and World Bank-favoured 
export-led growth strategies, Rabushka 
neglects to mention, the fact that 
the region's newly industrialised coun- 





tries (NICs) — Hongkong, Taiwan, Sin- 


gapore and South Korea — owe much 
to changes in the world market and 
shifts in capital investment beyond the 
influence of the NICs’ political regimes. 

Major changes are taking place in 
what is called the new international divi- 
sion of labour (NIDL), which raises 
doubts about not only the viability of 
the EOI model, but even the very future 
of today’s NICs. The comparative ad- 
vantage of cheap-wage labour com- 
bined with outward-looking policies is 
no longer enough — development itself 
gradually raises wages, and changes in 
wages, currency rates and technical in- 
novation in the home-base of multina- 
tionals have undermined the advantage 
of overseas manufacturing. 

In the mid-1980s, for instance, 
changes in NIDL have led Singapore to 
try desperately — but with marginal 
success — to push its “second industrial 
revolution,” a move into hi-tech, high 
value-added production; while Hong- 
kong and, more recently, Taiwan are 
shifting low value-added production to 
China in a bid to maintain international 
competitiveness and market share as 
their workers’ wages progressively rise. 

These trends have far-reaching im- 
plications for future economic develop- 
ment in the two NICs of Hongkong and 
Taiwan, and also for the integration 
of China into the world economy. 

— Stephen puit 
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CHINA 


Life is no banquet 


Chinese Lives: An Oral Histo 
Sang Ye. Pantheon Books, New 


Cor Lives will dispel anyone’s 
notions that the modern descen- 
dants of the Peking Man are a reticent 
bunch. This book’s 64 candid interviews 
provide us with a rare glimpse of the pri- 
vate oa m and feelings of a contem- 
porary Chinese. Working in the best 
tradition of Studs Terkel, novelist 
Zhang Xinxin and journalist Sang Ye 
have carefully rewritten these inter- 
views to preserve the tone and immedi- 
acy of the speaker's original words. 

The work’s strength lies in its treat- 
ment of topics traditionally considered 
taboo in China, which is especially strik- 


of Contemporary China by Zhang Xinxin and 
ork. No price given. 


traits, it is also rich in recollections, 
some reaching as far back as the Qing 
dynasty. One woman recalls the searing 
pain of having her feet bound in 1911. 
Another, who was sold into prostitution 
at age 14, recounts two decades working 
under the successive regimes in Shang- 
hai until the communists closed down 
the brothel. 

Elsewhere, a hairdresser links hair 
styles with each new political move- 
ment. He says: “I tell you, nobody can 
beat a hairdresser when it comes to 
spotting pus changes." 

Yet for all the political changes 


China has undergone, it remains a so- 
ciety where class consciousness dies 
hard. In the words of a steel worker: 
"Let's face it, workers still look down on 
peasants, and cadres on workers." It is a 
society too, that in recent years has 
experienced a dramatic rise in 
materialism. Take the young bride who 
proudly lists the contents of her new 
home — a Rmb 435 (US$117) spring 
mattress bed, a reading light with a 
dimmer switch, 32 quilis, a washing 
machine, an electric fan. The booty, she 
explains is the product of a cost-effec- 
tive wedding. "People who didn't give 
us enough didn't get invited. All in all 
our 10 tables made quite a few yuan for 
us. You can always make something 
with a banquet." 

For most speakers in the book, 
however, life is no banquet. Rather 
it seems an odyssey of struggle 
against China's ubiquitous bureaucracy 








ing considering the interviews 
started appearing in Chinese 
magazines in 1985. We read 
about a girl, who in reaction to 
parental pressure to get into 
university, contemplates 
suicide. We hear a urologist 
decry the widespread ignorance 
about sex among married 
couples. A woman tells of how 
as a young girl sent out to the 
country during the Cultural 
Revolution she was raped by a 
peasant as his family looked on. 
And we learn how a mother de- 
fied the one-child policy five 
times, until she finally had'a son. 

The book not only provides 
a mosaic of contemporary por- 








Tales from outside the Forbidden City. 


and rampant nepotism, where 
getting anything, from a re- 
sidence permit to a speedy 
cremation must be done 
through the “backdoor.” Yet 
surprisingly, most people seem 
genuinely committed to com- 
munism and take pride in their 
own contribution to the cause. 
According to a worker who 
commutes two hours a day: 
“From morning till night, for 
the sake of the country and our 
families, we weave in and out of 
the traffic on our bikes to help 
modernise China. This makes 
me very proud. Naive may I be, 
but that’s honestly how itis.” 

— Freddie Balfour 
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SOUTH KOREA 


A key stuck in the lock 


The Key to Successful Business in Korea by Song-Hyon 
Jang. Yong Ahn Publishing, Seoul. No price given. 


T" level at which this book is pitched is pretty basic. At 
one point, the author Song-Hyon Jang presents his “Ten 
Commandments for Doing Business in [South] Korea," and 
like the original lot, these are largely self-evident: carry for- 
mal, written introductions; carry calling cards; beware of lin- 
guistic misunderstandings; be patient; aim for general and not 
specific language in contracts; do not try to corner your part- 
ner; be sensitive to the role entertainment plays in business 
dealings; try to personalise business relationships; do not seek 
to apply what the author describes (without definition) as 
"Western logic," and try to be aware of the changing 
social landscape of South Korea. 

So far so good, but also thus far and no further, for Jang's 
120-page contribution to this book (four others who laboured 
indifferently to produce a further hundred pages get no men- 
tion on the dust jacket) comprises little more than bland 
repetitions of the above points, delivered with a dash of cul- 
tural chauvinism in plodding prose, without index or biblio- 
graphy and with little in the way of illustration, elaboration, 
anecdote, analysis or insight. 

Thus Jang's is a somewhat unsophisticated approach to a 
complex topic. At the heart of his approach is the persistent 





and cloying references to harmony, kibun and avoiding con- 
flict as key concepts in modern South Korean business 
etiquette. They may be, but it is only when these concepts are 
placed in perspective as general, background values that one 
can appreciate that they have extremely selective application 
in modern Korea where, in quintessential neo-Confucianist 
fashion, good etiquette tends to be applied from the top down- 
wards and coercion from the bottom upwards. 

The degree to which foreign businessmen — not to mention 
the South Koreans themselves — are the beneficiaries of the 
former rather than victims of the latter, depends significantly 
on status. Jang is sadly silent on this and other key variables in 
foreign business experience in South Korea. 

It is probably also worth warning that Jang expects the for- 
eign reader to tuck into a little humble pie along the way. Thus 
we are told breezily in the preface that “Western businesses, 
either from their lack of knowledge or arrogance or insensiti- 
vity are unaware how to deal properly with Korean counter- 
parts." When Jang cites “paternalistic attitudes" as *a unique 
reason" for what he is pleased to call “the remarkable success 
of industrial enterprises in their approach to labour manage- 
ment relations" one marvels more at his nerve than at his pow- 
ers of judgment. 

For the student of the South Korean mind as well as the 
somewhat innocent businessman, this book may have its at- 
tractions. Others may find its contents something less than a 
key to doing business. There is, after all, a flavour to doing 
business in Korea, nowhere hinted at in these pages, that sets 
it apart from its neighbours, and one need not be ignorant, ar- 
rogant or insensitive to say so. — Adrian Buzo 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1988 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 29th Edition 

The Asia 1988 Yearbook, now in its 29th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 

The Asia 1988 Yearbook offers completely revised 
chapters — covering another historic year in Asia, and 
analysing US involvement in the region and you will also 
find familiar chapters and features as well: a portrait of 
The Entire Region, The Power Game, Population & 
Food, Development Banks, Asian Finance, Asian In- 
vestment, Commodities, Energy, Aviation, Shipping, 
Fishing, Trade & Aid, the Pacific, Asian & Pacific Or- 
ganisations, a round-up of the year's news stories, and 
much more. 


As in the past, the Asia 1988 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1988 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and social and cultural landmarks. Each 
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We give you Asia, 
minus the mystery, 
minus the myth: 
Asia 1988 Yearbook 


The All New29th Edition 





country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Heview, the 
Asia 1988 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 29 years) to keep the Asia 1988 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$215/US$27.50/£17.75/S$58.50/M$70.50 
Hard Cover: HK$235/US$29.95/£20/S$63/M$77 

For airmail delivery, please add: 
HK$55/US$7/£4.50/S$15.5/M$18.5 per copy. 
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The Italians, undisputed international 
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high fashion leather goods, will display 
the latest basic materials and com- 
plementary products for footwear, 
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Japan resists growing Gatt pressure for open markets 


Delayed reactions 


By Frances Williams in Geneva 

he world is lining up behind the US 

and the EC in their struggle to have 
Japan open its markets to imported 
goods. From the middle of last year, 
Washington began turning to the 
Geneva-based General Agreement of 
Tariffs and Trade (Gatt) for support in 
its complaints that Japanese market re- 
strictions breach international trading 
codes. And so far the 96-member Gatt 
has ruled consistently against Tokyo. 

At a 4 May session of the world trade 
body's governing council, Tokyo reluc- 
tantly bowed to a Gatt disputes-panel 
ruling against its price-monitoring sys- 
tem for semiconductors, part of the con- 
troversial 1986 bilateral pact with the 
US. Tokyo also gave way on the estab- 
lishment of panels to investigate its 
beef- and citrus fruits-import restric- 
tions, after consultations with the US 
and Australia had failed yet again to 
produce a solution. 

All this comes hard on the heels of 
panel judgments against Japan's import 
restrictions on 10 agricultural products 
and on its discriminatory taxation of im- 
ported wines and spirits. Tokyo has 
pledged to implement both — in its own 
time. 

These public bringings-to-book for 
violations of international fair-trade 
rules are undoubtedly embarrassing for 
Japan, but they carry certain domestic 
political advantages which have not 
been lost on successive Japanese admin- 
istrations. While panels are sitting (and 
those on beef and citrus may take sev- 
eral months to set up because of prob- 
lems finding suitable panellists), Japan 
will have some respite from retaliatory 
threats as both sides await a ruling. 

If the new panels find against Japan, 
as precedent suggests they will, the re- 
sulting painful reforms in Japan's re- 
strictive  agricultural-imports regime 








will be easier to sell to disgruntled farm- 
ers than if they had come about, say, as 
a direct result of US pressure. 

Japan may also be better-placed to 
decide on the exact nature of the 
changes and their timing. Gatt panels 
do not specify what countries should do 
to implement their rulings, only that 
they should take steps to conform with 
the general agreement. That gives of- 
fenders considerable flexibility. 

Tokyo is still dithering over im- 
plementation of earlier Gatt judgments 
on farm imports and liquor taxes, to the 
irritation of the US and EC — the re- 
spective complainants. On semiconduc- 
tors, while accepting the Gatt panel 
recommendations, the government is 
being deliberately vague as it con- 
templates picking its way between EC 
demands that the price-monitoring sys- 
tem be scrapped and US insistence that 
some form of anti-dumping controls be 
retained. 

Gatt itself has not authorised retalia- 
tion for failure to implement a panel 
judgment since 1953. However, the EC 
is trying at present to secure such au- 
thorisation against the US over a panel 
ruling in 1987 concerning a discrimina- 
tory oil-import levy. 

While politically convenient, Japan's 
consistently defensive role within Gatt 
sits uneasily with its status as the world's 
largest trader after the US and EC. Fre- 


| quently the target (and loser) of panel 
| investigations, it has never been the 


complainant. Despite much huffing and 
puffing, it has taken no action against 
the US imposition of punitive — and 
almost certainly Gatt-illegal — tariffs 
on certain Japanese exports in reta- 
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. | “formulate a position" on the basis of 








liation for Tokvo's alleged non-com- 
pliance with the semiconductor agree- 
ment. 

On another matter where Japan has 
a strong (though not water-tight) case in 
international trade law — the EC's re- 
cent decision to impose anti-dumping 
duties on products from Japanese as- 
sembly plants based in the community 
— Tokyo has preferred to take the less 
confrontational route. It has referred 
the issue to Gatt's anti-dumping com- 
mittee. 

Japan's neighbours are showing less 
reticence these days. Australia is co- 
complainant with the US against Japan 
and South Korea on beef. South 
Korea's ban on beef imports, effective 
since 1985, is to be the subject of 
another panel investigation. New Zea- 
land, too, has said it may press for simi- 
lar panels if forthcoming consultations 
with these two countries prove unsuc- 
cessful. 

New Zealand and Australia are also 
backing Chile in a dispute with the EC 
over recently imposed apple import 
quotas, where a further Gatt panel has 
been established. According to esti- 
mates by Wellington, these quotas will 
cost New Zealand NZ$40-50 million 
(USS27.4-34.2 million) a year. 


>» Charles Smith writes from Tokyo: 
Japan is likely to take its time before 
making any fresh proposal to the US, 
following the breakduwa on 4 May of 
talks on the liberalisation of import re- 
strictions on beef and citrus fruits. How- 
ever, statements by government leaders 
suggest that it still hopes to settle the 
issue “out of court." 

Prime Minister Noboru Takeshita, 
who was touring Europe when the talks 
collapsed, told journalists he would 
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which talks with the US could be re- 
sumed, following discussions with in- 
terested groups. What this appears to 
mean is that the government will try to 
persuade the influential farm lobby to 
accept a reduction in the level of apro- 
posed new surcharge on beef imports. 

At the Washington talks, Japan 
suggested introducing a variable import 
surcharge which could raise the cost of 
imported beef in Japan's home market 
by up to 100%, in conjunction with an 
existing 25% tariff. The US at first re- 
jected the surcharge proposal out of 
hand — but later suggested that it might 
be acceptable if the ceiling were set at a 
much lower level. 

Apart from reconsidering its sur- 
charge proposal, Japan may offer to 
speed up the timetable for phasing out 
its existing beef-import quotas from the 
three years offered in Washington. Any 
such change, however, is likely to re- 
quire lengthy negotiations between the 
Pisis and the paran group of 

iberal Democratic Party (LDP) par- 





liamentarians representing farm in- 
terests. 

The farm lobby may also insist on 
being allowed a direct say in any future 
negotiations with the US following a 
precedent set during the Washington 
talks. In Washington, Japan’s Agricul- 
ture Minister Takeshi Sato was accom- 
panied by a group of six LDP members 
from agricultural constituencies who 
were kept closely informed of the pro- 
gress of the talks. The government is 
thought to have agreed to this arrange- 
ment to prevent LDP “rebels” from dis- 
owning any settlement at the end of the 
talks. 

LDP farm lobbyists are well aware 
that if Japan fails to soften its stance on 
the import issue, it will be found guilty 
by the Gatt panel which is being estab- 
lished to review the present quota sys- 
tem. A Gatt ruling which would force 
Japan to liberalise, however, is seen as 
preferable by many hard-liners to a Ja- 
panese “surrender.” A negotiated solu- 
tion would have to be justified to farm- 
ing interests, LDP lobbyists point out, 
whereas a Gatt ruling could be pre- 
sented as force majeure. o 


Two down, one to go 


The US and South Korea resolve some trade disputes 


By Mark Clifford in Seoul 


S negotiators were all smiles follow- 

ing the latest round of trade talks in 
Seoul, while the South Korean side said 
it had not conceded anything new. Appa- 
rently, the US got much of what it 
wanted — in writing — on two crunch is- 
sues, wine and cigarettes, and made 
headway on the sticky issue of retroac- 
tive protection of intellectual-property 
rights and in other areas. However, 
South Korean officials warned getting 
approval for any new agreements from 
the National Assembly could prove dif- 
ficult. 

There was a lot riding on the latest 
round of talks which took place in Seoul 
from 2-6 May. “Both sides went into 
these talks knowing we had some seri- 
ous problems," says the US source. “As 
happens in the trade sphere [sometimes 
you get to a point where], issues have to 
be resolved or there is no tomorrow — 
you are not going to solve them. We ap- 
pear to have solved two of them and the 
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third one has a very good chance of being 
solved." 

The best news the US negotiators 
took back to Washington was a two-step 
agreement to liberalise the South Ko- 
rean market for foreign cigarettes, an 
issue that has taken on a symbolic impor- 
tance far beyond its actual trade impact. 
The package provides for a cut in taxes 
and generous advertising privileges for 
foreign cigarettes. It also contains an 
agreement to set up a parallel distribu- 
tion network, which will bypass the 
state-owned Korea Monopoly Corp. that 
now controls all cigarette marketing and 
distribution. 

“We envisage a final solution that does 
not include any tariffs or any quotas or 
numerical restrictions," says the US 
source. Under the agreement, prices for 
foreign cigarettes are expected to fall 
from Won 1,300 (US$1.73) a pack to Won 
700-750, only slightly above the Won 
500-600 price for domestic cigarettes. 


SUN 


Help from above 


The Singapore Government will encourage business to think small 


By Ellen Salem in Hongkong 


T: Singapore Government has de- 
cided that it must urgently upgrade 
the city-states 70,000 sed and 
medium-sized enterprises (SMEs). So it 
has taken the lead, on behalf of the 
small entrepreneurs, in getting input 
from both local and multinational com- 
panies in preparation for a government 
master plan for SMEs, due for release 
later this year. 

The republic's SME sector accounts 
for 30% of GDP and 44% of employ- 
ment. Following the review of the Eco- 
nomic Committee — a high-powered 
public- and private-sector committee 
set up in the midst of Singapore's reces- 
sion in 1985 to review the progress of the 
economy and identify new directions for 
growth — a Small Enterprise Bureau 
was set up to encourage the develop- 
ment of SMEs. SMEs are defined as 
firms employing fewer than 100 work- 
ers. In January, the bureau was ex- 
panard to become the Small and 

edium Enterprise Division (SMED) 
of the Economic Development Board 
(EDB). 

The SMED would seem to have its 
work cut out. Since 1976, when a Small 
Industries Finance Scheme was set up, 





the government has approved loans and 
grants totalling more than S$1 billion 
(US$499 million) to more than 6,000 
SMEs. Yet these loans and a range of 
other schemes — many of which have 
just begun to be implemented — have 
had little success in upgrading the SMEs 
as a whole. 

Productivity per worker in SMEs in 
the manufacturing sector is 34% lower 
than in foreign-owned companies. In 
the service sector, the gap is 50%, rising 
to 65% in commerce. At the same time, 
Singapore’s SMEs do not even exploit 
the foreign manufacturers and interna- 
tional purchasing offices in Singa- 
pore. 

Of the S$16 billion worth of goods 
that multinationals in Singapore buy 
annually, only S$3 billion is supplied by 
local factories. Most of these are either 
large or foreign-owned companies. 

Similarly, since the government in- 
itiated its Skills Development Fund in 
1979, small firms generally have ignored 
this channel of continuing education 
and upgrading workers' skills. In 1986, 
for example, businesses with fewer than 
10 workers — which comprise 81% of 
all companies — constituted less than a 
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The agreement initialled last week 
was a working-level accord that needs 
legislative approval from the South 
Koreans. With the government hold- 
ing only a minority position in the 
new National Assembly, approval is un- 
certain. Most notably, opposition Party 
for Peace and Democracy leader Kim 
Dae Jung has said that he will oppose 
liberalisation of agricultural imports, 
though he has not taken a stand on the 
new tobacco agreement. “We expect a 
hard time when we take this to the Na- 
tional Assembly," says a senior South 
Korean official. 


he South Korean negotiators also | 

proposed easing restrictions on wine | 
imports in an effort to head off a Section 
301 complaint recently filed by the US 
wine industry. (Section 301 of the 1974 
Trade Act allows retaliatory action for 
unfair trade practices.) The South Ko- 
reans proposed to lower the tariff from | 
100% to 70% initially and to accelerate 
the schedule for full liberalisation of the 
market. Seoul also said it would increase 
the number of distributors and raise the 
permissible market share of imported 
wine from 10% to 20% this year. 

The talks on intellectual-property 





| stages of the 1986 in- 


rights centred on the 
issue of retroactive 
protection for a vari- 
ety of pharmaceuti- 
cal products. The US 
wants retroactive 
protection for 911 
products that have 
been patented since 
1976. The South Ko- 
reans have baulked, 
charging that the re- 
quest is an unpre- 
cedented one intro- 
duced in the final 





tellectual property- 


Kim: opposing liberalisation. 













issues. The South 
Koreans have re- 
cently announced a 
five-year accelerated 
tariff-reduction pro- 
gramme, slated to 
begin 1 July, which 
will reduce the aver- 
age tariff on man- 
ufactured goods 
from 16.9% to 8%. 
“We informed the 
US [of the proposed 
changes] as a way of 
demonstrating our 
will to move in the di- 
rection [of greater 
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rights negotiations. 

US sources close to the negotiations, 
however, professed themselves pleased 
with the **very engaging, very forward- 
looking" attitude of their South Korean 
counterparts. “We have been asked to go 
home and provide very specific informa- 
tion on the compounds," says a US 
source. “I view these as very good 
moves." A senior South Korean official 
says that agreement is expected to be 
reached on retroactive protection later 
this vear. 

The talks also touched on broader 





liberalisation]," says 
the senior South Korean official. 

The two sides also held informal talks 
on beef, which is currently the subject of 
a Gatt panel. South Korean officials, 
who earlier said that the market would 
be opened to high-quality beef imports 
by 1 May, even if an agreement was not 
reached, now say they hope to begin im- 
porting beef later this month. While beef 
imports will still be subject to quotas, ac- 
cording to the officials, the quotas will be 
larger than those in effect when beef im- 
ports were suspended in 1985. 

















tenth of all applications to the fund. [— 


Part of the problem may be due to 
the fact that more than 70% of the 
SMEs have little or no knowledge of the 
government programmes designed to 
assist them, according to a survey pub- 
lished in Small Firms in Singapore, a 
book by academic Chew Soon Beng. 

This dearth of knowledge of govern- 
ment policies may be partly alleviated 
by a new publication: the SME Newslet- 
ter. The paper, which will be an insert in 
the monthly Productivity Digest of the 
National Productivity Board, will pro- 
vide information relevant to Singa- 
| pores SMEs. However, the English- 

eiiis newsletter may not reach 
many of its targeted audience. 

At the latest meeting of the Singa- 
pore Chinese Chamber of Commerce 
and Industry, the president suggested | 
that more than half of the small busi- 
nessmen would be unable to participate 
actively in a workshop on SME develop- 
ment scheduled for 4-6 May because the 
workshop was to be in English. Accord- 
| ing to a 1986 survey, 51.3% of small 
businessmen are Chinese educated 
while the English educated comprise 
28.9% and "others" 19.8%. 


he chamber president's fears were 

based on the assumption that 
"since the EDB usually writes to us in 
English, the workshop will also be in 
English," reported 7he Straits Times. 
However, the EDB said in a clarifying | 
statement that any of the official lan- 








guages could be used in the discussions 








mall businesses suffer stunted growth. 












at the workshop, organised by the 
SMED. 

Recommendations at the close of the 
workshop reflected that, in general, the 
SMEs have suffered from a sort of be- 
nign neglect. Trade associations and 
chambers of industry and commerce 
were taken to task for failing to assist 
the SMEs. But in most instances, the rec- 
ommendations called for more govern- 
ment assistance in the form of funds and 
programmes — even though the SME 
participants were told that their survival 


| depended on their own efforts. 


One of the recommendations, for in- 
stance, suggested that the government 
identify the more promising industries 
on which SMEs should concentrate and 
should then give them special incen- 








tives. Yet another recommendation re- 
quested that the government increase 
its assistance to the SMEs and broaden 
the scope of the Small Industries Fi- 
nance Scheme to guarantees and letters 
of credit. 

At the close of the workshop, EDB 
general manager Tan Chin Nam said 
that the some 150 recommendations di- 
rected at the SMEs themselves, private- 
sector organisations, banks, consultan- 
cies such as Peat Marwick and Deloitte 
Haskins-Sells, tertiary institutes and 
government agencies would be 
examined by government agencies and 
integrated into a report. Then, the re- 
port will be submitted to the govern- 
ment for its adoption as part of the mas- 
ter plan for the SMEs. oO 
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On the private line 


Malaysia moves closer to selling off its railways 


By Nick Seaward in Kuala Lumpur 
alaysia’s railway system, Keretapi 
Tanah Melayu (KTM), has an- 

nounced an operating profit of M$5.5 

million (US$4.1 million) for the first 

quarter of this year — its first in 9 

years. This dramatic turnaround coin- 

cides with the completion of a privatisa- 
tion study which is now with the Minis- 
try of Transport awaiting further action. 

These results should increase the gov- 

ernment's chances of finding a buyer for 

the network. 

KTM's future has been in doubt 
since the revelation by Finance Minister 
Datuk Daim Zainuddin in October 
1986, that the government was prepared 
to lease KTM for the nominal sum of 
M$1 to any operator willing to operate it 
on a commercial basis. The terms of the 


M$l-lease were not published by the | 


government, but it was presumed at the 
time that they would include assump- 
tion of KTM's long-term liabilities of 
M$910 million, of which M$846 million 
are loans from the federal government. 

Details of the privatisation report 
have yet to be released. The govern- 
ments advisers, Bumiputra Merchant 
Bankers and Britain’s N. M. Rothschild, 
which prepared the study, handed over 
the final report only very recently. 
Neither merchant bank nor the Trans- 
port Ministry were prepared to com- 
ment on the findings. However, it is be- 
lieved that the banks have concluded 
that privatisation of KTM is a feasible 
proposition and one which would not 
necessarily entail the writing off of the 
government's loans. 

The crucial question is the amount of 
additional capital investment that is 
needed to bring the railway back up to 
standard before selling it off to the pri- 
vate sector. The network is struggling to 
replace its rapidly deteriorating track 
and rolling stock. The network was de- 
clared obsolete by a masterplan study 
conducted a few years ago by the Japan 
International Cooperation Agency 
(Jica). It is estimated that about 300 km 
of the 1,700 km track is in need of re- 
placement, while nearly two-thirds of 
the 319 coaches in use are more than 15 
years old and a few are more than 50 
years old. 

KTM was allocated just under 
M$560 million by the Fourth Malaysia 
Plan (1981-85), for improvements. This 
was cut back to M$343.9 million under 
the current five-year plan, but an addi- 
tional M$180 million was awarded last 
year. In its submission to the Ministry of 
Finance, KTM management had origi- 
nally required an allocation of M$2.7 
billion under the Fifth Malaysia Plan 


just to maintain its services at their pre- 


sent standard. It estimates that in addi- | 


tion to the M$141 million it has just 
spent on 26 new locomotives and eight 
new coaches, it needs to spend around 
M$120 million on 60 new locomotives, 
M$100 million on replacement coaches, 
and M$100-150 million on new freight 
wagons, especially those suitable for 
containers. 

KTM general manager Tuan Haji 
Sulaiman Hashim told the REVIEW that 
relaying the remaining track and uprat- 
ing the signal system could take as much 
as M$700 million. 

The Jica masterplan estimated that 
M$6.4 billion was needed in 1981 prices 





lion. Deputy Prime Minister Abdul 
Ghafar Baba has gone on record as say- 
ing that the new operator of a privatised 
KTM would not have to take over these 
accumulated losses. However, no men- 
tion has been made of responsibility for 
the pensions of retired railwaymen, nor 
has it been made clear whether the new 
operator will have to take on all employ- 
ees. 

One of the options explored by the 
government is for a hybrid privatisa- 
tion, in which it will keep control of the 
fixed assets and the rolling stock, while 
the lessee will remain a simple operator, 
paying the government for the hire of 
the equipment and the right to collect 
fares. Presumably, the lessee will take 
on those staff directly involved in run- 
ning the trains. Should it have to hire all 
the existing staff, sources said this 


| Should not prove too much of a disin- 


centive as the natural retirement rate is 
expected to be quite high. 

The Railwaymen’s Union of Ma- 
laya has estimated KTM's assets at 
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KTM express to Singapore: doubtful future. 


for the uprating of the main Butter- 
worth-Singapore line to standard 
gauge, electrified, double tracks. At the 
moment, the main line is an overloaded 
single track, narrower than standard 
and served by diesels. 


eine familiar with the privatisation 
proposals told the REVIEW that ex- 
penditure of the order contemplated by 
the Jica plan is considered to be out of 
the question. Instead, some “tidying 
up” is reckoned to be sufficient, requir- 
ing additional expenditure a little in ex- 
cess of M$350 million. This sum implies 
that Jica’s other recommendation — for 
a M$5.1 billion new East-West line from 
Port Klang to Kota Baru, via Kuantan 
— has been dropped completely. By 
contrast, the recent privatisation of the 
main north-south trunk road requires 
the concessionee to spend M$4.5 billion 
on building 500 km of new dual car- 
riageway. 

Roads are profitable, however, rail- 
ways are not. KTM has been run as a 
government department since 1962 and 
has accumulated losses of M$349.4 mil- 
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M$10 billion due to its land totalling 
6,900 ha — some of it in prime areas of 
Kuala Lumpur. However, usage of the 
land is restricted to railway purposes 
and other estimates put KTM's worth at 
about M$1.6 billion. A key point will be 
the substantial KTM land holdings in 
the Tanjong Pagar district of Singapore, 
which — due to a historical quirk — still 
belong to Malaysia. This point was dis- 
cussed by the Malaysian and Singapo- 
rean governments in 1986 and it is be- 
lieved that Singapore expressed no op- 
position to its transfer to private hands. 

Total revenue for 1988 is now ex- 
pected to hit the M$156 million level, 
with M$134 million coming from KTM's 
passenger, mail and freight operations. 
This compares with the most recent fig- 
ures of M$110.5 million earned from 
these operations during the first 11 
months of last year. Over the past 
month, KTM has introduced a new 
passenger express service to Arau, near 
the island resort of Langkawi, and new 
railbus services on six local routes, using 
new rolling stock imported from Hun- 
gary. o 
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Actually, they're all 
Australian bankers. 
Or more to the point, they're 
all international bankers 
working for National 
Australia Bank 

As Australia’s fastest 
growing international bank, 
our global representation 
now includes twelve 
Asia/Pacific countries. Our 
managers in Asia all have 
extensive experience in the 





markets in which they 
operate. And they combine 
that local understanding 
with a thorough knowledge 
of international financial 
matters — particularly in 
dealing with Australia and 
New Zealand. 

National Australia Bank, 


with over 150 years 
experience and ranking in 
the world's top 100 banks b 
assets, has both the 
expertise and the resources 
to meet all your financial 
requirements. Just ask your 
Australian banker at the 
offices listed below 


National Australia Yi Bank 





Head Office: Melbourne, Telex 3024! NATAUS tap traps Telex 7 
NATAUS. New Zealand, (National Australia Bank (NZ) Limited), Telex 
Taiwan, Telex 29944 NATAUTPE Malaysia, Telex 
NATAUS. People’s Republic of China, Telex 
Other Global Representation: Unite St atesof America, United Find 


Republic of Ireland (Northern Bank [Ire 





POE Singapore, Telex 21583 S Japan, T: Telex 22714 
776 ee Republic of itg Telex 8844 NA' 
31899 NATAUS Thailand, ele x 20424 NATAUSTH. Indonesia, 7: 

22524 NATAUCN eane New ras Bank o C 
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INVESTMENTS 


Forced to float 





Foreign ventures in South Korea may have to go public 


By Mark Clifford in Seoul 


ecent statements by South Korean 

Finance Minister Sakong Il under- 
lining the government's intention to prod 
foreign-owned ventures to go public 
have prompted anxiety in the foreign- 
business community. Foreign business- 
men worry that they will be forced to 
sell stock at below-market prices and 
that they risk losing management con- 
trol. 

South Korea's policy of forcing com- 
panies to raise money on the equity 
market has foreign businesses especially 
concerned about its impact on joint ven- 
tures, where foreign interests typically 
own 40-5076, Foreign partners worry 
that as their stake in joint ventures is di- 
luted, their influence in management 
matters will be lessened. The uncer- 
tainty threatens to put a brake on South 
Korea's foreign-investment boom, with 
some companies saying that further in- 
vestment plans are on hold until the 
government clarifies its position. 


The Korean Securities Law was 











ECONOMIC RELATIONS 


One step closer 





| lic, including Honam Oil Re- 


| been publicly announced. “But 
| the 











ble new ventures," says the orania 
for the EC Business Group. For exam- 


ple, an executive for a foreign corpora- 
| tion with annual turnover of more than 
US$10 billion says uncertainty about 
the policy is forcing his company to re- 
consider a planned joint venture. 

The American Chamber of Com- 





amended in January to allow 
the Securities Exchange Board 
to request companies to go 
public. If a company does not 
comply, the Securities and Ex- 
change Commission can re- 
quest its banks to freeze its 
loans. "We find it very seri- 
ous,” says a spokesman for the 
EC Business Group. "All our 
members have expressed great 
concern." 

Although local press re- 
ports have said that the govern- 
ment has recommended that 18 
foreign-invested firms go pub- 


finery, Goldstar Alps Elec- 
tronics, Samsung Corning and 
Hotel Lotte, the companies 
which will be affected have not 


policy does influence 
people's thinking, not just on 
existing projects but on possi- 





Sakong: anxious foreigner. 
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Australian car makers gain easier access to New Zealand 


By Colin James in Wellington 


ew Zealand and Australia appear to 
be speeding up the pace of eco- 
nomic integration following an agree- 
ment to remove barriers to free trade in 
cars and components by 1 January 1990. 

The agreement, which was an- 
nounced on 4 May, is likely to mean that 
other goods will be freely traded by that 
time, even though the original pact on 
Closer Economic Relations (CER), 
which was signed in 1983, did not envis- 
age full free trade until 1995. 

Under the free-trade accord, New 
Zealand will eliminate its 2096 tariff on 
Australian-assembled, or completely 
built up (CBU) cars in equal six- 
monthly instalments from | July. 

That will give New Zealand car as- 
semblers, especially of Japanese cars, 
time to improve their competitiveness 
in order to meet the challenge of Aus- 
tralian exports. There were fears that 
the assemblers would have to face stiff 
competition from duty-free CBU Aus- 
tralian cars while still being subject to a 
25% tariff on the completely knocked 
down kits from which they assemble Ja- 
panese cars. However, that tariff will be 
removed on | July. 











But there is still a snag for the New 
Zealand industry. The Australians have 
not agreed to remove an “export facili- 
tation scheme" for cars, though they 
have said they will identify its impact on 
New Zealand. There is some compen- 
sation, however. An AS20 million 
(US$15.4 million) quota on New Zea- 
land component exports, which some 
observers believe have a bright future, 
is to be removed. 

The New Zealand Government does 
have one card to play in the bargaining 
over export facilitation. If Australian 
subsidies help destroy New Zealand's 
assembly industry, then New Zealand 
could remove all duties on imported 
cars. As a result Australian-assembled 
vehicles would lose the advantage they 
now enjoy over other countries' cars. 

That tariff advantage amounts 
to 35%. Japanese, South Korean, 
European and other countries’ manu- 
facturers now pay a 55% duty. This will 
be reduced to 35% as the Australian 
duty is phased out. A tariff of 35% is 
considered the minimum at which New 
Zealand assemblers, which have short 
runs, can remain competitive. There is, 









however, a small gain for non-Austra- 
lian exporters. From the beginning of 
1989, import licences for cars will be re- 
moved. 

The announcement of the tariff re- 
ductions, which will be accompanied by 
a cut in excise duties, brought im- 
mediate benefits to car buyers. New car 
prices were cut by around 7-8% in anti- 
cipation of the changes. Trade and In- 
dustry Minister David Caygill said there 
was no reason why New Zealand had to 
be a high-priced car country. 

More significantly, the 1 January 
1990 date for free trade in cars and com- 
ponents, once considered one of the 
more difficult obstacles on the road to 
closer economic cooperation, suggests 
the two countries are aiming to intro- 


| duce free trade in other sensitive sec- 


tors, such as steel and dairy products, by 
that date. 

Both governments appear to be rely- 
ing on competition policy to deal with 
continuing problems of competitive- 
ness. Work is now progressing on mak- 
ing the two countries’ policies “compati- 
ble.” But neither government is yet pre- 
pared to move to a common external 
tariff. 


» Michael Malik writes from Sydney: 
The Australian motor industry already 
holds about a 20% share of the New 
Zealand market for new cars and looks 
forward to increasing exports under 
this latest step of the CER agree- 
ment. 











merce has joined with the EC Business 
Group in opposing the venture. “Am- 
Cham members are quite concerned,” 
says executive vice-president James 
Booth. “We object to the pressure being 
put on companies to go public because 
it’s wholly different than a [South] Ko- 
rean company. We haven't been able to 
change the [South] Korean Govern- 
ment's position, though we're working 
on it." 

"From the past record, we've seen 
values put on companies that are arbi- 
trary,” says the local manager of a multi- 
billion dollar foreign-manufacturing 
firm. “Several hi-tech firms that recent- 
ly went public saw their shares go up 
300% in six to nine months . . . If you're 
going public and you have no control 
over the pricing, you may see the com- 
pany sold out from under vou for less 
than the amount you invested." 

The Ministry of Finance (MoF) re- 
cently assured AmCham representa- 
tives that this artificial pricing would not 
occur in the future, but the foreign-busi- 
ness community is adopting a wait-and- 
see attitude. 

Foreign businessmen say they think 
the government's position is more un- 
derstandable in the case of 100%- 


owned firms, which should be subject to 
the same set of rules South Korean firms 
are, but that the situation with joint ven- 


The Australian CBU sector is ex- 
pected to be the biggest immediate 
beneficiary. Increased output should 
allow it to improve its competitiveness 
by lowering the cost of assembly. 

When Australia announced a tariff 
cut of 40% on all foreign-car imports in 
April, dealers immediately warned that 
this would not be reflected in showroom 
prices because the industry had been ab- 
sorbing increases. But they conceded 
the cuts should keep the price of im- 
ported cars stable for some time. 

Now, however, the trade is expect- 
ing to see some real reduction in prices 
because of increased competitiveness 
and gains in cost-effectiveness due to 








tures is quite different. “If you have a 
relationship with a partner the intro- 
duction of new, public, shareholders 
threatens to disrupt that relationship,” 
says a foreign businessman. Complicat- 
ing matters is the fact that under MoF 
rules, 20% of all stock issues in South 
Korea are reserved for employees, 20% 
for farmers and fishermen, 5% for a na- 
tional savings plan and 10% for out- 
siders. 

The policy of encouraging com- 
panies to go public is an outgrowth of 
the MoF's policy of trying to broaden 
the country's stockmarket and at the 
same time reduce corporate gearing 
ratios. In April 1987, the MoF in- 
structed heavily indebted firms with 
bank loans of more than Won 50 billion 
(US$66.7 million) to raise funds on the 
stockmarket and reduce their debt. 
Seventy of these heavily indebted firms 
raised Won 1.1 trillion in direct financ- 
ing last year. 

The funds, plus healthy corporate 
profits, allowed the 70 firms to raise 
equity as a percentage of assets from 
18% to 22% a year earlier. This year, 
the MoF has ordered 186 companies to 
repay another Won 900 billion in debt. 
Companies that do not comply with the 
measures will, according to the minis- 
try, be prohibited from new borrow- 


ing. u 





the opening up of a larger market. 

At the moment, though one result of 
the CER was expected to benefit New 
Zealand by giving it a bigger market, 
the balance of trade is moving in favour 
of Australia. 

Recent figures showed Australian 
exports to New Zealand in 1987 rose by 
almost 40% — making it Australia's 
third-largest market after Japan and the 
US and pushing China into fourth place. 
New Zealand imports rose by only 16%. 

One of the biggest increases came in 
cars and components, which rose from 
A$98 million in the second six months of 
1986 to A$81 million in the first six 
months of last year. o 
































WWF Kojo Tanaka /BCL 


‘The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 
But that’s just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWE, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 

Please send contributions to the WWF 
National Organisation in your country or direct to: 


WWF International, 1196 Gland, 


Switzerland. 
wer a WORLD WILDLIFE FUND 
WWF acknowledges the donation of this space by 


Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather. 
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BANKING 


Fear of flying 


Citibank backs off on an interest-rate increase in Thailand 


By Paul Handley in Bangkok 
Sirens criticism from large domestic 
commercial banks has forced the 
Bangkok branch of Citibank to cut its 
savings-interest rate only 10 days after 
raising it. But rapid loan growth com- 
bined with slow expansion in savings in 
Thailand appears to guarantee that 
rates overall will rise anyway in the near 
future. Higher rates will result in even 
slimmer margins for lenders, and a 
slowing of the economic boom. 


Even as Citibank reversed itself, reli- | 


able sources said other banks were con- 
sidering raising their savings rates. 

At the end of April, Citibank sur- 
prised the market with a central bank - 
approved l.5-point rise in its tax-free 
savings rate, from 5.5% to a maximum 
7% offered for balances of Baht 20 mil- 
lion (US$790,514) or more. While a bat- 
tle for depositors between local com- 
mercial banks has steadily pushed up 
taxable time-deposit rates since late last 
year, the savings rate had not moved of- 
ficially after dropping to 5.5% in Sep- 
tember 1986. Since January, however, 
liquidity in the system has contracted. 

Hit especially hard over the past 20 
months by low funding-to-lending mar- 
gins, the big four Thai commercial 
banks — Bangkok Bank, Thai Farmers 
Bank, Krung Thai Bank and Siam Com- 
mercial Bank — quickly expressed 
anger at Citibank's roguish advertising 
of the change. This was despite the fact 
that Citibank held only 0.7% of all com- 
mercial-banking assets in Thailand at 
end-1987 and a smaller 0.1475 of the 
system's total deposits. "Our deposit 
market share is minuscule," said David 
Mortlock, country chief for Citibank. 

Yet it is only a matter of time before 
the savings rate is forced up. At least 
one other bank has received permission 
from the Bank of Thailand (BoT) to do 
the same as Citibank. Moreover, excess 
liquidity has pretty much disappeared 
from the system, due to the sluggish ve- 
locity of money, poor savings growth 
and the increasing trade deficit. It is felt 
that BoT has not soaked up much of the 
excess itself, and that it is unlikely to 
risk fuelling inflation by expanding the 
money supply. 

Mortlock said the new rate was as 
much a means of drawing new custom- 
ers to Citibank as it was to raise funds. 
Like most of the 14 foreign banks, 
Citibank is limited to only two branches 
in Thailand and most operate only one. 
This makes it difficult to attract a strong 
deposit base. Restricted market access 
makes it hard to take business from 
local institutions — Bangkok Bank. for 
instance, has 336 branches nationwide. 
p— 





Publicly at least, Citibank's move 
was seen by the Thai Bankers' Associa- 
tion (TBA), comprising local commer- 
cial banks, as an unnecessary stimu- 
lus to a whole round of interest-rate 
rises and a dampener on economic 
growth. The bank retreated, Mortlock 
said, because “we do not want to be the 
cause of a slowdown in Thai economic 
growth.” 

However, that is probably not the 
complete reason for the backdown, 
other bankers say. The rate increase 
was a way for Citibank to lower funding 
costs, and beat the artificial inter-bank 
rates fixed by the TBA. 

Many foreign banks rely on the inter- 
bank market for sub- 
stantial funding. Last 
year, they were able to 
source cheap inter- 
bank funds from the 
cash-flush big four and 
then undercut them in 
lending rates. Because 
this was paring their 
margins to the bone, 
the TBA, dominated 
by the big four, fixed 
an artificial inter-bank 
rate. Last November, 
the rate was raised from 
5.5% to 6.5976, and then 
pushed up to 7.5% in 
late January. The gen- 
eral tightening of 
liquidity in the first four 
months of this year has 
recently given more 
strength to the current 
rate. 

Citibank's move 
threatened this cartel, 
as well as the trail TBA 
agreement on deposit- 
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Bangkok Bank: anger. 


teract the market trend.” 

Citibank’s tactics have obviously ruf- 
fled the big four — the bank's aggres- 
siveness since taking over the local Mer- 
cantile Bank branch in 1984 has already 
made it the largest of the 14 foreign 
banks in assets. Its lead in efficient man- 
agement practices has also stimulated a 
lot of competition, forcing the larger 
banks to cut their margins to keep their 
loan-market share. 

Moreover, Thai commercial banks 
were stopped last year from offering 
higher savings rates themselves. Be- 
tween May and December, they were 
providing unadvertised "special sav- 
ings" account rates for big depositors 
who agreed privately to leave the 
money deposited for a certain time. The 
special accounts gave the customers 
greater returns than a taxed time ac- 
count, while the bank benefited by pay- 
ing out less on the deposit. It was 
cheaper for a bank, and better for a 
saver, if the bank offered 6.5-7% on a 
savings deposit than 
paid out 7.5% on a time 
deposit. 

At year-end, the 
banks withdrew the of- 
fers because of audit 
threats from tax offi- 
cials, local bankers say. 
The government was 
losing a substantial 
amount of potential in- 
come when money was 
moved from time to 
savings accounts. 

Since closing down 
super savings accounts in 
January, the local banks 
have competed in offer- 
ing higher time-deposit 
rates. Breaking the 
TBA-agreed ceiling of 
7.75% , many banks are 
now offering their better 
customers time deposits 
at 8-8.75% , and trying to 
offset it by maintaining 
the 5.5% savings peg. In 
publicly elevating its 





DAVIDOM RAVES: 





rate ceilings, and it is 


widely felt that Citibank bowed to pres- | 


sure from the big four banks. 


A credibility to this explanation 
is the fact that the BoT expressed 
both official approval and tacit appreci- 
ation for Citibank’s move. A senior 
BoT source said the bank would not 
mind seeing interest rates increase 
slightly, if it served to cool off the rapid 
economic expansion. With loans grow- 
ing at an annual rate of 27.4% in the first 
quarter, according to Bangkok Bank 
figures, and deposits up at a rate of only 
18.476, there has been some concern at 
the economy overheating. The inflation 
rate is threatening to exceed 5%. "We 
do not want to endorse the trend" in 
higher interest rates. said the central 





savings rate to 7%, 
Citibank could compete with time rates 
of up to 8.25% and beat the inter-bank 
rate simultaneously. If other banks fol- 
lowed suit, the time-deposit rate floor 
would have to be pegged around 8.25%. 

The real threat. of this is that borrow- 
ers have not yet been hit with rising in- 
terest rates. Long-term prime borrow- 
ers have been receiving rates of 9-9. 596, 
and home buyers 10.75-1196. Just when 
local; commercial banks. thought they 
were emerging from a low-margin 
period with their market shares rela- 
tively-intact. the margins are being cut 
again by à rise in costs. With the fixation 
of at least the larger Thai banks on mar- 
ket share. the indications are for con- 
tinuing strong competition and, possi- 
bly, lower returns. u 
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bank source, “but we will not coun- 
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When you move your international 


business to New Jersey, you won't feel alone. 


We've already attracted more than a 
thousand firms from forty countries. Includ- 
ing Samsung, Siemens, Jaguar, Panasonic, 
and Ciba-Geigy. 

The reasons are compelling. 

Companies that locate in New Jersey 
have easy access to the greatest concen- 
tration of banking and financial resources in 
the world. 

Easy access to an integrated transpor- 





ew Jersey AState ForAIl Nations. 


REISEPASS 
PA | 


T 


REPUBBLICA ITALIANA 





within overnight reach of 40% of the nation’s 
population. 

And easy access to a state government 
dedicated to fostering world trade. 

New Jersey is also an ideal place to 
live. Our international communities reflect 
the rich heritage of many countries. And 
you'll also enjoy the many cultural, enter- 
tainment and recreational facilities for which 
New Jersey is famous. 

To find out more about the advantages 
of locating in this cosmopolitan state, phone 








Governor's Special Trade Representative and 


Director, New Jersey Division of Interna- 
tional Trade, 744 Broad Street, Suite 1709, 
Newark, NJ 07102. Telex: 178089-NTDIT. 

You'll learn why businesses from the 
four corners of the earth put down roots 
in the Garden State. And flourish, 


New Jersey And You, 
Perfect Together. $ 


Thomas H. Kean, Governor 
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1988: Alcatel E10 makes 


Alcatel E10: all set for ISDN. Alcatel CIT hos delivered 
the first Alcatel E10 exchange fully equipped for ISDN. 
Installed in Brittany, it is part of the RENAN operation, an 
ambitious PTT-program aimed at offering ISDN to the Paris 
area in 1988 and extending the service to all French 
subscribers in 1990. Alcatel E10 is fully featured for ISDN. Its 
CSN, the subscriber digital access unit that will be gradually 
incorporated to the exchanges already in operation, offers 
plug to plug compatibility for analog and ISDN line modules. 
CSN supports all ISDN access interfaces. It is equipped with 
CCITT No.7 signaling, a guaranty of flexibility for further 
requirements. Apart from the Brittany exchange, 200.000 CSN 
lines have been installed in diferent countries and over one 
million have been ordered by the French Telecommunications 








Alcatel E10: evolution-designed. ISDN is but one 
example to the Alcatel E10 system's constant capacity to evolve. 
In order to constantly offer the best solution to the ever- 
increasing requirements of users and network operators, Alca- 
tel CIT conceived its Alcatel E10 system on the basis of an open 
architecture in which each function is handled by independent 
software and hardware modules. New functionalities are 
introduced at any time by simply adding complementary 
modules to meet whatever need is expressed. 

Throughout the years, Alcatel CIT has built up an extensive 
software library while installing Alcatel E10 in 59 countries 
worldwide so far. This is an exceptional asset. The living proof 
of the quality and maturity of Alcatel E10’s software is given by 
1300. exchanges in operation. in the world serving 21,000,000 
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ISDN a reality in France. 


Alcatel E10: ISDN backed by experience. Fach oí 

these exchanges is serving an average of either 13,000 transit 

trunks or 20,000 subscriber lines with capacities of over 50,000 

lines largest ones. 

Long before the ISDN development, Alcatel CIT has gained 

unequaled experience in supplying new services. 

Alcatel CIT has delivered the neiwotk infrastructure of the A L C À T E L 
French Videotex, which now serves more than 3,000,000 

subscribers, who can get access to over 4,000 services. 

With 800 Alcatel E10 digital switching systems in service, over 

half the French network is digital. Consequently, 64 kbit/s 

switched bearer service has been made available by the 

French Telecommunications throughout the territory. Alcatel CIT 

also provides data and store and forward message networks Alcatel CIT - 33, rue Emeriau - 75725 Paris cedex 15 
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AMERICA, 
THE WAY IT SUITS YOU. 


At Northwest Airlines, we not only 
offer you more of America to pack 
for, but for as little as $ 329 we 
offer you the freedom of our North 
American network. 

Go where you want. Plan as you 
go. But be sure to get all the details 
and your Northwest USA Pass 
before you go. 

For more of America the way it 
suits you, call Northwest or your 
travel agent. And start packing. 


USA PASSES 











BANKING 







By Michael Malik in Sydney 


he rocks are Treasurer Paul Keat- 

ing’s tight purse strings and the ob- 
jections to privatisation by the leftwing 
of the Australian Labor Party (ALP). 
The hard place is a static market share 
and the need for a large injection of cap- 
‘ital for expansion. Between them: the 
state-owned Commonwealth Banking 
Corp. 

After bad results in 1987, when its 
:i A$378.1 million (US$290.8 million) 

i operating profit before tax was 15% 
below the previous year, the Common- 
wealth has come under increased 
scrutiny from both its own manage- 
ment, the Treasury and its competitors. 
Each. has concluded that if the Com- 
monwealth is to prosper and continue to 
Offer the sort of services it was set up to 
do, then the bank must grow. To grow, 
the Commonwealth needs to increase 
its capital base. A management study 
has shown that the bank needs án'injec- 
tion of A$1.4 billion in the not too dis- 
tant future just to maintain its present 
market share. 

The Commonwealth has received a 
meagre A$15 million in additional capi- 
tal from the government over the past 
five years. Its principal rivals, private- 
sector banks Westpac Banking Group, 
ANZ Banking Group and the National 
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Arock and a hard place 


Australia's Commonwealth Bank ponders its growth plans 


Australia Bank raised additional capital 
of A$1.426 billion, A$1.526 billion and 
A$914 million respectively in the same 
period. 

As far as the Commonwealth's man- 
agement is concerned, the ideal solution 
would be for the government to supply 
it with all the capital needed for growth. 
Many in the industry point out that this 
would not be an unprofitable invest- 


| ment for any government in view of the 


dividends the bank pays. And, of 
course, government funding is the path 
that the leftwing of the ALP will be 
pressing on the Hawke administration 
at the annual party conference in June. 
B“ Keating has firmly turned the 
government's financial policy away 
from such a course. He needs to de- 
crease government spending, and has 
opted for privatisation of a number of 
state-owned enterprises, including the 
Commonwealth and Qantas. However 
hard the Left may press, the govern- 
ment has made it clear to the bank’s 
management that it will be "difficult" — 
which is taken as a euphemism for the 
administration to give a high priority to 
funding the bank’s capital needs. 

There are basically two alternatives 
ways to raise the Commonwealth’s capi- 
tal: a public float of part of 
the bank, or a merger with 
a competitor. Market ana- 
lysts see no reason to 
doubt that a float, despite 
the flat Australian mar- 
kets at the moment, would 
be well-subscribed. But 
the government appears to 
favour the merger idea, 
and has asked for a de- 
tailed study. 

The Commonwealth’s 
own view, which have 
been expressed publicly by 
its chairman Tim Besley, is 
that if such a merger did 
take place, the bank 
should retain its identity 
E andname, and the govern- 

s ments interest in the 
merged operation should 
be at least 50%. 

If merger is to be the 
answer, it would appear 
on the surface that ANZ, 
one of the Big Four local 
banks, is the most suitable 
partner — and certainly 
ANZ has been busy pub- 
licly suggesting that it is 
highly interested. ANZ 
has the smallest domestic 
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REVIEWDIAGRAMS by Barw Loe 


operation and the largest foreign opera- 
tions, including merchant-banking and 
stockbroking, in 23 countries. The 
Commonwealth, which has seen its role 
under its government charter as very 
much catering to the home market, par- 
ticularly in such areas as retail services, 
and home and other personal loans, is 
by far the weakest of the four in the in- 
ternational field. It has operations in 
only seven other countries. 

But, at the moment, the Common- 
wealth seems lukewarm about ANZ's 
charms. It is afraid that ANZ's big push 
into global banking is proving less pro- 
fitable than hoped and that the suitor 
might be looking for a crutch rather 
than a partner. An ANZ source, while 
failing to confirm its ambitions towards 
the Commonwealth, admitted that 
there could be no agreement if there 
was any hostility from the Common- 
wealth on such a move. He also said that 
whatever the outcome, ANZ needed to 
find a partner within five years. How- 
ever, the source pointed out there were 
more than 100 financial institutions in 
Australia, including building societies 
and merchant banks, which could fill 
that role. 

The Commonwealth’s point of view 
is that it does not need to rush into any- 
thing — it can remain “comfortable” 
with its capital at present, as an insider 
says — and that it wants to look very |. 
carefully at the options. But, as man- 
agement constantly points out, the ulti 


berra corridors of power, rather than b 
the bank's directors. : 























TECHNOLOGY 


A design failure 





Japan suffers an acute shortage of software systems engineers 


By Bob Johnstone in Tokyo 


Tee may not be much to look at, 
but the set of loose-leaf binders on 
display at the showroom of NRI & 
NCC, Japan's largest software house, 
are almost certainly worth more than 
their weight in gold. The binders con- 
tain detailed instructions on how to 
create the computer programmes for a 
share portfolio-management system, 
and they cost Y 100 million (US$801,925 
million) a set. 

Despite the hefty price, the binders 
have been selling like hot sake on a cold 
night. "Everyone wants to buy our 
books," laughs Shintaro Maeda, man- 
ager of NRI & NCC's planning depart- 
ment, adding that life-insurance com- 
panies are particularly eager customers. 

The binders say two things about the 
market for software in Japan. Their 
popularity says that demand is huge: 
their price and format, that supply is 
strictly limited. 

Last year, for the first time, the Ja- 
panese software industry's sales topped 
X] trillion. Although still relatively 
small compared with those of the US 
rae ¥5.5 trillion) and Europe 

around ¥3 trillion), the Japanese in- 
dustry is growing by leaps and bounds. 

In 1986, the most recent year for 
which accurate figures are available, 
sales jumped 38.7%. Industry pundits 
predict that sales will continue to grow 
by 23% or more for the foreseeable fu- 
ture. The rate would undoubtedly be 
even faster, but for one big bottleneck 
— Japan suffers from a shortage of skill- 
ed software designers. 

Fuel for the industry's growth comes 
largely from the financial sector. The 
big banks and brokerages need new pro- 
grammes to take advantage of changes 
in the business enivironment caused by 
the deregulation of the financial and 
communications sectors, and increasing 
globalisation. 

Much of this software is used to run 
huge, integrated computer networks, 
known as third-generation on-line sys- 
tems. These custom-made systems cost 
about US$500 million each, and require 
armies of programmers to write the 
software for them. 

First-generation systems appeared in 

Japan about 20 years ago. Their func- 
tion was to connect cash dispensers at 
bank branches with the mainframe com- 
puters at head office. Hardware ac- 
counted for most of their cost. By the 
time second-generation systems started 
appearing, in the middle of the 1970s, 
software costs had grown to about half 
of the total. The distinctive features of 
these systems were the widespread use 





of automated teller machines, and the 
ability — via a clearing centre — to 
handle interbank transactions. 

This network of connections reached 
its logical conclusion last year, when the 
systems linking the 13 city banks and the 
64 regional banks merged to form a 
single giant national network. The sys- 
tem hooks up nearly 20.000 cash dispen- 


sers handling a volume of close on 10 | 


million transactions a month. 
If automation was the theme of the 
second-generation systems, then inte- 
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gration is the theme of the third. In 
order to introduce new products, the 
banks and brokerages need to be able to 
mix and match existing services. For 
example, if you wish to sell a customer 
on the idea of putting his money into 
bonds rather than a deposit account, it 
helps to be able to demonstrate — via 
computer — the relative merits of the 
former over the latter. 

The problem, as Takeshi Shinohara, 
deputy general manager of operations 


| planning at Nomura Securities, points 


out, is that it was difficult to predict at 
the design stage what sort of products 
customers were likely to want in the fu- 
ture. 
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transactions: 24.9 million 


branch clerks: 12,554 
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In third-generation systems, soft- 
ware can account for as much as 80% 
of the total development costs. In 
particular, such systems rely to a much 
greater extent than previously on thé ac- 
cumulated experience of the designers, 
or systems engineers as they are known 
in the business. 

The trouble is that there is an acute 
shortage of such skilled people in Japan. 
And there is no easy way to increase 
supply. because, as Kazuhiko Adachi, 
president of Intelligent Wave, a leading 
Tokyo software house, explains: "To be 
a systems engineer, it's not enough to be 
a computer-science graduate — you 
have to have experience in business, 
too.” 

Understanding accounting is espe- 
cially important, Adachi says. He stress- 
es that “good systems engineers also 
have a certificate of proficiency in ac- 
countancy." Adachi's view is 
echoed throughout the indus- 
try: "The key point today." 
says Michio Yoshiki, who is in 
charge of software develop- 
ment at Saitama Bank, "is how 
much talent you have — and 
software houses don't have 
those people." 

Perhaps as many as 9076 of 
Japanese software houses are 
little more than body shops — 
that is, companies which rent 
their employees’ services on a 
temporary basis. The reason 
for this unhappy state of affairs 
is that most software is ordered 
from the computer makers, 
rather than directly from the 
software houses. 


IDH ANDY AG LHYHOAMSIA3H 


I: the unending struggle to 
sell their machines. hard- 
ware makers have traditionally 
thrown software into the bar- 
gain for next to nothing, a prac- 
tice which pampered Japanese 
clients have come to expect 
and demand. 

The makers agree to pro- 
vide the client with a certain 
number of programmers for a 
certain length of time, à prac- 
tice known euphemistically as 
"facilities management." They 
then farm the job out. to subsidiaries, 
which in turn pass it on to their sub- 
contractors, and so on down to the body 
shops. 

The difference between a body shop 
and a pukka software house emerges 
clearly from a comparison of annual 
sales vs numbers of employees of two of 
the industry's biggest companies. CSK, 
ranked second in 1987, managed sales 
of €51 billion with 4,505 employees, 
while Nomura Computer Systems 
(NCC), ranked third, earned X43 bil- 
lion with just 1,120 employees. 

NCC is also exceptionally profitable, 
with a profit ratio of 13% compared to 
the industry average of about 4%. At 
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merged with Nomura. Research Insti- 
tute to become the largest software firm 
in Japan (an ascendency it will retain 
only until July, when Nippon Telegraph 
and Telephone. spins off its data-com- 
munications division as a subsidiary). 

One consequence of their body-shop 
image is that Japanese software houses 
find it very hard to recruit good people. 
Another of the Japanese industry's 
structural weakness 1s. companies’ ten- 
dency to rotate their employees every 
three years or so from one job to 
another. 

This system produces good gen- 
eralists, but designing software is à 
skill that demands specialists. Nomura 
Securities was one of the first to recog- 
nise this, when it set up NCC as a wholly 
owned subsidiary 23 years ago. "One 
good thing about [our company],” says 
Shinohara, “is that we have no rotation 
problems." 

Saitama Bank's Yoshiki offers a 
classic example of the benefits of 
building up software expertise. He has 
been involved with software develop- 


MARKETS 


the end of last year, the company : is 
_ staff average six years or more of experi- 








ment at the bank for 15 years, and 
ence in the field. The payoff has been 
that humble Saitama, ranked 11th out 
of 12 of Japan’s city banks, has been 
able to open a clear lead over its much 
bigger rivals in the international area. In 
1983, Saitama became the first Japanese 
bank to introduce its own international 
accounting system. 

Intended primarily as a risk-manage- 


| ment tool for overseas operations, the 
| Saitama 


system ties six overseas 
branches (with Seoul set to become the 
seventh in July) and five subsidiaries 
into a single integrated system of real- 
timé-settlement management and inter- 
national dealing. In addition to the 
benefits to the bank's in-house opera- 
tions, the system has also proved to be a 
goldmine in its own right, in the form of 
sales as a software package. (This in it- 
self is unusual in Japan, where almost 
90% of software is custom-made. ) 

The clients are regional banks, 
which, since they cannot afford to deve- 
lop their own systems, are forced to buy 
a package (cost: same as NRI & NCC's 


Credible alternatives 


Hongkong ponders the shape of its financial markets 


By Christopher Marchand in Hongkong 


Te report by the Securities Review 
Committee into Hongkong’s capital 
markets is likely to disappoint those 
who want a thorough overhaul of the 
territory’s securities markets. 
Officially, spokesmen for the com- 


Lloyds of London chief executive Ian 
Hay Davison, say the report will con- 
centrate on "essential questions." 
These are defined as a modern settle- 
ments system, a new stock exchange 
constitution, a revamped role for the 
securities commissioner, and a wider 
range of futures-market instruments. 
Broader issues such as corporate dis- 
closure and ethics, insider trading, 
takeovers and warrant issues are un- 
likely to get an in-depth airing. The 
committee will argue that time con- 
straints and lack of resources made it 


impossible to write a fuller report at this | 


stage. Nevertheless, within its terms of 
reference, the report, which is likely to 
be released in early June, may still pro- 
pose extensive changes to the structure 
and management of Hongkong's sec- 
urities markets. 

The crucial issue, Hay Davison is 
likely to stress, is the resolve of the 
Hongkong Government and stock ex- 
change officials to develop a credible 
securities market. The committee's re- 
port will serve as a blueprint, but the im- 
plementation of its proposals — and the 





fine print — will be left to the govern- 
ment and market. 

The committee was established after 
the global stockmarket crash last Oc- 
tober which saw the Hongkong stock 


| exchange close for three days. 
mittee, which is chaired by former | 


The committee's basic premise will 
be that Hongkong must tackle the ques- 
tion of reform in order to regain interna- 
tional investors’ confidence, and to 
keep its pre-eminence as Southeast 
Asia's leading securities market. Hay 
Davison is reported- 
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| 
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ministry warned them to tighten up 


their risk-management procedures. 
Yoshiki reckons that since the directive 
was issued, his company has sold 12 or 
13 risk-management programme mo- 
dules. 


A’ important aspect of risk manage- 
ment is the increasing use of so-call- 
ed artificial-intelligence (AI) software. 
Typically, such programmes work using 
simple “if-then” inferences — for exam- 
ple, if the rate is x%, then the yield will 
be y yen per month — to give managers 
instant support for their decisions. 
Alis also finding applications in the 
branches of banks and brokers, in the 
form of consultancy services. An exam- 


ary arrest of former stock exchange 
chairman Ronald Li, and the removal 
from the stock exchange general com- 
mittee of seven Li supporters (including 
five of the six listing committee mem- 
bers). 

Any reform package, however, faces 
a problem in that it is the small brokers 
that are likely to be hardest hit. Small 
brokers have played a key role in the 
Hongkong markets dynamism, and 
provide invaluable liquidity, mopping 
up shares for local investors as foreign 
institutions unload stock. 

In this regard, Hongkong's 24-hour 
settlement is the main cause for concern. 
A one-day settlement rule has reduced 
risk and capital backing needs, and en- 
abled small brokers to proliferate in num- 
bers far in excess of New York, London 
or Tokyo. Considering how many there 
are, failures and de- 





ly very impressed 
by the regulatory 
prowess of the Mone- 
tary Authority of 
Singapore. He might. 
therefore, emphasise 
the need for a more 
professional regulat- 
ory structure in Hong- 
kong and a code of 
conduct. 

In contrast to his 
experience at Lloyds, 
where conservatives 
blocked proposed re- 
forms, Hay Davison 
stands a better chance 
of success in Hong- 
kong. The conserva- 
tive camp has already 
suffered a severe set- 
back with the 2 Janu- 





faults have been re- 
markably limited. But 
a 24-hour settlement 
clashes with a three- 
day settlement in 
Tokyo, five days in 
New York and 14 days 
in London. Some ad- 
justment to three to 
five days appears in- 
evitable. 

Ironically, this will 
increase brokers’ risk. 
And should Hay Davi- 
son favour removing 
the restriction on short 
selling of physical stocks 
in Hongkong in order 
to develop broader ar- 
bitrage programmes 
and a more efficient fu- 
tures market, that risk 
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ple is the Dai-Ichi Kangyo’s “Money 
Plan Expert System,” available at the 
bank’s 360 branches throughout Japan 
from the beginning of April. Compared 
with the conventional time-deposit, the 
plan. offers savers shorter terms (the 
minimum period is a month) at rela- 
tively higher rates. The ability to offer 
such flexible services is important for 
Japanese banks facing increased com- 





will be even further heightened. Brok- 
ers’ capital backing will need to be 
raised, to the detriment of the small 
broker. Hay Davison will not prescribe 
figures, but will note that capital backing 
should be related to market share and 
net open positions. 

Perceived unfairness to smaller 
brokers could be accentuated by the 
likelihood that Hay Davison will recom- 
mend measures to promote the futures 
market. Clearly, the range of financial 
| instruments must be broadened if fu- 
| tures are to gain popularity. Before the 
| crash, the small scale of hedging and ar- 
| bitrage in Hongkong made the futures 

market little more than a speculative 
| den. Very real weaknesses in credit con- 
trol caused its effective collapse during 
| 
| 
| 
| 
| 
| 





the crash. In the process, the fundamen- 
tally sound stockmarket and Hong- 
kong's always fragile confidence were 
nearly dragged down with it. For the 
sake of international competitiveness, 
however, Hay Davison may have to 
recommend a stronger futures market. 


Q: the physical-market side, the use 
of a computerised, central clearing 
system would lessen risk exposure. Its 
introduction some years back was de- 
layed, reportedly on Li's insistence that 
he get a share of the clearing system's 
ownership. This time the Hongkong 
and Shanghai Banking Corp. and the 
stock exchange itself are competing for 
ownership and operational rights to the 
settlement system. The exchange has. 
identified the Toronto model as the 
most suitable for use in Hongkong. 

Hay Davison's answer to this dispute 
could be to recommend a non-profit 
making ownership structure of the set- 

tlement system. Profit would be passed 
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petition for savings from 
life-insurance com- 
panies. 

From such begin- 
nings. AI seems likely 
to spread rapidly. The 
Ministry of Interna- 
tional Trade and Indus- 
try is particularly bul- 
lish. It sees sales of AI 
software growing from 
¥25 billion in 1985 to 
¥660 billion by 1990, 
for an average annual 
growth rate of 38%. 

For the next few 
years, financial services 
will continue to repre- 
sent the most attractive sector for the 
Japanese software industry. Beyond 
that, some analysts see Japan's archaic 
distribution sector as being the next big 
target for software products. 

In such a market, the key to success 
is how efficiently information is fed 
back from shop to supplier. A good 
example this is the system that NRI 
& NCC developed for the Seven- 


1986 





on to stock exchange investors in the 
form of lower charges. The stock ex- 


change, custodian banks and other in- | 


terested parties would acquire board 
representation. 


A similar approach might conceiva- | 


bly be taken to the composition of the 
stock exchange committee now that the 
committee is willing to countenance 
changes to its present one member-one 


vote system of representation. It wasthe | 
existing system which enabled Li and the | 
small brokers to monopolise power. | 


But committee representation for 
foreign and corporate brokers gives rise 


to problems of definition. Sun Hung Kai | 


Securities, James Capel, Citicorp Sec- 
urities, Jardine Fleming, Baring Sec- 
urities and Hoare Govett are the Hong- 
kong exchange's top six stockbrokers, 
accounting for some 20% of daily turn- 
over. But if smaller Hongkong brokers 
follow world trends, incorporating 
themselves as limited-liability com- 
panies, they could swamp voting in the 
corporate sector. Moreover, how is 
“foreign” defined? Hongkong-based 
Sun Hung Kai Securities would consider 
itself an international but not a foreign 
broker. Not surprisingly, the committee 
has yet to reach its conclusion. 

An easier task is to define the role of 
the Securities Commissioner's Office as 
the supervision of the stock and futures 
exchanges. The Commissioner's Office 
is understood not to oppose this move, 
but is fighting to retain its present role in 
takeover matters. The commissioner 
does not want to yield power until the 
exchange's management is placed on 
a firm professional footing. The ex- 
change, however, is having difficulty 
recruiting a Cantonese-speaking sec- 
urities-market expert. B 





| tion is not as lucrative ama 








Eleven chain of convenience stores: 

From some 7,500 bar-code terminals 
(about one-third of all such terminals in © 
Japan), the system processes about 15 
million transactions per day. In addition 
to the information about the product, 
the system can also handle information 
about the customer — for example, sex 
and approximate age — the time of day, 
and even the weather, thus providing a 
very accurate picture of who buys what, 
when. 

NRI & NCC processes all this data 
for Seven-Eleven, routing orders for 
products directly to suppliers; One re- 
sult is that the stores get their sand- 
wiches delivered three times a day 
compared with twice by competitors. 

At the moment, however, distribu- 














by the chronic lack of system 
Companies like NRI & N( 
capitalise on that lack by continuit 
focus on the financial-services market, 
and selling system design. In other 
words, more multi-million yen sets of 
loose-leaf binders. 


Developing 
investments 


The Karachi Stock 
Exchange booms 


By Husain Haqqani in islamabad 
he Karachi stockmarket, which has 
been booming since the beginning of 

the year, is likely to climb even higher 

once tax changes aimed at improving 
the return on equities are introduced in 

June. 

The Pakistan market reached its 
peak in the middle of March when 1 mil- 
lion shares changed hands in a single 
day for the first time. Since then the 
share-price index has slipped back, 
though it remains well above the levels 
of previous years. 

The Karachi Stock Exchange (KSE) 
has a market capitalisation of Rs 37 bil- 
lion (US$2.1 billion) — up from Rs 31 
billion a year ago. But only a handful of 
the listed companies interest investors. 
These include five Islamic investment 
funds, known as modarabas, Pakistani 
subsidiaries of multinationals and a par- 
tially privatised public-sector finance 
company. 

Funds are flowing into the market 
mainly from overseas Pakistanis, who 
have long been seeking safe avenues for 
investing their savings. Other investors 
include salaried taxpayers hoping to bene» 
fit from concessions on. investments. 
But most businessmen continue to shy | 
away from the stock exchange, prefer- | 
ring to run their trading outlets and in: - 
dustrial enterprises: privately. Large | 
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amounts of savings remain in the under- 
ground economy which some believe 
make up almost one-third of GNP. 
Buying and selling of shares has tre- 
mendous growth potential in an Islamic 


society which frowns upon interest- | 


bearing investments but where acquir- 
ing equity meets with theological ap- 
proval. Islamic injunctions against 
usury forced Pakistan to introduce in- 
terest-free profit and loss sharing bank- 
ing. Encouraging the financing of 
businesses through the capital markets 
is considered by many as a logical exten- 
sion of Islam into all spheres of the 
economy, 

But despite the recent surge, overall 
credibility of Pakistan’s stock exchanges 
remains low. The KSE is not widely 
trusted while the other stock exchange 
at Lahore has yet to make a significant 
impact. Although the Karachi exchange 
has relatively small capitalisation, the 
number of companies listed on it — 381 
at the end of last year — is comparable 
to the number of listings on stock ex- 
changes in Switzerland and South 
Korea. 

But more than half of these com- 
panies have not announced dividends in 
years and annual returns on the best 
stocks have averaged about 11-1296. As 
the KSE is basically self-regulated, trad- 
ing is dominated by a small group which 
has discouraged dispersal of share own- 
ership. 












The government is being encouraged | 
by major aid donors. notably the World | 


Bank, to enlarge Pakistan's capital mar- | 


ket. Several proposals to increase the 


supply of equities and eliminate the pre- | 
sent low rates of return are being consi- | 
; bank) 


dered. . 


T. corporate-law authority has pro- 
posed mechanisms which would en- 
able hostile takeovers of poorly per- 
forming companies. Almost all such 
companies are closely held and some 
have not declared dividends for as many 


as nine years. They have continued to 
operate year after year despite being os- 
The ability of | 


tensibly unprofitable. 
their sponsors to finance other enter- 
prises, however, indicates that their 
books are cooked. 

Under the authority’s plan, owners 
of companies which are constantly 
quoted below par value will be forced to 
sell their shares to anyone bidding at the 
paid-up value of these shares. Sponsors 
of the companies will then have to either 
improve their dividends or risk losing 
control. 

Only 2.5% of Pakistan’s 18,000 pub- 
lic limited companies are listed on the 
KSE, largely because of the higher cost 
of equity compared to debt and the 
higher disclosure requirements. Offi- 
cials say the government will encourage 
multinationals to increase the supply of 
their shares to the public. It will also ac- 





celerate its disinvestment programme to 
improve availability of equity for poten- 
tial investors. 

The Karachi exchange has already 
started secondary trading in various 
bonds issued by the State Bank (central 
and the state-owned power 
monopoly, Wapda. But until recently, 
sections of the bureaucracy remained 
unclear about the terms of such trading, 
leading to confrontation between 
stockbrokers and the authorities. 

The market was closed in protest for 
almost a week in March, following the 
arrest of a KSE vice-president for sell- 
ing allegedly stolen government bonds. 
Members of the exchange argued that 
being bearer instruments, these bonds 
were transferable on presentation and 
could be bought and sold without verifi- 
cation of ownership, except where loss 
or theft was previously notified. The 
market re-opened after assurances from 
the government that it would honour its 
commitment to bearer instruments. 

But the incident demonstrated the 
kind of difficulties that might arise with 
introduction of new investment instru- 
ments. The week-long closure of the 
stock exchange is said to have broken 
the momentum of the market’s rise. But 
the slowdown is widely believed to be 
temporary as investors await govern- 
ment tax plans which are due to be in- 
troduced, along with the budget, in 
June. ü 








The ADB was late in the day getting | into equity 
sponsorship but is trying hard to catch up — most remark 












€ apital gains 
The ADB aims to set up a Pakistan fund 


By Philip Bowring i in Manila. 


JS T he Asian Development Bank (ADB) may be the first 
s organisation to launch a Pakistan equity fund for foreign 
© investors. Although the ADB has come rather late in the day 
to promote foreign portfolio investment in emerging Asian 
stockmarkets, it has identified Pakistan as the most promis- 

ing target for a national fund invested in quoted securities. 
ooo The bank is believed to have had a cautious but interested 
A response from the government to tentative suggestions for a 
fund inthe 'US$30-50 million range. There is believe to be big 
“immediate demand in the Gulf countries, where there are 
many non-resident Pakistanis, as well as potential demand 
from worldwide investors looking for new opportunities in 

i emerging markets. — : 

For the first three to five years, it would most likely be a 
C osed-end fund — meaning that the units could be traded 
e. Thus, in the event of a 
ne E be any sellingo ofthe 
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m n further orina in. 


bly, for this bureaucracy, by not necessarily waiting for all 
target member countries to cooperate. Its first effort, the 
Asian Development Equity Fund launched in January, wasa 
success with the Japanese institutions at which it was aimed. 
But it has yet to be able to get permission to invest in the 





Taiwan and South Korean markets, so to date it is mostly ine c 
vested in well-known, open markets such as s Hongkong and cs 


Malaysia. ; : 

The ADB has had perhaps more success ; with: the recent 
launch of a Thai venture-capital fund, the Thai Agribusiness’ 
Venture Co. (TAVC), which involves Thai agribusiness en- — 


trepreneurs, European, Japanese and US institutional capi- 


tal and a small amount of the ADB’s own money. The even- 
tual idea is to list either TAVC or any successful sub- 
sidiaries. Similar ventures are now beir g Planned for In- 
donesia and the Philippines. Ta ; 
Somewhere in between the broad-based funds anc 
venture-capital companies, the ADB hopes to be able to act 
as a conduit for institutional money into smaller, riskier but- 
already listed companies. Japanese insurance and pension: ^ 





nds and the’ 


fund money is regarded as. particularly suitable, because — 





such firms tend to take a Jonger view than the trading- 7 
oriented European fund managers: Also being canyassed is 
the idea of a convertible-bond fund to invest in such instru- 











- ments in South Korea and Taiwan, where governments are ` 
nervous about direct for gn uude but might be more re ae 
ing to accept a diluted : SETS 
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What The Professionals Say: 


"A timely, interesting and thoughtful 
analvsis of Asian stockmarkets. Anthony 
Rowlev's book makes an important 

- contribution to understanding this dynamic 
region." 
Robert Hormats, Director, 
Goldman Sachs International, New York. 


"With this book Anthony Rowley, one of 
Asia's most experienced financial journalist 
meets a long-felt need for a definitivereport 
on Asian stock markets." 

J. Mark Mobius, President, 
International Investment Trust Company, 
Taipei. 


"A very readable and important book. 
Securities markets are only now being 
recognised as a principal source of domestic 
and foreign financing to help solve the 
developing-country debt crisis and to renew 
growth. Anthony Rowley deserves applause 
fróm the financial community for producing 
one, if not the first, book on this subject.” 
David Gill, Director, 

Capital Markets Department, International 
Finance Corporation, Washington D.C. 








Anthony Rowley was Business Editor of 
the Hongkong-based Far Eastern Economic 
Review from 1978 to 1986 during which 
time he travelled extensively in Asia and 
had the opportunity to study capital-mar- 
ket development in the region at first hand. 

Before joining the Review, as Singapore 
correspondent, in 1976 the author worked 
for ten years on The Times in London, 
where he wrote on finance and investment, 

His first book, "The Barons of European 
Industry," was published in London by 
Croom Helm in 1973. The author is now 
| based in London as the Review's Interna- 
; | tional Finance Editor. Anthony Rowley 

was educated in Staffordshire, England 
at Birmingham University. 
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We are pleased to announce the publication of ASIAN a 
STOCKMARKETS: The Inside Story. y 


Written and edited by Anthony Rowley, the Review’s business editar, 
this long awaited and much needed book details the strengths, weak- 
nesses, and idiosyncracies of Asia's larger as well as lesser stock mar- 
kets. From the markets of Japan to Indonesia and from Hong Kong to 
the Indian Subcontinent, you get the inside story. Concise and com- 
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SHIPPING 


Flagging fortunes 


Hongkong shipowners fear an increased US tax burden 


By Michael Westlake in Hongkong 


US tax measure aimed at raising 

revenue without increasing per- 
sonal-income tax has prompted a flurry 
of lobbying by Hongkong shipowners 
who are concerned that an increased 
levy on their American operations will 
squeeze earnings and could wreck the 
territory's efforts to set up its own, sepa- 
rate Register of Shipping. 


Under the US Tax Reform Act of 


1986, which theoretically came into op- 
eration on 1 January 1987, certain for- 
eign shipowners — particularly those 
from Hongkong. Singapore and India 
— are liable to pay more tax on earnings 
derived from US-related voyages. 

Confusion still surrounds aspects of 
the law because US authorities have not 
yet issued guidance notes to companies 
filling out the required declaration 
forms. But shipowners” fears have in- 
creased since the passing of the 15 April 
deadline for filing the declarations. The 
extensions, which they had expected in 
the absence of the guidance notes, were 
not granted. 


The problem has arisen because of 


an inequality between the US and the 
other shipping jurisdictions. All three 
countries levy tax on US shipping lines’ 
freight or passenger revenue earned 
within their boundaries. However, their 
shippers have been able to use a variety 
of methods to avoid or reduce their 
liabilities. 

Other countries face no such difficul- 


ties because they have either signed tax | 


treaties or exchanged diplomatic notes 
with the US to exempt shipping income 
from tax. Singapore is believed to be 
following suit. And, as India's US-visit- 
ing fleet is far smaller than those of Sin- 
gapore or Hongkong, the problem is not 
$0 great for Indian shipowners. 

Hongkong authorities, however, 
have been reluctant to agree to a recip- 
rocal tax-exemption arrangement. They 
have argued that it would establish a 
precedent for other industries to avoid 
tax. But in recent weeks, Hongkong of- 
ficials have been more sympathetic to 
the shipowners' case for being treated as 
a special industry. 

As Helmut Sohmen, chairman of the 
Hongkong Shipowners Association 
(HKSOA) and of the giant World-Wide 
Shipping group, told Hongkong's advis- 
ory law-making body, the Legislative 
Council, in April: "After all, factories 
do not sail around the world to be taxed 
at random by whoever can put them 
under arrest for non-payment.” 

The present hiatus is particularly gall- 
ing for Hongkong shipowners because 
there are only two US lines affected by 
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the Hongkong tax — American Presi- 
dent Lines and Sea-Land. These com- 
panies are taxed on locally derived rev- 
enue, less expenses, from their freight 
operations at the standard aeons 
corporate-tax rate. This was 
year and was reduced to 16.5% from 1 
April. The tax earns the Hongkong 
Government total revenues of about 
USS1 million a year. 

The HKSOA says this is far less than 
the amount of tax the US would collect 
under the new law, which thus merely 


reverses the inequality it was supposed | 


to clear up. 

However, the HKSOA also says the 
amount which would be collected from 
Hongkong owners and 


% last | 





charge because the voyage operated ata 


nt, andinsome cases there was no 


loss, though some bare-boat (ship with- 
out crew) charter arrangements could 
incur 30% tax with no deductions. 

But the. new. US law changes the 
basis of liability to the country of resi- 
dence of a ship's owners, so flagging out 
is no longer an escape route. The US 
lawmakers also decided to make half a 
ship's US-related earnings liable to tax 
at 4% of gross revenue. with no deduc- 
tions. 

Inquiries about the extent of the new 
law and possible exemptions have been 
under way for many months. Owners 
are also concerned about the high level 
of corporate disclosure the US Inland 
Revenue Service requires from ship- 
owners whose onlv link with the US 
comes via ships' visits. 

Some Hongkong industry sources 
believe that the entire tax-collecting at- 
tempt will bé abandoned if a reciprocal 
tax-exemption arrangement is con- 
cluded. In such circumstances, the new 





charterers is impossible to 
estimate because of the 
number of different char- 
ter arrangements possible 
and because of non- 
scheduled ships’ visits to 
the US 

Under the old US tax 


law. liability was decided 
according to a ship's | 
nation of registry. If the | 


nation of registry had a 
reciprocal tax-exemption 
treaty with the US, that 
nation’s shipping had no 
US tax liability on freight 
or passenger revenue. 
Thus “flagging out" to 
such nations was a useful 
way of avoiding tax. 

At the end of last year, 
HKSOA members had 1.099 ocean- 
going vessels, totalling 50 million dwt, 
registered i in 30 countries. Of that total. 
21 million dwt were registered in 
Liberia, 12 million dwt in Panama and 8 
million dwt in Hongkong — where offi- 
cials are trving to establish a separate re- 
gistry as an autonomous body in the 
run-up to 1997 when the territory re- 
verts to Chinese rule. 








oth Liberia and Panama have mutual 
tax-exemption agreements with 
the US, but even for Hongkong-regis- 
tered ships the tax liability was small or 
non-existent because of the way the law 
operated. Ships calling at US ports were 
liable for the duration of their time in 
US waters. So a ship taking one day to 
unload US-bound cargo after a 45-day 
trip from the Gulf was liable for tax at a 
maximum rate of 46% on one-forty- 
fifth of its net revenue — less voyage ex- 
penses, mortgage interest and deprecia- 
tion. 
This was usually a relatively small 






















law would have Swa its purpose. 
They also believe that the US officials 
did not realise the complexities and 
problems they were unleashing for 
what, in terms of the US national 
budget, is a small amount of revenue. 

The Hongkong sources are con- 
cerned that the lack of some form of tax 
treaty, preferably retroactive to include 
1987, will render the Hongkong registry 
pointless. If owners’ residence is the 
key, then modern communications such 
as electronic data transfer and facsimile 
transmission make it possible for own- 
ers to decamp with their ships to other, 
more amenable jurisdictions to conduct 
their business. That could mean the end 
of Hongkong as a major force in ship- 
ping. 

On 4 May, Hongkong Financial Sec- 
retary Piers Jacobs told Legco that the 
government was consulting US au- 
thorities about the new tax law. “We 
shall evaluate the remedies available,” 
he said, adding that he hoped to be able 
to make a decision this-year. u 
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model. Designed to fit in the corner of your 
desk, it can still access up to 70 facsimile 
station numbers with either one-touch dialling 
or two-digit abbreviated dialling. You can 
even preset one document for transmission 
while another is being received! Three 
programme keys with memory capacity let 
you enter numbers and start times for one- 





touch operation that can activate any hour, 
day or night. You get optimum flexibility — 
and savings! 

Super-Fine resolution mode quadruples 
standard resolution for small-print docu- 
ments, while halftone reproduction captures 
the subtle gradation of photographs. A veri- 
fication stamp informs you of successful 
transmission. 

The tiny Panafax UF-150. It makes a 
giant impact on office communication. 
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A European central bank 
on the horizon? 


The twelve members of 
the European Community are 
moving towards economic 
integration, and it is generally 
agreed that the creation of a 
unified internal market, as 
stipulated by the Single Euro- 
pean Act, must also have an 
impact on monetary policy. 
Indeed, if intra-Community 
exchange rates are still per- 
mitted to fluctuate and re- 
strictions on capital move- 
ments remain in place, the 
dream of a truly “common 
market" may never become 
reality. For this reason, many 
are calling for closer mon- 
etary cooperation—and above 
all for the establishment of a 
European central bank, which 
is essential for the coor- 
dination of monetary and 
interest-rate policies. 

In West Germany in parti- 
cular, however, experts have 
long argued that a European 
central bank can only come as 
the culmination of a process 
in which economic and fiscal 
policies are fully harmonised. 
But an assessment of Euro- 
pean monetary cooperation 
over the past decade suggests 
just the opposite—namely, 
that a joint monetary policy 
can spur economic cooper- 
ation, promoting conver- 
gence and integration. In fact, 
expansion of the institutional 
framework of European mon- 
etary policy must go hand in 
hand with the integration of 
the national capital markets. 

Coordination is even more 
essential in the other policy 
domains. In order to work, a 


single internal market will 
need more than just a “Euro- 
peanised" monetary policy. It 
will also require a common 
fiscal policy as well as a wage 
policy which is sensitive tothe 
regional and sectoral differ- 
ences within this vast econ- 
omic zone. There is a growing 


Exchange-rate trends 
(monthly averages) 
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realisation that a unified 
European market in which 
monetary policy transcended 
national borders, while fiscal 
and wage policy did not, 
would be doomed to failure. 

No alternative exists to 
such integration—as experi- 
ence with the international 
monetary system has shown. 
Since the dollar is still the 
cornerstone of that system, 
the central banks' scope for 
action has become very lim- 
ited in recent years. At times, 
monetary policy has been 
reduced to merely reacting to 
the dollar's hectic gyrations, 
often at the expense of dom- 


estic economic needs. In the 
long run, therefore, this lop- 
sided arrangement should be 
replaced by a tripolar global 
monetary system comprising 
a US dollar area, an East 
Asian yen block and a Euro- 
pean currency zone. The 
Europeans will not have to 
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start from scratch, though, as 
they already have a prototype 
joint currency—namely, the 
European currency unit (Ecu). 

A system based on the dol- 
lar, the yen and the Ecu might 
help stabilise exchange rates 
worldwide. Within the EC it- 
self, the use of a single cur- 
rency would bring real econ- 
omic benefits which could not 


be attained if the Community 
continued to permit itself the 
luxury of twelve individual 
currencies. As things stand at 
present, the transaction costs 
and exchange-rate risks have 
prompted entrepreneurs and 
bankers with EC-wide busi- 
ness to lend ever stronger sup- 
port to the idea of a currency 
union. 


Political independence 


Europe needs a central 
bank that is not only respon- 
sible in theory for maintaining 
the stability of the European 
currency; it must also be given 
the tools to do the job in prac- 
tice. Such an institution must 
be accorded the maximum 
degree of political indepen- 
dence at both the national and 
EC levels. Moreover, if the 
central bank is to successfully 
preserve monetary stability, a 
strict separation will have to 
be maintained between the 
twin tasks of circulating 
money and funding govern- 
ment spending. 

Many will consider the 
goal of a European central 
bank too ambitious and it will 
certainly not be achieved 
quickly, or easily. We cannot 
expect "grand solutions"; 
rather, gradual progress 
should be the aim. Yet the 
objective must be pursued 
with the same strong political 
will as the single European 
market. Otherwise, Western 
Europe will find it difficult to 
play an enhanced global role 
as the year 2000 approaches— 
a point which the Europeans 
now seem to be taking to 
heart. 
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|j. THE day of the corporate 
Euromerger is upon us as 1992 and the 
formation of the single European mar- 
ket approaches (REVIEW, 5 May). It 
promises a real frenzy of takeover acti- 
vity, judging by the corporate dogfights 
already going on, though Shroff can 
safely predict that any non-European 
-company which fancies coming to the 
party is likely to receive a chilly wel- 
|, come, unless it comes bearing gifts. 

As with access to European trade 
and direct investment, so with takeov- 
ers. and. mergers the password in future 
will be “reciprocity.” If Japanese or 
other East Asian companies — or those 
| from anywhere else in the world for that 
< matter — wish to buy into corporate 

Europe, they will have to lobby their 
Own governments to give equal access to 
European concerns. 
This tit-for-tat approach already 
characterises the approach of, for in- 
stance, the British Government towards 
allowing Japanese securities houses ac- 
cess to.the City of London. The differ- 
ence in future — well before 1992, in 
fact — is that it is the 12-nation EC as a 
whole which will be demanding a quid 
pro quo. 
~The EC's executive commission in 
Brussels is pushing hard to get takeover 
and merger policy into its own hands 
. and thus out of those of national finan- 
cial. authorities. Shroff gathers that 
there are two official directives about to 
appear from Brussels proposing a com- 
mon approach on takeovers and mer- 
gers — and requiring disclosure of 
strategic shareholdings. 
These will not go through on the 
nod, for both the British and the French 
| governments are opposed, though for 

very different reasons. But they will al- 
most certainly be adopted well before 
1992. Once they are, the EC will de- 
mand "reciprocal rights for takeover of 
companies," as vice-president of the EC 





Commission, Lord Cockfield (the man | 


primarily responsible for implementing 
1992) made clear in London early this 
month. 

Cockfield admitted that the EC is 
being more than a little opportunistic 
on such issues, Reciprocity on interna- 
tional trade issues is enshrined within 
Gatt, but that does not extend to ser- 
vices, at least not unless the current 
Uruguay Round decides that it should be. 

This did not stop the EC slyly slip- 
ping in a requirement for reciprocity of 
treatment for European banks abroad 
when it recently produced a directive 

Setting out a brave new world of free- 
dom for banks in Europe. 

Japanese and other companies want- 
ing to take advantage of 1992 via cor- 
porate acquisitions will need to move in 





| Beware the crush of '92 


very quickly before the EC gets its act 
together — orto lobby hard within Gatt 
to make sure that the EC does not adopt 
too arbitrary a definition of reciprocity. 

The present squabble over who 
should control the British chocolate and 
food group Rowntree — the target of 
bid attention from both Néstlé and 
Suchard of Switzerland — is a foretaste 
of what is to come. Switzerland is not an 
EC member and the argument is being 
made that neither suitor should be al- 
lowed the hand of Rowntree unless 
Switzerland liberalises its own cor- 
porate marriage laws. 

* THE average European fund man- 
ager asked a couple of years ago to pre- 
dict which emerging stockmarket would 
make it to international prominence 
first, would have chosen Seoul in South 
Korea. They were all wrong. The con- 
sensus now, in the City of London at 
least, is that Bangkok is the one most 
likely to. 

During the past few weeks, no fewer 
than three new Thai funds have hit the 
streets in London and most of them 
have been eagerly subscribed by British 
and Continental institutions wishing to 
stake a claim in the economy of what is 
seen as Asia's next NIC. One London 
brokerage respected for its expertise in 
the Thai market confidently predicted 
to Shroff the other day that the 
Bangkok stock exchange would quite 
soon overtake even Singapore in inter- 
national recognition. 

From the viewpoint of European 
fund managers, Thailand is doing every- 
thing right in developing its stock- 
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market — and Seoul is doing everything 
wrong. Where Seoul is dithering about 
the supposed dangers of foreign specu- 
lation in its market and trying to build 
up domestic liquidity first, Thailand is 
using foreign money as a catalyst for en- 
couraging more companies to come to 
market and building up domestic liquid- 
ity in the process. 


While South Korea agonises over | 


how to limit foreign ownership, Thai- 
land has experimented more or less suc- 
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cessfully with foreign-registered stocks 
and may be ready soon to move on to 
differently weighted A and B shares 
which would limit foreigners’ voting 

ing their access 






control without restri 
to stock. ee 

Bangkok is applauded in other re- 
spects too: the Stock Exchange of 
Thailand is, as one broker put it, the 
“best regulated exchange in the Far 
East,” new issues coming to market in 
Bangkok are not “90% owned by one 
family as they are in Hongkong." and 
foreigners are pleased to be able to buy 
into the booming Thai tourist industry 
(via issues such as the Oriental Hotel) as 
well as into what is seen: as Thailand's 
emergent manufacturing sector. 

€ GIVEN the Thai's apparent inabil- 
ity to do anything wrong in European 
eyes at the moment, it seems hardly sur- 
prising that the Thai Euro Fund is already 
over-subscribed, though the closing 
date for the offer (by placement) is not 
until 15 May. Lloyds Bank Fund Mana- 
gers is the instigator of this fund and 
Hoare Govett the sponsoring broker. 
Funds in Switzerland and West. Ger- 
many are among the takers. 

Like the Thailand Fund and the Thai. 
Fund Inc. which preceded it, the Thai 
Euro Fund is managed at the Bangkok 
end by the Thai Mutual Fund Co. (with 
Phatra Thanakit as local adviser and 
Lloyds as adviser at the international |. 
level). This gives it domestic fund status - 
and enables it to avoid the (nowadays | 
often hefty) premium on foreign-regis- 
tered shares. 

The other two funds to appear in 
London recently — the Thai Investment 
Fund, offered by Yamaichi Interna- 
tional (Europe), and the Siam Fund, 
from Baring Brothers and Banque In- 
dosuez are offshore rather than 
domestic funds. 

The Siam Fund appears to have been 
well enough received, though the Thai | 
Investment Fund — a somewhat strange. 
animal for Europe in that it is a creature 
mainly of Japanese and South Korean 
investment houses — seems to have fall- 
en foul of the fact that a competitive 
fund from Nikko Securities is soon to hit 
the streets. 

Despite this plethora of new Thai 
funds, broker T. C. Coombs continues 
to deal successfully out of London in in- 
dividual Thai stocks. Coombs was a 
pioneer in the market and more sea- 
soned institutions prefer still do deal in. | 
individual stocks rather than non-dis- | 
cretionary portfolios it appears. 
Specialist funds are "designed to make” 
money for fund managers" one | 
Coombs man sniffed. So they are, but | 
that obviously does not deter those who. 
are discovering Thailand for the first time. 
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Showing the colours 


Jardines pays heavily to keep its hold on Hongkong Land 


By Christopher Marchand in Hongkong 


T speculative bubble surrounding 
Hongkong Land Co., the territory's 
bluest blue-chip property company, has 
been pricked. In a hastily negotiated 
deal on 5 May, Jardine Strategic Hold- 
ings (JSH), the Jardine Matheson 
group's investment holding arm, bought 
896 of Land from a consortium of Hong- 
kong tycoons — Li Ka-shing, Cheng | 
Yu-tung and Lee Shau-kee — and 
China International Trust and Invest- | 
ment Corp., the mainland China- 
owned investment company. 

The deal was made at HK$1.8 billion 
(US$235 million) or HK$8.95 a share, 
and raises JSH's stake in Land from 





2596 to 3396. The sale marked the end 
of any attempt by the consor- 
tium to wrest control of Land 
from Jardines, as the would- 
be bidders promised not to 
acquire more than 1% of the 
shares in any Jardine-control- 
led listed company for seven 
years. 

In Hongkong, where ty- 
coons enjoy the status of cult 
heroes, the  consortium's 
tame submission astonished 
observers. The initial re- 
sponse was that Jardines had 
won a major victory, but a 
closer ^ appraisal ^ would 
suggest this is not entirely 
correct. Stock punters bet- 
ting on a Land deal had their 
fingers burned for the second 
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time in just six months. From rM 
a pre-suspension HK$8.90, May 
Land's share price dropped 1987 





swiftly to HK$7.55, to put the 
stock on an historic p/e of 
only 8.12. 

Clearly, the consortium members 
suffered a major loss of face, if only be- 
cause they allowed expectations to 
flourish that they were prepared to fight 
for control of Land. In fact, their aim 
was probably more modest. They plan- 
ned simply to buy JSH's 25% control- 
ling stake in Land in the belief that JSH 
would be a willing seller. 

Some market watchers believe the 
consortium may have taken a financial 
loss on its Land investment. However, 
sources with links to the consortium 
claimed that the bulk of share buying 
took place in mid to late summer last 
year. That was before Land's share 
price shot above HK$8 in September. 
Post-crash buying was largely a market 
chimera, they argue, and the consor- 
tium may even have netted a modest 
profit on the foray. 

The consortium's exit from the 








takeover-that-never-was points to a 


series of miscalculations. The consor- | 
tium appeared to think that Jardines | 


was a willing seller, which probably was 
the case prior to October's stockmarket 
crash. The reduction of the Jardines 
stake in Land from 35% to 25% during 
the 1986-87 group restructuring seemed 
to be an invitation to an aspirant buyer. 
Hints from Jardines chairman Simon 
Keswick that "everything has its price" 
proved to be a tantalising invitation to 
the consortium. The consortium saw the 
issue as merely one of settling a price for 
Land. 

Talks were moving to a climax in 
October when the market crash inter- 
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vened. Ironically, anticipation of the 
deal had caused a huge speculative 
build-up of long positions in Hong- 
kong's futures market. Instead, the 
crash was the proverbial act of god. 


he crash also induced Jardines to re- 
appraise its corporate strategy. The 
narrow escape from having to go 
through with the purchase of a 20% 


stake in Wall Street securities firm Bear | 


Sterns at pre-crash prices, and a poor 
earnings record from the group's finan- 
cial assets in the US, impressed on Jar- 
dines that Hongkong is still the easiest 
place for it to make money. As new Jar- 
dines taipan Brian Powers says: "Our 
long-term aim was to have 5076 of our 
assets and income outside Hongkong. 
Now it is 75% in Hongkong, and 25% in 
the rest of the world. There's no harm in 
a change of mind." 











1987-88 High: HKS12.50 
Low: HK$5.60 
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So when Li apparently brought the- 

issue to a head at the start of May, the 
consortium's offer of about HKS12 a 
share for the JSH stake in Land was 
firmly rejected. Apart from no longer 
being a willing seller, Jardines could 
hardly turn down a HK$16 a share ap- 
proach from the group last October and 
accept HK$12 six months later. The con- 
sortium then asked Jardines for a counter 
offer to take out its shareholding. 

Keswick was visibly agitated when 
the consortium handed him a letter, 
signed by Hongkong and Shanghai 
Bank chairman William Purves, to the 
effect that the bank would provide the 
consortium with bridging finance for a 
general offer to Land shareholders. The 
letter was reportedly crucial in inducing 
Jardines to settle with the consortium. 
In return, Jardines exacted the seven- 
year ban on buying into its companies. 
Powers denies that the consortium has 
the right of first refusal on any future 
sale of JSH’s Land shareholding. 

Li, market sources say, was very dis- 
turbed by the 29 April share 
placement by the Jardines 
group's de luxe hotel chain, 
Mandarin Oriental, of 1096 
of new shares to JSH at a 
nearly 10% discount to then 
market prices (SHROFF, 12 
May). Li reportedly feared 
that a similar exercise was 
in store for Land, which 
would dilute the consortium's 
stake. 

The 19 April expiry of 
the deadline for making a 
general offer to Land 
shareholders at the highest 
pre-crash purchase price paid 
by the consortium gave it 
considerable flexibility. If 
Jardines was not a willing sell- 
er, the next best option, ac- 
cording to the consortium’s 

scenario, was to persuade 

Jardines to buy its Land 
shares. Hence the value of 
Purves’ letter as a means of 
exerting pressure. 

However, the crucial question was 
why the consortium did not push ahead 
with its own general offer to Land 
shareholders. One problem was that 
Jardines could mount àn aggressive de- 
fence, which made the success of a hos- 
tile takeover (pitched at HK$12 a share) 
far from certain. For one thing, Jardines 
retained the option of a poison pill in the 
form of immediately placing 10% of 
new Land shares to JSH. By not buying 
Land shares cheaply on the open-mar- 
ket after the crash, JSH had retained the 
ability to take up a Land share place- 
ment without going over the 35%-stake 
threshold that would force. it to make its 
own general offer. Meanwhile, London 
merchant bank Robert Fleming, with 
which Jardines is closely associated, 
could probably have dredged up 15% 
support from London institutions — 



































enough to let Jardines cling to outright 
control. 

Li, moreover, is heavily committed 
to other projects in Hongkong. Prop- 
erty developments at Ap Lei Chai and 
Kwun Tong and the construction of Ter- 
minal Seven at the Kwai Chung con- 
tainer port, are group projects embrac- 
ing a collective investment of some 
HK$14 billion. So Li may have consi- 
dered his exposure to Hongkong to be 
adequate for the present. A general 
offer for Land at HK$12 would value 
the company at HK$30 billion. All three 
tycoons are also committed on their per- 
sonal accounts to the Vancouver Expo 
| site development (REVIEW, 12 May). 

Moreover, the consortium’s strategy 
_did not go much beyond a generalised 
desire to inject assets into Land in order 
to defray acquisition costs, drawing on 
“Land’s ungeared capacity. With the 
ratio of risk to reward relatively un- 
attractive, it was easier to compromise 
with Jardines. 


A. for the hong, the plunge in Land's 
share price immediately after the 
deal has landed it with a HK$287 million 
loss on buying the consortium's 8%. As 
the new holding is undoubtedly a long- 
term investment, JSH should not be 
troubled by the need for a provision 
against profit. More relevant are the 
flaws which the Land/Mandarin man- 
oeuvring. has exposed in the much 
acclaimed 1986-87 group restructuring. 

The first was the assumption that 
Jardines could control prime assets with 
as small a shareholding as 35% each in 
food retailer Dairy Farm and Mandarin 
Oriental, and 25% in Land. That illu- 
sion was first eroded last summer when 
JSH bumped up its stake in Dairy Farm 
to 40%. Then came the 29 April share 
placement which boosted JSH's Manda- 
Tin stake to 41%, and made necessary a 
general offer to Mandarin shareholders. 
The consortium deal raises the Land 
holding to 33%. 

A-second weakness lies in JSH's 
structure. Its investment holdings are 
entirely in associate companies. This 
denies JSH the access to the cash flow 
needed to service debt raised to buy 
back group shares. Powers says that 
JSH s debt is HK$3 billion on sharehold- 
ers’ funds of HK$10 billion. But that 
eh not solve JSH’s cash-flow prob- 
em. 

As for Land, it was stripped of its 
growth assets in the name of degearing. 
Further growth in Hongkong would 
mark a reversal of the previous wind- 
down of activity, and would probably 
have to be financed at a higher price 
than the asset sales realised. Indeed, it 
has taken less than two years for the pre- 
diction of Land's former managing di- 
rector, David Davies, to look uncom- 
fortably true. Shorn of its growth assets 
in. Dairy Farm, Mandarin Oriental and 
its land bank, Hongkong Land has 
nowhere to go. u 
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MARKETS 


By Jonathan Moore in Taipei 


he Taiwan stockmarket has soared 

in recent weeks to its highest levels 
since its peak last October, but mea- 
sures intended to increase the number 
of brokerages and bring in more over- 
seas know-how are leaving foreign sec- 
urities houses frustrated that the open- 
ings are not greater. 

The Executive Yuan, Taiwan’s 
cabinet, on 5 May approved a plan to 
grant new licences for securities firms 
and to allow foreigners to invest in local 
securities houses. The proposal was ap- 
proved along with a plan to open a 
larger range of business activities to for- 
eign investors. While some areas, such 
as public utilities and real estate remain 
off limits, foreign firms will be able to 


| apply to invest in the financial, insur- 


ance and travel sectors. 
The opening of the securities indus- 


Frustrated openings 


Taiwan eases restrictions on foreign securities houses. i; x 
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sively in the rece 
negotiations betwe 
Taiwan from 26-29 Apri m 
The capital requi for new 
underwriters and de has been set 
at NT$400 million and NT$200 million 
for new brokérs Integrated 
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firms must have at least 10 years’ ex- 
perience in their home countries and 
must not have viola "any securities 
laws. 
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a 39% increase 
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try, which had been antici- , 
pated for several months, is 
designed to make the market 
more efficient and to broaden 
access to the local bourse 
for investors by increasing 
the number of securities 
houses. 

Brokerage licences were 
frozen in 1973 because the 
market was considered too 
small at the time to accommo- 
date any more. The number 
of brokerages was set at 28, 
including 14 banks authorised 
to deal stocks. The rapid ex- 
pansion of the market in the 
past year to a capitalisation 








| Taiwan stock exchange: jitters over late surge. 





of NT$2.4 trillion (US$83.3 


| billion) at the end of April, a gain of 


145% over the past year, has created the 
demand for more brokerages. 

But foreign securities houses, which 
have arrived in force to be on hand 
when openings allow them to be more 
active, are disappointed with what they 
consider the limited nature of the new 
openings. The law, which is to take ef- 


| fect on 19 May, allows individual for- 


eign firms to invest up to 10% only in 
local securities houses. The combined 
foreign interest in a Taiwan brokerage is 
restricted to 40%. 

While most foreign brokerages 
would probably find a way, through 
holding companies or subsidiaries, to 
control the entire 4076 foreign interest, 
some fear an inequitable situation of 
putting forward technical skills and 
know-how without having commensu- 
rate decision-making power. 

Foreign securities firms were also 
disappointed that, despite continuing 
US pressure for Taiwan to open its mar- 





| counting for Taiwan's rise. They point 


out only that, as in the past, the market 
seems to have less correlation to eco- 
nomic fundamentals than to continuing 
high liquidity in the banking system and 
mass psychology of Taiwan’s many 
small investors. 

Another reason for the market's late 
surge has been the heavy weighting of 
the banking sector, which has shot upon 
rumours that the local banking industry 
will be liberalised. 

Analysts warn that market is over- 
valued and investors have lately shown 
signs of nervousness, indicating the 
bull-run is reaching a peak. 

Foreign securities houses note that 
the same characteristics which account 
for the market's high volatility point to a 
crying need for modernisation of chan- 
nels for market involvement. They 
argue the market would become more 
mature through the presence of foreign 
investment techniques. 

But the Securities and Exchange 
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firms, believe that Taiwan's nascent sec- 
urities industry must be protected from 
an uncontrolled influx of foreign firms 
which would dominate the industry with 
superior expertise. 

Such a fear is “misplaced,” says 
Sunny Chen, president of W. I. Carr 
(Taiwan), because foreign firms could 
not penetrate the local market so com- 
petitively. “Firms that fear the presence 
of foreign brokers do not see very far 
into the future,” she said. “Having more 
foreign brokers in the market will not 
only benefit investors and companies 
using the capital market here, it will also 
help raise the quality of securities deal- 
ing and thus benefit the local industry.” 

The longstanding objective of for- 
eign securities houses is to be on hand to 





Commission (SEC), and local securities 





take advantage of liberalisations in in- 
ward and outward investment. While 
the growth of the domestic market has 
raised interest in local securities trad- 
ing, the big prize for foreign firms con- 
tinues to be helping channel abroad 
Taiwan’s hoard of un-utilised domestic 
savings, as represented by its US$75 bil- 
lion of foreign-exchange reserves. 

With a 40% ceiling placed on foreign 
firm’s participation, some are not sure 
that making that investment now is 
necessarily an effective stepping stone 


to establishing a position for greater in- | 


volvement later on. The SEC has said 
full licences for foreign firms could 
come within two years. 

The manager of one foreign sec- 
urities firm in Taipei said, however 
that: "We're not satisfied with this, 
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but well take what we can get.” 

Some foreign brokers have built up 
large staffs and accumulated office 
space in anticipation of changes. They 
are now having to cut losses in the face 
of the slow pace of reforms. They have 
dipped into the grey market area of sell- 
ing units of foreign funds, an activity 
they are not yet specifically licensed to 
handle in Taiwan. 

The demand for outward investment 
has not yet reached a peak since a return 
of slow and low-level currency apprecia- 
tion of the New Taiwan dollar will damp- 
en investor enthusiasm. 

But some more patient foreign 
brokerage houses, realising that further 
liberalisations are inevitable in Tai- 
wan's maturing business climate, are 
biding their time. oO 





COMPANIES 


Time for stocktaking 


San Miguel slips away from the Sorianos 


By Jose Galang in Manila 


Sz Miguel Corp., the Philippine 
beer-and-food giant, may be slip- 
ping from the grip of the Soriano family, 
which ran the company for more than 95 
years until a government seizure of a 
third of its stock in 1986. 

Although Andres Soriano III and his 
corps of executives continue to control 
key management positions in the corpo- 
ration, the Presidential Commission on 
Good Government (PCGG), which 
sequestered an initial 31.3% of the 
firm's stock in May 1986, is now taking 
a more prominent role in corporate 
policymaking. 

The annual shareholders! meeting 
on 10 May illustrated the tough chal- 
lenges that Soriano faces. These come 
not only from the PCGG bloc, but also 
from the group supporting Eduardo 
Cojuangco, who was chairman of the 
board until February 1986, when he fled 
the country along with former president 
Ferdinand Marcos. 

The shareholders’ meeting was pro- 
longed by constant questioning from 


representatives of the three groups and | 


was forced to go into a second day, 
when a secret ballot was held for a new 
board. All the members of the existing 
board were re-elected. It was only the 
second time since 1976, when business- 
man John Gokongwei made a bid for a 
board seat by buying up shares and 
gathering proxy votes, that the election 
of directors was carried out by ballot. A 
DUUM Court ruling issued just hours 
before the San Miguel general meeting, 
which upheld the PCGG's right to vote 
the shares it had sequestered, making it 
virtually certain that the existing board 
would be maintained. 








PCGG nominees comprise nine of 
the board's 15 directors, though the 
chairmanship was given to Soriano. 
This set-up put Soriano and his team 
under constant pressure in the past year 
and often resulted in management deci- 
sions that proved difficult for the chair- 
man to swallow. 

Moves to oust Soriano, however, 
may come not from the PCGG but from 
the Cojuangco group. The group claims 
there was a "secret agreement" between 
Cojuangco and Andres Soriano Jr (who 
died in 1984), allegedly setting condi- 


tions that allow Cojuangco to vote | 


the shares under sequestration. Soria- 
no has given no direct answers to 


questions on the alleged secret agree- | 


ment. 


eos himself owns a meagre 1.796 
of San Miguel stock, and allies he 
can count on, including other family-re- 
lated investors, can lift that to only 
about 4.5%. At the last general meet- 


ing, the PCGG represented more than | 


51% of the stocks, including another 
sequestered bloc owned by Cojuangco 
and firms identified with him. The 
PCGG sequestered the holdings on sus- 
picion that they represented assets "il- 
legally acquired" by Marcos, his rela- 
tives and business associates. 

Over the past year, PCGG nominees 
have exerted substantial influence on 
the affairs of San Miguel. For instance, 
the corporate secretary until early 
this year was a lawyer with close links 
with the Soriano family. At the instiga- 
tion of PCGG nominees, who wanted 
to be better informed on corporate 
affairs. the secretary was replaced by 
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a former justice of the Supreme Court. 

A capital-expenditure budget for 
1988 of P4.2 billion (US$105.8 million) 
— recently increased by another P2 bil- 


| lion — was approved by the board only 


after intense grilling from PCGG repre- 
sentatives. They feared some of the 
money, to be used partly to import new 
equipment, might benefit the com- 
panies of San Miguel purchasing agents 
abroad known to be owned by members 
of the Soriano clan. 

The PCGG board nominees have 
claimed that some details of corporate 
pur have been kept from them 

y the Soriano group. Soriano, how- 
ever, has said secrecy is necessary to 
prevent corporate plans from reaching 
the ears of business rivals. 

A move early this year by the PCGG 
bloc to grant directors secondment ten- 
ures to San Miguel companies abroad, 
was thwarted by Soriano through the 
appointment of government officials 
known to be sympathetic to his family. 
San Miguel has investments and opera- 
tions in several Asian countries. Until 
recently, it also had brewing interests in 
Spain, but these investments have re- 
portedly been sold, prompting the 
PCCG to request detailed reports on 
why this happened. 

At the general meeting, PCGG 
chairman Ramon Diaz, wielding the 
51% vote in his commission's name, 
ousted San Miguel's external auditors, 
Sycip Gorres and Velayo, and moved 
for their replacement by Joaquin Cuna- 
nan and Co., the local affiliate of US ac- 
counting firm Price Waterhouse. A 
stock dividend, also approved at the 
meeting, was only earlier adopted by 
the board after prodding from the 
PCGG. 

Most line managers, however, say 
that once programmes are adopted and 
clearly set, there is no noticeable inter- 
ference from the PCGG. One major 
programme just launched seeks to 
achieve sales of P45 billion by 1992, tre- 
ble those of 1987. 








COUTE SAAMI 2 CAD EASTER CoA Gee 

















growth for the first quarter. 
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Higher and higher 


$ was indeed red faces all round when 
the central bank, Bank Negara (BN), 


announced real GDP growth of 4.7% 


for 1987 — more than three percentage 
points. higher than its earlier estimate. 
All are now agreed that the economy is 
growing far faster than anticipated. The 


3s only question now is how far out the of- 
ficial forecasts for this year will be. 
i Forwhatthey are worth, here are the 


forecasts so far: BN is predicting 5.396, 
while the Malaysian Institute of Eco- 


| nomic Research (MIER), which was re- 

_ cently shown up by BN over its capital- 

| flight estimates, is going for 5.996. 
«As fears of a global, Black Monday - 


induced recession dissipate, these fig- 
ures will come to look increasingly cau- 


. tious, especially as neighbouring Singa- 


pore has reported 11% 


ven the uncertainty over oil 


n 


i 





share of GDP from 22.4% in 1987 to 
23.4% this year, mostly due to a 1596 in- 
crease in total gross export earnings to 
M$22.3 billion. The 15% figure repre- 
sents a slight decrease in the pheno- 
menal 1987 growth rate of manufactures 
exports last year — 32.7%. 

Stocks are running down in the man- 
ufacturing sector and while employ- 
ment has shown no upturn so far, 31% 
of the companies surveyed by MIER 
during the first quarter said they in- 
tended to hire new workers. MIER fore- 
casts that private investment will grow 
by 11.9% this year, while BN is going 
for the slightly lower figure of 9-9.595. 

However, BN warns that if 1988 pri- 
vate investment does not meet the 
target of M$10.6 billion, real GDP 


ma VIANUFACTURERS GEAR UP 





growth will, not reach 5%. 
economists point out that for every 
shortfall of M$800,000 million to M$] 
billion in private investment, GDP. growth 
will be cut by a percentage point. 
Capital investment in the electronics 
lanufacturing in- 
cast to total 
M3322 mil- 









sector — the largest 
dustry in Malaysia — 
M$317 million this yea 
lion in 1989, accordin: anufacturers. 
On the balance-of-payments front, 
the trend is for another year of large 
surplus in the merchandise 
mou it is expected to be slig 
er at M$13.6 billion, vs M$ 
1987. The services deficit is exy 
increase to around M$10 billi 
implies that the overall current 
will see a surplus of M$3:5-4 billion — 
more than 30% er 







downon 1987. 
Net capital outflow is also predicted 
for the second year running, as the gov- 
ernment is expected’ to. con- 
tinue its foreign-debt: 
ment programm 











prices should have little effect 
on the forecasts, as BN was 
assuming a price of US$16 a 
barrel for 1988. 

BN estimates that total 


commodity earnings will re- 


main static at the 1987 level of 
M$24.5 billion (USS9.5 bil- 


lion). Despite the collapse in 


the price of cocoa (which ac- 
counted for 4.596 of gross ag- 


‘ricultural exports) last year, 


this position is beginning to 


.look untenable as rubber 


continues to stay in the 
M$3.10 a kg range for RSS 1 
and palm oil hovers around 
M$950 a tonne. 

The manufacturing sector 
is expected to increase its 


(Percentage of companies with increased investment 
in new plant and equipment in first quarter 1988) 
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REVIEWDIAGRAM by Ricky Hut 


while, the value of the 
sian dollar is expected 





against major foreign curren- 
cies, despite downward pres- 


sure caused by the drawdown. 
of foreign-exchange reserves 
to prepay foreign debt. 
With the: money markets 
awash in liquidity, there 
seems little chance of an in- 
crease in interest rates; How- 
ever, MIER reckons there 
could be some upward pres- 
sure in the second half, as pri- 
vate consumption picks up by 
3.4%, and inflation rises to 
2.5% a year. These forecasts 


compare with actual 1987 fig- 


ures of 1.196 and 0.896, re- 
spectively. — — Nick Seaward 











Company 


Oriental Y 31 Dec. 


Petroleum 


A Net % change | 
Period profit Turnover 


P68.96m 
(US$3.3m) 


TSS 





% change | Dividend 


on period onperiod | (prev.) 


Comment 





+10.6 P193.49m 


(US$9.2m) 


P0.0015 | A 56% reduction in exploration expenses boosted profits, 
| which firm will use to diversify. 





Asahi | Y 31 Dec. 


Glass 


¥34.93b 
(US$279 


.2m) 


(same) 
LN 


+21.1 ¥862.53b n.a. 


| (US$6.9b) 





| Y 31 Dec. 


Won 14.2b 
(US$18.7m) 


+55.6 Won 607.8b 


| (uss799.7m) 


Country's largest comprehensive glass-maker, member 
of Mitsubishi group, forecast 17% rise in current-year net. 


Largest commercial bank (in deposits) reported a large 
income from securities trading. 





Y 31 Dec. 
| (US$854 


Rs 11.2m 
,962) 


Won 250 
(same) 
1496 
(1296) 


+7% Rs 344m 


| (US$26.3m) 





+ 


Y 31 Dec, 


4. 


~M$13.03m 
| (US$5. im} 


T nil 
(nil) 


M$40.94m 
(US$15.9m) 


N 








H29Feb. 


S$43.21m 
i (US$21.6m) 


$$432.64m 
_| (US$21 5.9m) 


10¢ 
(same) 





3Q 
| Apr. 


A$70.58m 
(US$53.7m) 


A$1.19b 
(US$904.9m) 


n.a. 





Result includes two-month contribution from merger will 
Peko-Wallsend, but does not include goodwill. * 














international i 


Y 30 Sept. | Baht 1.38b 
(US$54.5m) 


Baht24.4b n.a. 











Me 


US$964.4m) 


Airline has held-over exchange losses. Merger with 
domestic line Thai Airways will expand capacity: | 





| 








Indian pharmaceutical company said it transferred Rs 4.5m 4 
to reserves during year under review. 


Petroleum/construction group said loan-restructuring | E 
agreement became effective during first-quarter 1988. 


Rising newsprint prices cut first-half profits, and lower 
return forecast for newspaper operations in second half. 
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9 May Previous 3 months 9 Ma Prime Interbank | interbank | interbank 
USS1 WORTH j weekt agot , lending Meade e 1month? | 3months? | 6monthst 
t 

Australia dollar ER 1:300 1.318 1.407 1.402 soe X + 

Britain pound 0.535 0.534 0.572 0: pen Australia 13.25 i 11.00 i 1140625 | 1151563 ]| t! .6875 
Canada dollar 1.238 1.2303 1.268 1 . | | i 

France franc i 5.717 5.759 5.753 5.982 Britain 8.00 | an i 7.9375 | 8.25 8.5625 
Hongkong dollar 7812 | 7.823 7.805 7.807 | 7.50 tt | 6.25 6.25 6.4375 
India rupee 13.28 13.20 13.025 12.531 Hongkong | | | 

Indonesia rupiah 1,670.00 | 1,669.00 1,662.00 1,649.00 indonesia 22.00 i ~ | 19.50 i n.a. | n.a. 
Japan yen 124.84 125.25 129.25 139.95 z | i 

Malaysia dollar 2.586 2.578 2.579 2.473 Japan 550 | 37i | Poo Mc: | 4.25 
New Zealand dollar 1.459 1.484 1.507 1.738 **3.375 | | | | 

Pakistan rupee 17.688 17.4325 17.4325 17.123 i i i 
Philippines peso 21.05 i 21.05 20.86 closed Malaysia 7.25 i _ | 3.75 | 3.85 | 3.90 
Singapore dollar 2.007 | 2.004 2.021 2.124 n | i i 
SouthKorea won 737.50 740.10 780.00 822.70 NewZealand | 18.50 15047. 13605 pm ]. 3240 
SriLanka rupee 30.9475 30.92 30.778 28.902 Philippines 16.4375 16.597 | 1225 12.75 | 13.00 
Switzerland franc 1.4005 1.398 1.395 1.474 i | 

Taiwan NT dollar 28.61 28.63 28.62 31.49 Singapore 6.13 $50 | 34375 | 3.50 | 3.5625 
Thailand baht 25.13 25.14 25.30 closed South Korea 11.50 16.3 m i E i 

West Germany mark 1.681 1.704 1.791 i i 

Taiwan 5.75 | 5.01 | 3.55 | 390 
Banknote Official Communist ; i 
rate” rate countries Thailand 11.50 8.50 8.50 

Bangladesh taka 29.50 31.50 China us | 959 7.425 7.4375 

Brunet dollar 2.00 200 US$ - Rmb 3.722 EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATESt 
Burma kyat 63.50 6.20 HKS--Rmb 0.477 nans 

Macau pataca 8.055 8.05 T Š 1 month 3 months 5 months VE 32 months 
Nepal rupee 22.00 21.50 Soviet Union f 

Papua N.G. kina | . 0875 | 087 |  US$-Rouble0.593! us$ 6.0625 7.375 | 7.625 8.0625 
Other: SDR1 = US$1.3805, ECUT--US$1.2339, Laos £ Sterling 7.0625 8.25 | 8.625 9.125 
$$1-M$128,88, £1 = HKS14.6839, US$ = New Kip 3 Yen 3.8125 4.00 | 4.125 4.25 

3 months forward: Japan Y 124.573, ‘USS - New Kip 380.00 | 

Hongkong HK$7.786, Singapore S$1.989, Vietnam Swiss Fr. 2.125 2325 | 2.50 3.75 
{Middle rate "Selling rate USS Dong 368.00 Dm 3.3125 3.825 | 38125 400 
Source: Telerate for spot and forward rates from Asian money markets, Republic Na- AS 11.125 11.125 = 11.4375 114375 

tional Bank of New York for banknote selling rates on the Hongkong market "ds 
and Deak International Ltd for official rates. *longterm — **shortterm — !offeredrate Source: Telerate, Vickers da Costa & Co. 


































































































































COMMODITIES EE. 
a ele m. 




















































8.36 
8.96 
8.50 
9.03 


3.62 
4.72 
3.77 
4.61 


n.a. 
n.a. 
5.25 
6.40 


n.a. 
Tha. 
11.66 
12.26 


9.47 
9.83 
9.69 
9.37 


n.a. 
n.a. 
9.39 
9.69 


13.55 
12.85 
13:56 
12.89 


3.96 
4.44 


7.14 





| 
| 
| 





7.96 
8.57 
8.07 
8.58 


3.62 
4.72 
3.74 
4.47 


n.a. 
n.a. 
4.93 
6.14 


11.02 
11.79 
11.34 
12.16 


9.19 
9.49 
9.35 
9.69 


na. 
na. 
8.95 
9.34 


13.25 
12.75 
13.45 
12.70 


3.95 
4.44 


6.99 


s BOND YIELDS (%) 
Average of representative high-grade issues i 










































8.23 
8.76 
8.34 
8.98 


4.00 
4.65 
4.38 
481 


5.05 

n.a. 
5.52 
6.32 





13.04 
13.58 
13.87 
14.20 


9.62 
9.85 
9.80 
9.96 


7.608 
8.959 
8.98. 
940 


17.95 
15.35 
17.148 
15.35 


5.03 
5.30 


7.55 
8.21 








Previous 3months Year 
Latest week ago ago 
T uss: 
Gola Eondon 9 444.85 446.50 443.45 454.50 Domestic 3-5 yearst 
Copper New York (4) 7-10 years? 
Current delivery (May) 97.85 93.80 95.40 68.35 international — 3-5yearst 
July delivery 92.15 7-10 yearst 
Aluminium London (1) f 
Current delivery (May) 1,432.50 1,306.50 1,145.00 863.00 Yen: | 
July delivery 1,216.50 Domestic 3years! | 
Tin KualaLumpur | (2) 17.39 17.35 17.45 16.67 10 years t 
Cotton New York (4) international — 3-S yearst | 
Current delivery (July) 61.73 66.05 62.54 68.45 7-40 yearst | 
Oct. delivery 58.10 Dm: | 
Rubber KualaLumpur (9) | Domestic 3-5 years” | 
Current delivery (June) 313.50 i 312.50 281.00 203.00 10 years" | 
Aug. delivery 314.50 international — 3-5yearst | 
Palm Oil KualaLumpur | (5) 7-10years! | 
Current delivery (May) 951.00 955.00 | 1,065.00 732.50 AS: | 
July delivery 908.00 i Domestic 3years t | 
Sugar i New York (4) i 10years! | 
Current delivery (May) 8.47 8.51 8.79 7.35 international — 3-5yearst | 
July delivery 8.58 7-10 years? | 
Pepper Singapore — (10) C$: | 
Sarawak Asta bik 100% 735.00 735.00 965.00 1,050.00 "ash axi 
Wheat Chicago ` © Domestic 3years | 
Current delivery (May) 297.60 304.40 332.60 319.00 : 10 years * | 
July delivery 307.40 i International — 3-5years! | 
Maize Chicago m x 7-10yearst | 
Current delivery (May) 201.60 202.20 201.20 192.50 QE | 
July delivery 210.40 Domestic Syearst | 
Rice Bangkok (8) 1üyeàrs! | 
595 white fob 295.00 300.00 310.00 213.00 international — 3-5yearst 
Soyabeans Chicago 6) £3 7-10yearst 
Current delivery (May) 692.40 689.40 608.40 569.00 | NZ$: | 
July delivery 702.60 Domestic 3-5years! | 
Cocoa London (t 7-10yearst | 
Current delivery (May) 915.00 912.50 1,062.00 1,267.00 international 3years * | 
July delivery 932.50 7-10 yearst | 
Coffee London (0 SFr: i 
Current delivery (May} 1,052.00 1,015.50 1,235.00 1,322.50 i i 
July delivery 4,073.00 3-5 years? i 
Petroleum Tokyo nn ay 7-10yearst | 
Sumatran light 16.25 16.30 17.10 | 17.70 j ECU: E | 
r Lond t4 i i -Byearst 
B Ent Bee nad EL lon { 2 1645 ln 15.95 16.05 18.70 tad eas 
(}eatonne  (22:M$akg (3)USS$anoz (4)UScalb (5)M$atonne (6) USca60 lb bushel MUS. a 
iUSca56Ibbushel (8)USSatonne (9)Mcakg (10)S$a100kg (1)USSabarre! Source: Telerate, Reuter. * AAA corporate Government 


7.93 UN 


Source: Tolerate, 
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AUSTRALIA 


CHINA 





“Economic Growth % (rea) (1) 
1987 . 
1988 


| International Reserves (5) 
Latest 


Year earlier 


Trade Balance (total merchandise) 
Latest 3 months 


Previous 3 months 
./. Year earlier 
Exports (7) 
-Latest 3months 
% Change previous 3 months 
H change year earlier 
Amports (8) 
Latest 3 months 
“% change previous 3 months 
^s:change year earlier 
Consumer Prices 


Base 
Latest 3 months index average 


Y% change previous 3 months 
% change year earlier 


Money Supply (3) 
Latest 


% change previous month 
% change year earlier 


1 Economic Growth % ied to 
1987 
1988 


‘International Reserves (5) 
Latest 


Year earlier 


Trade Balance (total merchandise) 
Latest 3 months 


“Previous 3 months 
: Near earlier 
Exports (7) 
Latest3 months 
5; change previous 3 months 
V change year earlier 
imports (6) 
Latest 3 months 
% change previous 3 months 
% change year earlier 


Consumer Prices 
Base 
Latest 3 months index average 


% change previous 3 months 
% change year earlier 


Money Supply (3) 
Latest 


Ys. change previous month 
.."« change year e earlier — 








July 80-June 81-100 | 


172.9 
(Oct.-Dec.) 
+47 
$7.41 


9.4 
7-7.5 


USS16.71b 
idan.) 
US$10.87b 


-US$1.24b 

(Oct.-Dec.) 

~US$0.71b 
-US$3.0b 


US$13.41b 
+35.8 
+40.4 


US$14.65b 
+38.4 
+16.7 


Sept.-Dec. 1986 - 100 


107.96 
(Sept.-Dec.) 
-0.1 
+2.0 


Rmb 775.48b 
ISept.) 
*7.5(11) 
+31.2 


Oct. 84-Sept. 85 


~ US$0.23b 
(Jan,-Mar.} 

+US$0.002b 
~ US$0.43b 


US$12.44b 
9.9 
+29.4 


US$12.67b 
8.3 
+ 26.2 


113.7 
(Jan.-Mar.) 

+14.5 

+86.9 


HKS323.12b 








PHILIPPINES 


SINGAPORE 


100(2) 


USS6.14b 
(Oct.) 
US$5.87b 


US$1.57b 
(Oct.-Dec.) 
-US$1.27b 
-US$1.58b 


US$2.88b 
+3.4 
+31.7 


US$4.45b 
*9.9 
+18.1 


1960= 100 
752.7 
(Dec.-Feb.) 
«2.4 
+9.4 


Rs 1.611(10) 
(Feb.) 
*0.8 
+17.2 


SOUTH KOREA 


aa 


US$5.09b - 
(Jan oo 
US$3.57b 


*US$1.80b(9Y 
(Oct.-Dec.) 
-USSt.61b 
+ US$0.80b- 


USS, ATOR 
+ 28: 3 


US$3. rem 
a 3 


Apr. 77-Mar. 78 = 100 
302.87 
(Jan.-Mar.) 
415 
+8.7 


Rps 32.29t 
(Oct.) 
+2.14 
818.4 


TAIWAN 








4.7 
2-4 


USS7.18b 
(Jan) 
US$6.34b 


+ US$O.78b(4) 
(Nov.-Jan.) 
+US$0.61b 
+ US$0.45b 


USS4,08b{4) 
+28 
+37.4 


US33. DEN 
+31.2 


1980 - 100 
129.3 
(Dec.-Feb) 
+14 
#14 


5.05 
5.5-6.5 


US$0.68b 
(Feb.) 
US$1.78b 


~ US$O.23b 
(Dec. -Feb.) 
USSO.30b 
-US$0.12b 


US$1.58b 
*1.94 
24.68 


USS$1.81b 
~ 2.16 
*38.17 


1978= 100 
393.4 
(Feb.-Apr. 
«2.8 
+9.33 


P156.11b 
(Decj 
«9.9 
*14.6 


ae oe 








8.6 
5-7 


US$14.02b 
(Aug) 
US$12.91b 


US$1.15b 
(Oct.-Dec.) 
- US$0.90b 
-US$0.Bib 


US$8.59b 
+68 
+32.2 


US$9.74b 
+8.3 
+31.8 


June 82-May 83 = 100 
03. 





(Feb.) 
US$4.03b 


+US$1.47b(6) 
(Jan.-Mar.) 


*US$2.18b 
*US$1.20b 


US$12. 2519 
i367 


vss m 





ea 


US$76.7b 
(Dec.) 
US$46.3b 


-US$3.28b 
(Dec.-Feb.) 
+ US$5.08b 
+ USSA. 13b 


US$13.75b 
~ 6.0 
+27.0 


us$10. 47b 
+10.0 
+56.0 


1981 = 100 
106.2 
(Nov.-Jan.) 
-0.1 
+0.7 


NTS4.17t 





i 


i 


| 
| 
| 
| 
| 
| 
| 
| 
| 


ussen; spo : 
* We 6 


US$43.89b(6) 
€74 
439.0 


1985-100. 
100.8 
(Nov.-Jan.) 
0,4 
+08 


¥377.73t 





{5} IMF definition of reserves i minus gol 


H} Official and other estimates of GDP (GNP in Japan) (2) Consumer Price index A (3) M2 or currency e bank deposits (4) Peninsular Malaysia only i 
Source: Official statistics. 


exceptfor Singapore (6) Customs basis (7) fob — (8) cif (9) Excluding petroleum products (10) M3 — (11) % change over past 3 months 
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[STOCKMARKE I ETS 
Slow but mostly steady 





Bombay rallied. 


TAIPEI: Prices surged forward, 
boosted by the banking sector which 
gained on rumours that the govern- 
ment is preparing to modernise the 
banking industry. The index climbed 
near pre-October highs and daily turn- 
over averaged a record NT$27.82b 
(US$972.7m). Chang Hwa Bank rose 
to NT$450, a 21% gain. Cathay Con- 
struction rose 22% to NT$105.50. 











HONGKONG: Prices recovered slight- [77777 
ly at the end of the period after | ^ 
tumbling 63 points on 5 May in reaction | 9? 
to Jardine Strategic Holdings' decision 
to lift its stake in Hongkong Land. The 
move quashed bid rumours which had |: 
fuelled recent market rises. Land slip- 
ed 60 HK cents (8 US cents) to 





K$7.70. Volume totalled 3.15b |, 
shares, worth HK$6b. 
TOKYO: Shares slid across a broad f 


front on fears of renewed inflation and | 
higher interest rates in the US. The big |* 
losers were blue chips like Nippon [aa 
Steel, Toyota, Nissan and Hitachi. |,, 
Toshiba hit a high of ¥888 (US$7.10) on | 

2 May before finishing at 853. Honda 
fell ¥80 to ¥1,770. Turnover in the | 
three-day trading period was 609m 
shares, worth Y625b. 


SINGAPORE: Hongkong shipping 
magnate Sir Yue-kong Pao's bid for 
Marco Polo and a rights issue by City 
Developments sparked interest in hotels 
and properties. Generally, the market | 
was quiet as institutions remained on |: 

the sidelines. Marco Polo closed 30.5 S | ™ 
cents (15 US cents) up at S$1.17. City | 2 

lost 6 S cents to $$2.82. Average vol- 
ume was 25.7m shares, worth S$27m. 














KUALA LUMPUR: Business was slow 
to pick up after the Labour Day holi- 
day but steady interest in blue chips 
helped the market advance. Profit-tak- 
ing after the weekend saw prices finish 
generally lower. TV3 closed 20M cents 
(8 US cents) up at M$5.20. Dunlop Es- 
tates closed 2 M cents down at M$1.50. 
Volume averaged 12.9m shares a day, 
worth M$22.7m. 


MANILA: Prices eased as profit-taking [7 
exacerbated a general lack of interest 
in most counters, The Manila Compo- 
site Index fell 21.85 points to 766.26. 
Some counters advanced. against the 
trend. San Miguel-B rose 8.2% to 
P185 (US$8.90) and PLDT gained 
4.5% to P186. Average daily turnover 
. was P57.47m, up 3.8%, on 448.49m 
shares, down 23.9% 
































ASIAN equity markets ended the period to 9 May generally easier in lighter volume. Taipei, Bangkok and 





SEOUL: The market sagged on lower 
volume. Individual investors took to 
the sidelines and institutions found 
themselves strapped for cash as the 
government kept aggressively selling 
monetary-stabilisation bonds. Sec- 
urities companies dropped 6.7%. But 
steel shares gained 4.6%. Daily vol- 
ume averaged 6.8m shares, worth Won 
114.8b (US$153.1m). 











BANGKOK: Contrary to expectations, 
the market edged higher in response to 
the 29 April dissolution of parliament. 
The SET Index gained 2.9 to 416.81. 
But prices drifted at the end of the 
period on concern about high p/e 
ratios, though hopes of good first-quar- 
ter results pushed up some counters. 
Sunshine, Crown Seal and American 
Standard led gainers. 





AUSTRALIA: The market declined in 
the wake of Wall Street's slide and 
amid heavy selling of resource stocks 
on concern about the strength of the 
Australian dollar. Brokers said the fall 
was exacerbated by programme trad- 
ing and softer metal prices. Volume 
was thin. BHP fell 26 A cents (20 US 
cents) to A$7.36 and CRA slipped 46 
A cents to A$6.70. 





NEW ZEALAND: Prices drifted lower 
in light trading after rallying at the end 
of last month. The strength of the NZ 
dollar and high short-term interest 
rates helped keep the lid on the mar- 
ket. Fletcher Challenge shed 11 NZ 
cents (7 US cents) to NZ$4.35. Brier- 
ley fell 4 NZ centsto NZ$1.31. Volume 
for the period was 50.28m shares, 
worth NZ$50.66m. 








BOMBAY: The market rallied after 
the government announced it would 
raise the limit on forward trading from 
Rs 2.5m (US$190,840) to Rs 5m per 
broker. A cut in import duty on 
monoethylene glycol, used to make 
polyester, boosted textiles. Baroda 
Ravon gained Rs 25 to Rs 235. Centry 
Enka increased Rs 30 to Rs 1,520. As- 
sociated Cement rose Rs 13 to Rs 167. 











NEW YORK: Share prices declined in 
four consecutive trading sessions amid 
à general lack of buying interest. Bro- 
kers attributed the slide to concern over 
interest rates and forecast further falls. 
Utility stocks made gains on dividend 
related trading. Volume was 785.48m 
shares. The Morgan Capital Interna- 
tional Index finished 2.7 down at 455.5. 
points on 6 May. 




















JEN ECONDMIC REVIEW. 





Why not hold your next conference at a Swissótel? 
Believe us, it will be a fabulous experience. 


Illustration from Grandville's “Scenes de la Vie Privée et Publique des Animaux", Paris 1842. 


This typical 
clock is a 
distinctive feature 
of Swissótel: 
Hotel Interna- 
tional Zurich, 
Hotel Président 
Geneva, Hotel 
Bellevue Palace 
Berne, Hotel 

Ee Plaza Basle, 
Le Lausanne 
Palace, 

Le Montreux 
Palace, 
Amsterdam Ascot 
Hotel, Hotel 

Le Belson Brussels, 
The Bosphorus 
Swissótel Istanbul 
(opening summer 
1990), The Drake 
Hotel New York, 
The Lafayette 
Hotel Boston, 
The Swiss Grand 
Hotel Chicago 
(opening August 
1988), The Swiss 
Grand Hotel 
Beijing (opening 
end of 1989), The 
Crystal Palace 
Hotel Tianjin/PR 
of China, 

The Swiss Grand 
Hotel Seoul. 

For information 
and reservations 
please contact the 
hotel directly, your 
travel agent or 
Swissair/ HORIS. 
Swissótel - 

Swiss precision in 
hospitality. 








The word is getting around that Swissótel is the ideal choice for seminars and conferences. Or 


other business meetings that call for congenial surroundings and a wide range of sophisticated 


equipment. With advisers and technicians on hand to make sure your events go off as planned, 


and provide any necessary back-up. After all, we don't want you to think of Swissótel as just 


another luxury hotel group. 


swissótel 4 






























On January 1, 1988, Asea and Brown Boveri merged to form Asea 


Brown Boveri, the largest energy engineering company in the wor Id. 





We are committed to the power business. No othe 


























our business has the same global presence. We can offe 
utilities and industries a fuller range of products and s 
generating, transmitting and distributing electric po 

To be close to our customers and to serve ther ners 
wherever they are, we are present in over 140 c e ; 
strategically located engineering centers around we can 
tailor systems and products to customer needs. > z oe 
locally in more than 30 countries and have 30,00 [ in the 


industrialising countries alone. 


de L In industrialising countries we su 
* ec d ic power installations that help build up the in 
and we offer the necessary training and back- “up services 
In industrialized countries our involvement is more of ena 


matter of upgrading existing plants and networks and improving - 


their efficiency. 





The base, though, for our operations are Germany, Sweden and 
Switzerland. We are established as a federation of local companies. | 
Our century-old reputation in energy engineering continues. - 
And we are determined to be present wherever electric power is 


needed, on into the 21st century. 





Asea Brown Boveri is tbe world s leading company in energy engineering. 
Qur business segments are Power Plants, Power Transmission, Power Distri 
bution and Industrial Equipment. Other important areas include Transporta- 
tion, Factory Automation and Robotics, Environmental Technologies, Instru- 
mentation, Communications and Financial Services. The company has 
180,000 employees in over 140 countries and annual sales of US$ 18 billion. 





ASEA BROWN BO 

















1988 





The only bilingual 
Telephone Directory for 
China published 

semi-annually 


In order to maintain CPB's accuracy and time- 
liness CPB will henceforth be published twice 
each year, covering Spring/Summer (available 
January ~- June) and Autumn/Winter, (available 
July - December). 


Given the frequency with which changes take 
place in China amongst both the domestic and 
foreign business and banking communities, the 
semi-annual frequency of The China Phone 
Book guarantees its users the most up to date 
and accurate listings of the most important 
contacts in China. 


Our database will constantly be updated to 
bring you the latest listings you need, when you 
need them. 





















You can save 20% off the combined price by or- 
dering both the current Spring/Summer and the 
Autumn/Winter editions now. Published in July 
the Autumn/Winter edition will be sent to you 
automatically the moment it becomes available 
if you order both now. 


Not only will you have the most up to date busi- 
ness listings in China at your fingertips . . . but 
you'll save money at the same time. 


1988 Editions 


Spring/Summer — January — June 
Autumn/Winter — July — December 
















The China Phone Book Co. Ltd is a wholly owned 
subsidiary of Review Publishing Company Li- 
mited, Publisher of the Far Eastern Economic 
Review, Asia's leading publication. 


~ The 1988 China Phone Book & . 
— Business Directory: January — June Edition 
completely revised and updated 








A vital reference for anyone interested 
in doing business with China. 


* Completely updated listings 
* Unique classified yellow pages 
* Designed for maximum usefulness 
* Lists all foreign companies and joint ventures 
* Careful selection of useful Chinese firms 
* Categorized by major industry groups 
* New compact page layout 
* Indexed for easy use 
* Good for travel or office reference 
e Names and addresses in both English and Chinese 








Designed for Maximum Usefulness 


This directory is a comprehensive listing from our own China database of all 
relevant companies in China of interest to the businessman or tourist. 1t is 
specifically intended to give you easy access to its contents through a well 
designed, computer generated classification and indexing system. Irrelevant 
and unnecessary information has been eliminated to reduce bulk and allow 
you efficient access. 


New Classified Yellow Page Section 


Our tenth edition includes the first Classified Yellow pages ever available 
covering the entire PRC. Over fifty categories of listings are included to give 
you updated, accessible information on China services, accommodations, 
travel, etc. Classified listings include: 
* Airlines * Business Services 

* Shipping Companies 


ORDER YOUR COPIES NOW! 


pum EM RI I i e e E 


To: The China Phone Book Co Ltd, GPO Box 11581, Hong Kong 
Please rush me copy/copies of the China Phone Book as indicated: 


* Computer Services 
* And many other business Categories 


Name: on 





{Please print in Block Letters) 
Address: OE TCI 2 Lo. 








Tel: — ———— M 





Ci China Phone Book 1988, Spring/Summer Edition 
Price: Hong Kong: HK$300, Elsewhere: US$50 (inctusive of airmail postage). 
No. of copies: 2 


O China Phone Book 1988, Spring/Summer and Autumn/Winter Editions combined set 
at 20% savings. Send Spring/Summer Edition immediately and Autumn/Winter Edi- 
tion immediately upon publication in July. 

Price: Hong Kong: HK$480, Elsewhere: US$84 (nclusiveaf airmail postage). 
No. of sets: m 

Cl Ienclose _ =n payment thereof (cheque payable to The China Phone 
Book Co Ltd) 








D) Ipreferyoucharge |... — tomy credit card (tick one): 











C American Express (] Diners Club O Master Card L1 Visa 

Card No: _ Exp. Date: 

Signature: COUPES EN te SM TE IAEA 
RO519CP 


qne cm cm cmo mc mm m cum m mo GR OA OUO GAS ROOM a a e 










Korean Air is flying the world to Seoul. And Seoul to the world. 
—  . Our modern fleet includes the latest A300-600s and the advanced B747SUDs 
~ and soon, the new MD-11s and B747-400s. For more information, call your 

... travelagent or Korean Air. : 





THE ART OF JOYFUL FLYING ; 















BUSINESS OPPORTUNITIES 


PROPERTY 








INTERNATIONAL CENTRE FOR 
y l| DIARRNOEAL DISEASE 
Sai * RESEARCH, BANGLADESH 


REQUEST FOR PROPOSAL 


International Centre for Diarrhoeal Disease Research, 
Bangladesh (ICDDR,B) invites the submission of cost and 
technical proposals from independent Chartered Accountant 
and management consultant firms which have counterparts in 
“Bangladesh to document, design and propose installation of 
accounting procedures and administrative techniques. 

A detailed description of the "Scope of Work" will be available to 
be posted or picked up by interested parties from the office of the 
Associate Director, AP&F (2nd floor, Institute of Public Health 
Building, Mohakhali, Dhaka, Bangladesh) commencing from 1st 
May 1988 from 08:30 a.m. to 04:00 p.m. The closing date for 
receiving proposals is 30th June 1988 04:00 p.m. A contract will 
be negotiated between ICDDR.B and the selected firm. 


A 
f 
M 






GO PUBLIC 
CANADA — U.S. FREE TRADE AGREEMENT 
CANADA LANDED IMMIGRANT POLICY 
REAL ESTATE OPPORTUNITIES 


Venture Capital Group seeks qualified Asian companies wishing 
to capitalize on these benefits, expand, and have their shares 
publicly quoted in Canada and the United States through 
merger/reverse takeover of existing public shell corporations. 
Please forward pertinent information to: Suite 309, 55 University 
Avenue, Toronto, Canada M5J 2H7, Tel: (416) 366-2221, Tele- 
fax: (416) 362-3641, Telex: 06-218288 TOR 


DECEASED ESTATE 


Tenders are invited for the purchase of Bearings Wholesale, 
a business in Port Moresby, Papua New Guinea. 

Bearings and Oil Seals, good turnover and room for 
expansion. Showroom property and 2 x 3 B/R Flats 
plus approximately K400.000 stock. Further details 


Hampton & Sons, the leading UK Estate Agents can assist you to buy. sell. let. 
manage and arrange finance for your UK house or flat. 


Call Annoushka Ducas on 5-254418 or telex 61851 FPDHK HX 


~~) FIRST PACIFIC DAVIES 


p 
i 

F 
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LONDON PROPERTY 
FOR SALE ` 


*Large Victorian House in 
Beckenham (London Borough 
of Bromley) 

* Presently 13 flats — income 
£36,000 p.a. could be con- 
verted to 7 larger units with 
new addition to rear. 

+ idea! for Home and income. 
High class area beside beauti- 
ful park. Tax incentives 

* Further information contact 
agents Stiles Harold Williams 
(London) — 01 680 3193 





APPOINTMENT 





OVERSEAS POSITIONS 


Hundreds of top paying positions avail- 
able now, Tax-free incomes. Many attrac- 
tive benefits. Opportunities for all occupa- 
tions, skilled trades, professionals. man- 
agement, technical personnel etc. 

Free details. 

Overseas Employment Services, Dept 
FE. PO Box 460, Town of Mount Royal, 
Quebec, Canada H3P 3C7 





M 21d floor Two Exchange Square, Hong Kong. 


HAMPTONS 
5 Arlington Sueet, London SWIA IRB Telex: 25341 











PERSONAL 


. THE 
DIPLOMAT HOTEL 


2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8 DT 
TEL: 01 -235 1544 
TELEX:941:3498 EXECUT G 
FAX:259-6153 
Single: £49.95 + VAT 
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hen people in the space business 
get together, as they did recently 
for a conference in Brisbane, it is 
dreams of the future that really set the 
adrenalin flowing. Dancing before their 
es just out of reach, they see industri- 
complexes in orbit around the earth 
tapping the unlimited energy of the sun, 
bases on the moon and captured as- 
teroids providing them with basic manu- 
facturing materials, human settle- 
ments on Mars served by spaceliners, 
and ultimately, of course, journeys 
beyond our solar system to planets sur- 
rounding other stars. 

These grand visions of tomorrow, 
right now, lack one basic, but crucial, 
ingredient. The cost of blasting men and 
materials into space is still too high to 


open this new frontier to colonisation | 
and private enterprise. To start the ball | 


rolling, scientists and engineers are 
going to have to come up with a new 
form of propulsion that will put today’s 
costly rockets and space shuttles out of 
business and into the space museums. 
And unlikely as it may seem, it is just 
possible that the problem will be 
cracked as a result of research currently 
under way at the University of Queens- 
land in Brisbane. 

Itis here that a research team, led by 
Prof. Ray Stalker, head of the univer- 
sity’s mechanical-engineering depart- 
ment, is trying to bring to life a perfectly 

. plausible idea for a new form of engine 
that has been kicked around without 
success for 20 years or so. Itis for a high- 
speed ramjet — or scramjet, for short — 
whose theoretical principles were first 
devised by an American, Antonio Feri. 

Feri reasoned that it should be possi- 
ble to create an air-breathing engine 
without moving parts that would be far 
more powerful and far less expensive to 
operate than rockets. The engine would 
scoop in air from the atmosphere in such 


a way that it would be heated under | 
in a combustion chamber. 


pressure 
After the air reached ignition tempera- 


ture, hydrogen would be squirted into | 


the chamber and spontaneous combus- 
tion would occur. The combustion pro- 
ducts would then be ejected from an 


exhaust nozzle, so accelerating a space- | 
the | 
speed necessary to achieve an orbit in | 


craft to about 18,000 mph 


space. 


Such an engine could be used to | 


power a new generation of spaceplanes, 
such as the "Orient Express" being pro- 
moted by President Reagan, which will 


not only be able to achieve orbit, but | 


also fly from the US to Japan in a couple 
of hours or so. It would also have hefty 
advantages over today's rockets. 

The world is still living in the era of 
Konstantin Tsiolkovsky, a deaf Russian 
School teacher born in Kaluga, 100 miles 
from Moscow, who was the true father 
of the space age. It was he who, in 1898, 








first worked out the fundamental laws 
of rocket motion upon which all today's 
space vehicles, including the US shuttle, 
still rely. But rockets are an extremely 
expensive means of getting into space 
and the technology has basically 
reached a barrier beyond which it is dif- 
ficult to bring down prices. 

Nearly all of the weight of rockets is 
taken up by the enormous amounts of 
fuel necessary to launch relatively small 
payloads into space. The shuttle, for in- 
stance, requires 2 million litres of fuel as 
well as heavy booster rockets to go into 
orbit. This works out at a cost of about 
US$5,000 to put 1 kg into space, or 
about US$500,000 per astronaut. 
Stalker and his colleagues believe that 
spaceplanes powered by scramjets 
| could reduce these costs 10-fold, be- 
| cause it would not be necessary to carry 
| huge amounts of fuel or rely on booster 
| rockets. Only hydrogen would be re- 












record the movement of air at high 
speeds and pressures. In the first section 
of the tunnel, helium is compressed with 
a piston until it blasts through a restrain- 
ing metal diaphragm into the second 
section containing air. The shockwave 
this creates compresses the air and 
blasts it into the viewing chamber at 
speeds of up to 18,000 mph. 

The research team can crank up the 
tunnel four or five times a day — a pro- 
cess which is accompanied by the 
dramatic sounds of ringing bells and 
wailing sirens. For a visitor, however, 
the end result can prove to be somewhat 
of an anti-climax. All he sees through 
the window of the chamber is a brief 
flash of light — and it is possible to miss 





Wind-tunnel test at the University of Queensland. _ 





even this by blinking. 

There is no doubt, though, 
that Stalker and his team are 
going to have to crank up the 
wind tunnel many times more 
before they are in sight of under- 
md d and describing the pro- 
cesses that will make a scramjet 
work. They have made some 
progress in understanding the 
process of scooping up the air, 
but are still groping in other 
areas. 

“J have a feeling, and so do 
others working in this area, that 
we may achieve a breakthrough 
in the next two years," says 
Stalker. "We know there are lots 
of problems, but the prize is ter- 
rific. If the scramjet can be made 
to work it would be like invent- 
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| quired, as the engine would obtain the 
necessary oxygen to creat combustion 
from the air. 





though, would require normal jet 
engines to take off from a runway and 
reach a speed about three times that of 
sound — about 2,300 mph — before the 
new form of propulsion took over. It is 
at this speed that the jet starts scooping 
up air, and that is also where the Uni- 
| versity of Queensland comes in. Stalker 


| 

| 

| ny spaceplane using a scramjet, 
l 

i 


| believed to be the world's most ad- 
| vanced shock-tube wind tunnel, which 
| is able to stimulate the effects of flight at 
| the density encountered by a scramjet 
| spaceplane climbing into orbit. Their 
project is being jointly funded by the 
Australian Government research- 
grants scheme and NASA. 

The 40-m long tunnel is basically 
composed of two tubular sections which 
culminate in a chamber with a viewing 
window through which it is possible to 
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and his team have constructed what is | 





ing the sailing ship. We would 
have opened the gateway to space.” 

Like the generations of space scien- 
tists and engineers stretching back to 
Tsiolkovsky, who anticipated not only 
space travel but the possibility of human 
colonies in the solar system, Stalker be- 
lieves this is where destiny is leading us. 
He points out that there are increasing 
signs that industrialisation and the use 
of fossil fuels are overloading the sys- 
tems of nature on which the world de- 
pends for its survival. It makes sense, 
therefore, he argues to relieve this stress 
by not only transferring some industries 
to space, but also by tapping the ener- 
gies of the sun and beaming them back 
to earth. 

These ideas have been around for 
many years and the technology to make 
them reality is within grasp. But the 
basic urge that makes mankind reach 
for the stars was probably first best ex- 
pressed by Tsiolkovsky. “Earth is the 
cradle of the mind,” he wrote, “but one 
cannot live in the cradle for ever.” 
Watch this space. 

















— Brian Jeffries | 
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“My Rolex is more than just a watch, 
it makes me feel dressed’ 


In everything that she does, 
Dame Kiri Te Kanawa combines 
a remarkable liveliness and 
spontaneity with an absolute 
obsession with perfection. She 
delights in Strauss and Mozart 
"because the women in their 
operas are cont radictory; warm 
and cool at the same time.’ 
Two of her favourite roles, for 
example, are the sad young 
Countess in ‘Le Nozze di Figaro 
and the frenzied, passionate 
Donna Elvirain‘DonGiovanni. 


When she decided to sing 
the Feldmarschallin in ‘Der 
Rosenkavalier’, Kiri said it was 
“because the character appeals 
to me. She has understanding 
and maturity and when she 
lets her lover go, you feel it's 
not completely the end of the 
world for her. I'm sure I will 
have to sing the Marschallin 
100 times before I fully under- 
stand the depth of the character. 

Her famous voice ("Perfect" 
said Sir Colin Davis of the 


Royal Opera House, Covent 
Garden), is in such worldwide 
demand that she is booked up 
for years to come. Will her voice 
stand the strain? Kiri says, 
“What you have to remember 
is to give quality, not quantity. 
For many years, Rolex has 
shared that same obsession. 
“My Rolex,’ says Kiri, “is more 
than just a watch, it also makes 
me feel dressed. It W 
has been a friend ROLEX 


fora long time. 
of Geneva 
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Innovation 


FUEL UP WITHOUT 
TOUCHING DOWN. 


Being far from home and low on fuel 
needn't put an end to your sortie 

Not when you can put a Lockheed 
Hercules KC-130H tanker on station. It 
can arrive with more than 4,000 gallons 
of fuel ready to feed anything from fight- 
ers to helicopters. No other tanker gives 
you such flexibility 

Transfer 300 gallons per minute from 


an auxiliary tank in the C-130's cargo 
compartment, or 150 gallons per minute 
from its wing tanks. Then, if necessary, 
quickly remove the aircraft's refueling 
tank and pods and convert it to a con- 
ventional transport for other duties 
Give your squadrons greater range 
and endurance. Keep them flying with 
Lockheed's KC-130H Hercules tanker 


= Lockheed 
Aeronautical Systems Company 


Giving shape to imagination 





Language as a tool 


I feel that Stephen Schwartz [LETTERS, | 
28 Apr.] has missed an important point. 
The English language. like any other 
language, is basically a tool in a 
technological society. It is true that if a 
profession requires an excellent com- 
mand of the English language per se — 
such as writing, journalism, the law — 
then a command of the English lan- 
guage has the greatest priority. 

However, in professions where the 
means of communication is in abstract 
symbolic terms, the English language is 
just an adjunct to the so-called technical 
language. As such, a person who has 
mastered Shakespeare's plays or is able 
to give a discourse on Robert Frost's 
works will not necessarily be able to 
communicate in bits and bytes. 

Schwartz should realise that this is 
1988 and not 1966. There has been such | 
à tremendous increase in mankind's ac- 
cumulated knowledge of his physical 
environment, which keeps increasing | 
daily, that it is hard to keep abreast of, 
let alone master, everything. As such, 
we need specialists. 

If Schwartz likes to major in history 
and language (English) and be a writer, 
that is fine. There are others who find 
that only a certain standard of English is 
necessary for them to specialise in à 
| technical field which uses a particular 
technical language to communicate 
ideas. It is an exaggeration to describe 
these students as illiterate in English. If 
they are, I don't see how they can un- 
derstand, let alone excel in, the various 
fields of studies they have chosen. 

In conclusion, I would like to put my 
own question to Schwartz: "But, can 
you build a computer?" 

Ontario Ho Chee-liek 


| Confused minds 


Adrian Buzo's excellent book review 
[South Korea: A key stuck in the lock, 
REVIEW, 19 May] could have gone one 
step further and noted that foreign visi- | 
tors to South Korea should expect to be 
confronted with a confused state of 
mind and a situation of organisational 
chaos which more or less mirrors that of 
| Song-Hyon Jang's book. That is to say, 
the *meism,' the very self-serving nature 
| of the author'ssuppression of the names 
of his assistants; the double-standard 
whereby foreigners are cautioned to 
take care not to offend South Koreans' 
kibun while nothing at all is said about 
‘Hello Mr Monkey-ism,' are all well 
| demonstrated in the way the book was 
produced and the author's ideas pre- 
sented. 

Armed with this collection of con- 
flicting prejudices, the careful reader 
will be able to find a context wherein 


| South Korea's recent decision to sell 500 




















INACITY 


WHERE EAST MEETS WEST, 
A GREAT HOTEL MUST OFFER 
THE BEST OF BOTH WORLDS. 


As everyone knows, Hong Kong 
is a truly cosmopolitan city. And the 
Hongkong Hilton is proof of that. 

This marriage of cultures is there 
in our luxuriously appointed rooms 
and suites. Restaurants that cater to 
all tastes. And gracious service 
synonymous with one of the truly 
great hotels in Asia. 

One could say that, at the Hong- 
kong Hilton, this unique blend of 
East and West is the best of all 
possible worlds. 


For reservations, call your travel 
agent, any Hilton International botel 
or Hilton Reservation Service. 
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PROFESSIONAL. 


Our geologists have been engaged in uranium explora 

throughout the world for over 40 years. Their most recent disc 

very is the rich Cigar Lake ore body in Canada. 

Our miners work in both underground and open- pitm 

on every continent, making Cogema a leading supplier of v 
ium concentrate. 

The achievement of the world's largest enrichment : 

l demonstrates the quality of our teams, especially i in the ope 

tions, process development, and engineering sectors. And th 

have been working on laser enrichment from the very beginnin 

Our broad nuclear fuel experience led us to invest in larg 
nuclear fuel fabrication and assembly plants. In fact, we are. 
already building facilities for the fabrication of recycled fuels. — 

Our La Hague plant has reprocessed its 2,000 th tonne of - 
spent fuel in 1987. This achievement proves our expertise in com- 
mercial reprocessing. 

For us, professionalism is the key toa reliable and profitable 
nuclear industry, and a prerequisite for ensuring the good perfor- 
mance of our customers'reactors. 

This professionalism is present in every step of the fuel 
cycle, both in products and services we provide. We apply this 
professionalism to a fully integrated company so our customers 
benefit from economies of scale, the only way to guarantee lower 
power generating costs. Today and tomorrow. 


@ 
COGEMA 


The nuclear fuel major company. 


2, rue Paul Dautier. BP N° 4, 78141 Vélizy-Villacoublay France. 
Tel. 33 (1) 39.46.96.41 
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professionals we will confidently 

do our utmost 
to make any flight 

with us as enjoyable as possible. 


Because of Ikuko’s enthusiasm, 
no other airline can offer you this: Amava 


number one IATA airline we 
will maintain the highest standards 
of service, as befits 
our leadership position. 


Js Japan's internetional airline 
we are bound by our own unique 
corporate sense of honor 
to fulfil these promises. 


JAPAN AIR LINES 
Its a guaranteed pleasure. 
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tons of tobacco leaves and 800,000 
packs of cigarettes to Bulgaria can be re- 
conciled with the intense anti-American 


hype drummed up to prevent a repeat of | 


the Opium Wars as South Koreans vow 
‘never’ to smoke imported cigarettes. 
For all the wrong reasons, this is 
perhaps a book worth some considera- 
tion; however, readers are cautioned to 
study the form of the presentation 
rather than the content of the text. 

Tokyo Dale Bay 


College twinning 


In A matter of degree [5 May] Sunway 
College, a subsidiary of the SungeiWay 
Group, is given some prominence. We 
would like to establish the following 
facts: 
» While itis true that Sunway College 
started off with twinning arrangements 
with Curtin University, Leicester Uni- 
versity and Western Michigan Univer- 
sity, it has since entered into similar 
agreements with the University of 

estern Australia, Monash University 
and the Flinders University of South 
Australia. 
> Itis not true that Curtin has pulled 
out of the programme. There are cur- 
rently 49 students studying for the 
Bachelor of Business (Accounting) de- 
gree of Curtin University. 
> It was reported that the Public Ser- 
vices Department (JPA) has just ruled 
that twinning degree arrangements will 
no longer be recognised by the govern- 
ment. We have written to the JPA to 
seek clarification on this matter. 

L. J. Fredericks 


Selangor Sunway College 


The onus of peace 


In the article Chain of command needs 
new linkup [12 May], John Mcbeth 
wrote: “Because the two Korean gov- 
ernments are not signatories to the truce 
agreement. the basically US-staffed 


UNC will have to remain until Seoul | 
and Pyongyang agree on a peace | 


mechanism. . .” 

The signatories to the Korean Ar- 
mistice Agreement are the US and 
North Korea. To be more exact, Kim II 
Sung, supreme commander of the Ko- 
rean People’s Army, and Peng Teh- 
Huai, commander of the Chinese 
People’s Volunteers, along with Mark 
W. Clark, commander-in-chief, United 
Nations Command, signed the 1953 ar- 
mistice agreement. 


South Korea refused to sign the | 


agreement. 

When Pyongyang proposed three- 
way talks in early 1984, it wanted to re- 
place the armistice agreement with a 
peace agreement and adopt a non-ag- 
gression declaration jointly with Seoul. 

The former must be solved between 
Pyongyang and Washington because 
Seoul is not a signatory to the truce 
agreement. The latter must be done by 
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SINGAPORE RIVER TODAY 


... Still flows around the 
Hotel New Otani sain 1819, 


Stamford Raffles, the founder of Singapore, landed 
at the mouth of the Singapore River. Today, quaint, 
old buildings and a bit of the old way of life still 
surround the Hotel New Otani. 

Being in the midst of the past is only one of the 

great advantages of staying with us. Of course, you'll 
also find all the facilities 
you've come to expect from 
a New Otani hotel. 


Q Oe New ani 


HOTEL NEW OTANI SINGAPORE 


177A River Valley Road, Singapore 0617. Tel: 3383333. Fax: 3392854, Tix: RS 20299 SINOTA 


For reservation and information, please contact The New Otani International Sales Office: Wn the United States (800)421-8795. Toll-Free 
California (800)252-0197 . Toll-Free, Hawaii (808)923-155*, United Kingdom (00731-4231. The: 8950113 Japan (039221. 2016, The: 24719 

Hong Kong (5)292723, Fax: (5)861- 3549, The: HX 86025 

Hotel New Otani Regional Sates Office: Yo Kuala Lumpur 5501109; 5301110, Tix: MA 38642. Jakarta (21331-507 (Ei. 290), The 42628 NPI JKT 
Reservations are also available through Utell International, Int'l Airlines and Travel Agents throughout the world 
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Created for people who aspire to the finer things in life 
The fountain pen is designed with a handcrafted, 14 carat gold nib with platinum inlay 
Together with the ballpoint pen and pencil, these highly polished writing instruments feature gold plated fittings 
in the world famous classical design 
Montblanc Meisterstück writing instruments — the ultimate expression of personality 











| Pyongyang and Seoul. To ensure peace 
in Korea, there are questions which 
should be resolved between North 
Korea and the US and questions which 

-should be resolved between Pyongyang 
and Seoul. 


|} Tokyo George Kim 
Trusting to Peking 
Should Alan Chalkley [LETTERS, 


28 Apr.| remain in Hongkong after 
1997, he will — if he is a Hongkong citi- 
zen — have indicated his participation 
in the covenant of China as stated in the 
constitution of the people's republic. _ 
Now, Deng Xiaoping's promise of a 
-50-year capitalist grace for the Hong- 
kong covenanters is, arguably, a contra- 
vention of Article I of that covenant. If 
so, this grace-and-favour status depends 
. Solely on the Chinese leaders’ prepared- 
ness to suspend its own covenant — they 
{-are, by definition, “democratic dic- 
tators.” A 50-year block on the "march 
to socialism" must surely be a contra- 
vention of Article I. 

One may, of course, seek comfort in 
the Chinese propensity to be perfidious 
as being no less than that of Albion's, 
the draft Basic Law notwithstanding. In 
recent years, the good citizens of Hong- 
kong have had ample opportunity to 
witness the way Albion and the leading 
comrades fulfil their covenants of 
human responsibilities. 


Sydney Adrian Chan 


Political goals 


Any evaluation of Asean purely in 
terms of the prospects for econo- 
mic cooperation will inevitably lead 
to the conclusion that its future is bleak. 
But the belief that economic coopera- 
tion is the basis of political cooperation, 
which originated out of the experience 
of Western Europe after World War II, 
is not always valid. Economic coopera- 
tion after the war was thought to create 
functional links which would spill over 
into politics, resulting in political inte- 
gration. 

This process could be measured by 
an increasing degree of transactions — 
economic, social, cultural, etc. — be- 
tween states. Ultimately, the result of 

this process would be the formation of 
| "supra-nationality" that would reduce 
the potential for interstate conflict be- 
tween participants. 

But the formation of Asean has not 
prompted increases in transactions be- 
tween member states. Although the ab- 
solute volume of transactions (trade, 
tourism, student exchanges) has in- 
creased between member states, the re- 
lative volume adjusted for increases in 
economic growth has actually declined. 
All Asean states are economic com- 
petitors who have little interest in eco- 
nomic cooperation. 

However, economic integration is 
not necessarily the only basis for re- 

















gional cooperation. Asean was substan- 
tially dormant before the Cambodia 
crisis. Nevertheless, Asean's awaken- 
ing in 1975 had unintended conse- 
quences. 

The need to form a common front 
against Vietnam meant that Asean had 
to provide a frequent forum for foreign 
ministers. As a result of this elite coop- 
eration, Asean has become an effective 
lobby on the Cambodian crisis both in 
the US and at the UN. 

A case can be made that it is pos- 
sible for a group of highly diversified, 
sovereignty-conscious and competi- 
tive states to achieve a degree of region- 
al integration entirely on a political 
basis. 

Whereas conventional wisdom pre- 
dicts that economic competition will 
spill over into political conflict, Asean 


has demonstrated that intense eco- | 


nomic competition is compatible with 
political cooperation. Moreover, politi- 
cal cooperation can potentially lead to 


economic cooperation. 
Ottawa Danny Lam 
Failure of the system 


Stephen Schwartz makes a very legiti- 
mate point [LETTERS, 28 Apr.| con- 
cerning Asian graduates from Lowell 
High School in San Francisco lacking 
proficiency in written and spoken Eng- 
lish. 

While I speak with no authority on 
Lowell, I think the point he makes 
should be taken in a wider context. I 
have personally experienced this prob- 
lem in many of the colleges and univer- 
sities throughout the English-speaking 
world. But this deficiency in written and 
spoken English is not confined to 
Asians; the problem is prevalent among 
most students whose lingua franca is not 
English. 

To draw a parallel to Lowell, it is 
highly conspicuous that many of these 
students do excel, for example, in science 
and mathematics; and, as Schwartz inti- 
mated, "in areas that are associated 
with future wealth" — but that is a dif- 
ferent issue altogether, deserving of 
some comment along the lines of cul- 
tural values. 

One does, however, ponder on the 
admission requirements for those lack- 
ing basic competence in English — writ- 
ten or spoken. To suggest a double stan- 
dard and even practices of reverse dis- 
crimination is not bordering on the pre- 
posterous; indeed in the US, such prac- 
tices are justified on grounds of re- 
dressing past discrimination. 

It is expected of graduates from high 
schools, colleges or universities that 
they possess some level of written or 
spoken English irrespective of the back- 
ground of the student. What falls short 
of this criterion is a reflection of the fail- 
ure of the system to educate — or even 
the lowering of standards of a tertiary 
education. 





Diploma or degree holders from 
countries where English is the mother 
tongue should possess at least some 
command of the language. Lacking this 
ability will simply raise questions on the 
credibility of their former educational 
institutions. 


Hull, England -Felician W. Teo 


Spurious autonomy 

In your issue of 12 May Emily Lau re- 
marks that the terms of the draft Basic 
Law by no means makes “a high degree 
of autonomy” for Hongkong a cer- 
tainty. Does not. ole business 
make it indeed an impossibility? An 
















“autonomy” that . any way 
"granted" is bound to be spurious, Any- 
one who doubts ‘rather obvious 
proposition has only to consider if Tibet 
is more or less autonomous now than it 


wasbefore1950. | — 
Can we not say, furthermore, that 
anyone who really believes that Hong- 
kong's relations with Peking after 1997 
will be regulated on a basis of law rather 
than of power is plain daft? We could 
still charitably suppose that the Hong- 
kong Government officials and others 
who suggest otherwise are merely dis- 
honest. T : 
Hongkong 










P. H. M. Jones 


Spiritual rankings 

Your articles on Tibet continually refer 
to the Dalai Lama as being the highest 
spiritual leader. In fact, the Dalai 
(Buddha of Compassion Incarnate) is 
spiritually second in rank to the Pan- 
chen (Buddha of Infinite Wisdom Incar- 
nate), who was the tutor to the Dalai. It 
was the temporal status that ranked him 
above the Panchen. 


Lancaster, England Robert Han 


Cards of comfort 


Readers worried by the Singapore Gov- 
ernment's repressive actions might be 
interested in the idea of sending à post- 
card to those in custody. Set out below is 
the text of a card just mailed to Francis 
Seow, lawyer to some of those detained; 
and now detained himself. 


Mr Francis Seow 

clo Internal Security Department 
Detention Centre 

Whitley Road 

Singapore 


Dear Francis, 


For years, while we were in Paris, my | 
wife and I sent postcards to dissidents in 
the Soviet Union, just to let them know, 


and to remind their KGB persecutors, | 


that out in the free world they had friends 
that were concerned about them; It is 
with sorrow that I now feel ihe need to 
send similar messages to friends in Sin- 
gapore. I 
Hongkong 





David Pyott | 
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Focus on global investment b 


«Quality 
is the cornerstone 
of achievement» 





Healthy earnings performance in 1987 - Dividend maintained 


Commerzbank succeeded in post- 
~ ing impressive results in a difficult 

1987, which saw both the Bank's busi- 
ness volume and market share- dom- 
estic as well as international - grow, 
reflecting its inherent strength and 
resilience. Earnings for both the Parent 
Bank and the Group continued strong, 
but did not quite match their 1986 
record levels - largely due to adverse 
conditions in the securities markets. 
Commercial banking activities re- 
mained brisk, though. with aggregate 
lending expanding considerably, espe- 
cially at the longer end. 





Commerzbank Group Highlights 


DM billion 1987 1986 
Consolidated total assets 161.7 148.2 
Total lending 1090 1027 
Borrowed funds ^ 1535 1403 
Capidlandieiewes Si 49 
Net income (DM million) 423 408 





The Groups equity base was rein- 
forced yet again, and has now reached 
over DM 5 billion. Investments in staff 
and banking technology were once 
more stepped up. The years good 
results have enabled Commerzbank 
to maintain a dividend of DM 9 per 
DM 50 nominal share. 


In line with one of its major strate- 
gic goals for the 1980s, Commerzbank 
has further extended its international 
investment banking capacity. In Tokyo, 
Commerz Securities (Japan) Co. Ltd. 
was opened in mid-1987. In New York, 
Commerzbank Capital Markets Cor- 
poration started operations this March. 
Shortly before, the Geneva branch 
of the Bank's Zurich subsidiary, Com- 
merzbank (Switzerland) Ltd, was es- 
tablished. Another subsidiary, Com- 
merz International Capital Manage- 
ment GmbH, was formed in Frankfurt 
to provide multicurrency asset manage- 
ment services to international institu- 
tional investors. 

Also backed by its extensive Ger- 
man-based facilities and the securities- 
related activities of its London, Luxem- 
bourg and Singapore outlets, Com- 
merzbank is now well positioned to 


offer high-quality investment banking : 
services in the world's major markets. 

Figures for the early months of 
1988 point to another successful year, 
the results of which Commerzbank ex- 
pects to compare favorably with those 
achieved in 1987. 


For further information, please contact: 


Commerzbank AG, Hong Kong Branch, 21st floor 
3a Chater Road, Hong Kong Club Building 
G.PO.Box 11378, Hong Kong 

Telephone: 8 42 96-66, Telex: 66400 cbk hk hx 


Commerzbank AG, Tokyo Branch, Nippon Press 
Center Bldg. 2-2-1, Uchisaiwai-cho, Chiyoda-ku 
C.PO. Box No. 1727, Tokyo 100-91 

Telephone: (03) 502-43 71-75, Telex: 25971 cbktok 
Commerzbank (South East Asia) Ltd, Tower 40 
DBS Building, 6, Shenton Way, PO: Box 3314 

Post Office: Maxwell Road, Singapore 9053 
Telephone: 223 48 55, Telex: rs 27189 cbk sin 


Commerzbank delegate: Heinz-Ludwig Haake 
Korea International Merchant Bank 

7th floor, Nae Wei Building 6, 2-ka, Ulchi-ro 
Chung-ku, CPO. Box 53 65, Seoul 

Telephone: 7 78 9118, Telex: k 26370 kimbsl 





Commerzbank 


German knowhow in global finance 


Geneva, Hong Kong, Istanbul, Jakarta, Johannesburg, Londen, Los Angeles, Luxembourg, Madrid, Manama (Bahrain), Mexico City, Moscow; New York, Osaka, 


Paris, Rio de laneiro, Rotterdam, Sao Paulo, Singapore, Sydney, Tehran, Tokyo, Toronto. Zurich. 
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the Japanese invasion. Page 82. 


Page 18 
«|, Hanoi appeals to other governments 
| and relief organisations for emer- 
gency food assistance as 3 million 
. Vietnamese face hunger. 








Page 19 
Pressure grows in Hongkong to aban- 
don its policy of offering first-country 
| asylum to Vietnamese boat people. 


Page 26 

The US and South Korea will be dis- 
cussing sharing the cost of keeping 
US servicemen on the peninsula, with 
the US wanting more money and 
Seoul wanting a greater share of de- 
fence technology. 


Page 28 

The police tapping of a Japan Com- 
munist Party official's telephone re- 
veals inadequacies in the Japanese 
legal system's safeguards. 


Page 36 

“Thailand’s southern Muslim pro- 
vinces resist what they view as gov- 
ernment efforts to assimilate them 
into a Buddhist-dominated society. 


Page 40 
The move to make Islam the state reli- 





sition. 


Page 42 

The reputation of the Philippine legal 
. system suffers another blow with a 
special prosecutor's claim that the 

Supreme Court has acted improperly 

and hindered investigations into cor- 
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gion of Bangladesh meets with oppo- 
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apan’s giant store groups have found the rising afflu- 
ence of Asian consumers an irresistible bargain. As the 
region’s economies have boomed, Japanese department 
stores have set up shop in Hongkong, Singapore, Taipei 
and Bangkok. Armed with modern retailing methods and 
backed by a rising tide of Japanese tourists scouring the 
region in search of fashionable foreign goods, the giant re- 
tailers have captured a substantial share of each market. 
Local rivals have been forced to modernise in the face of 
the fierce competition. Industry correspondent Carl Gold- 
stein toured the region’s major cities to assess the impact of 


Cover illustration by Ricky Hui. 





Page 62 

As fear of rising interest rates and in- 
flation halts the advance of the 
world’s major stockmarkets, WHERE 
TO PUT YOUR MONEY looks at the lure of 
Canadian and Australian dollars, the 
buo, ant Swedish bourse and Asia's 
hotel stocks. 


Page 72 

China pays cash subsidies to urban 
dwellers in a bid to soften the impact 
of inflation as the state strives to 
scrap food-price controls. 


Page 74 

Malaysia’s Raleigh, a diversified trad- 
ing and manufacturing group, plans 
the country’s biggest rights issue in 
order to fund a string of acquisitions. 


Page 74 
Abill to limit the Philippines’ debt-ser- 
vice payments to 10% of export rev- 
enues may hurt the economy if banks 
retaliate by curbing concessionary 
lending. 


Page 76 


| Signs of a domestic price surge begin 


to worry the Japanese as inflationary 
pressures build up in several key in- 


| dustries. 


Page 81 
Neural networks, which, unlike con- 


ventional computers, can be trained | 
rather than programmed, attract the | 


interest of Japanese researchers. 
Page 88 


| The difficulties of Australian financier | 
Robert Holmes à Court are likely to | 


compound the misfortunes of Stan- 
dard Chartered, already reeling under 
heavy losses. 


Page 96 


A massive influx of fortune-seekers | 
and land-grabbers creates chaos on | 
China's Hainan island, recently de- | 


clared a province with special eco- 
nomic zone status. 
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Japanese traders held 
over sales to China 
Tokyo police on 17 May ar- 
rested three officials of two Ja- 
panese trading companies on 
suspicion of promoting illegal 
exports to China of precision 
instruments, which are re- 
stricted under the rules of the 
Coordinating Committee for 
Export Control (Cocom), an 
international committee that 
controls Western hi-tech ex- 
ports to socialist countries. 

Earlier in May, the Kyodo 
news service reported that 
China had asked Japan to use 
its influence to abolish Cocom. 
The request was made at a 6 
May meeting between China’s 
Minister of Foreign Economic 
Relations and Trade Tuobin 
and Japan's Minister for Inter- 
national Trade and Industry 
Hajime Tamura. 

— A Correspondent 


BBC accused of paying 
communist insurgents 

The British Broadcasting 
Corp. (BBC) has rejected the 
accusation by Region Five 
(Southern Luzon) Philippine 
Constabulary chief Brig.-Gen. 
Eduardo Taduran that com- 
munist New People’s Army 
(NPA) guerillas may have re- 
ceived payment from the BBC 
to ambush an army patrol on 27 
February. 

Taduran’s 14 May remarks 
followed Defence Secretary 
Fidel Ramos’ charge that “a 
well-known European TV” or- 
ganisation had offered money 
to film an insurgent attack. On 
17 May, Foreign Secretary 
Raul Manglapus voiced scepti- 
cism about the claim, while the 
BBC said its last TV crew had 
left in November 1987. 

— James Clad 


Soviet troops begin to 
withdraw from Afghanistan 
As Soviet troops began their 
phased withdrawal from Af- 
ghanistan on 15 May, the army 
of the local communist regime 
also started pulling back 20-40 
km from the country’s border 
with Pakistan, in what Kabul 
said was a step to allow the un- 
hindered return of refugees. 
Other observers saw it as a bid 
to shorten the local troops’ 
lines of communication follow- 
ing the Soviet pull-out. 

Kabul has said it will defend 
its two key military bases at 
Jalalabad and Kandhar on the 





Pakistan border, which are ex- 
pected to be the initial targets 
of the rebel mujahideen drive 
to Kabul. New Delhi, which 
has close ties with Kabul and 
does not wish to contribute to 
uncertainty over the regime's 
future, has denied reports of 
the closure of its consulates in 
the two towns but has with- 
drawn Indian staff. 

— Salamat Ali 


Vanuatu gets foreign help 
after riots in Port Vila 
Australia and New Zealand 
acted within hours to a request 
by Vanuatu Prime Minister 
Walter Lini for riot control 
equipment — but no troops — 
to help restore order in Port 
Vila after riots on 16 May in 
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| Lini: land rights challenge. 





which one man was killed, 
shops were damaged and 
looted, and the New Zealand 
High Commission was stoned. 
The Minister of Immigration 
and Tourism Barak Sope has 
been accused of using an emo- 
tive land rights issue to de- 
stabilise Lini’s leadership. 
Some of Sope’s supporters in 
the Pacific island state are 
known to have received 
paramilitary training in Libya. 

— Michael Malik 


France seeks dialogue 
with Kanak separatists 
French President Frangois Mit- 
terrand and his new Social- 
ist prime minister, Michel 
Rochard, have appointed a six- 
man mission to report on New 
Caledonia and re-establish 
dialogue between the indigen- 
ous Kanaks, who are seeking 
independence for the Pacific 
territory, and French settlers. 
The mission is led by senior 
civil servant Christian Blanc, 
who was involved in drafting 
the Socialist "independence in 
association with France" plan 
which was later scrapped by the 
conservative Jacques Chirac 
government.  — Michael Field 
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EC, Jakarta agree on 

cassette-tape piracy 

From 1 June, European 
songwriters will be protected 
against copyright piracy in In- 
donesia. Indonesia and the EC 
exchanged letters in Brussels 
on 25 April giving reciprocal 
protection for sound record- 
ings. Those who violate the 
1987 Indonesia Copyrights 
Law may face up to seven years 
in jail and/or a US$60,000 fine. 
The Indonesia Recorders As- 
sociation has asked the govern- 
ment to suspend the agreement 


for six months so it can clear its | 


stock of some 3 million casset- 
tes, valued at around US$3 mil- 
lion. — ACorrespondent 


South Korea to cut 
taxes on gold imports 
South Korea’s Economic Plan- 
ning Board said that tariffs and 
special taxes on gold imports 
will be cut on 1 July in an effort 
to reduce the current-account 
surplus. The new rates, how- 
ever, have not yet been 
finalised. Tariffs and taxes 
push up the price of legally im- 
ported gold to about US$950 
an OZ, or twice the world mar- 
ket price. Smuggled gold, 
which accounted for about half 
of the country's 50 million 
tonnes of imports in 1987, 
sells for US$600 an oz. 

— Mark Clifford 


Hyundai is No. 1 in 
US import-car sales 
South Korea's Hyundai Excel 
car continued to hold its lead in 
the US import market during 
January-April, data from the 
industry show. The Excel was 
also the best-selling import for 
all of 1987. During the first four 
months, it had sales of 96,183 
units, with a Toyota pick-up 
truck in second place. Japan- 
ese models also took the re- 
maining eight spots. 

— A Correspondent 


Second Wormald audit 
shows a wider loss 

A second audit of Wormald In- 
ternational's half-year (to De- 
cember) results asked for by 
the Australian National Com- 
panies and Securities Commis- 
sion shows that the company 
recorded a loss of A$255.9 mil- 
lion (US$198.4 million) 
compared with the previous 
figure of A$54.8 million. This 


was mostly the result of write- * 


downs and write-offs in the 
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value of assets obtained from 
the September takeover of 
Malaysian businessman Lee 
Ming Tee's Sunshine Australia 
for A$240 million. The new 
audit, by accountants Arthur 
Young, reassessed the value of 
the. Wormald shares acquired 
from Sunshine at A$2.50 a 
share vs the A$3.75 paid. 

— Michael Malik 


Second joint-venture 
bank planned for China 


China is to form a second joint- 
venture bank with foreign in- 
stitutions, the China Daily re- 
ported. The bank — like the 
first, in the Xiamen Special 
Economic Zone — will be call- 
ed the International Bank for 
Agricultural Development. 
The 30-year venture will have 
an authorised capital of about 
US$60 million. The Agricul- 
tural Bank of China will join 
five foreign banks — the Deve- 
lopment Bank of Singapore, 
International Financial Corp. 
of the World Bank, Deutsche 
| Genossenchaftsbank of West 
Germany, the Radobank of the 
Netherlands and Japan's Yasuda 
Trust and Banking Corp. 

— Elizabeth Cheng 


First closed-end fund 

listed in Taipei 

Taiwan's first closed-end 
mutual fund was listed on the 
Taiwan Stock Exchange on 12 
May, opening at NT$12.98 (45 
US cents), nearly 30% over its 
face value. The Kwang Hua 
Growth Fund is the first of four 
funds that will be listed on the 
market. The others are man- 
aged by National Investment 
Trust Co., China Securities In- 
vestment Trust Co. and Inter- 
national Investment Trust Co. 
The funds are the only securi- 
ty that foreigners with resi- 








dent status may buy on 
the local market. 

| — Jonathan Moore 
Japan’s Yasuda Trust 
buys into Seoul bank 


Yasuda Trust and Banking 
Corp., Japan’s fourth-largest 
such institution, has agreed to 
buy a 35% share in. Asian 
Banking Corp., a South Ko- 
rean merchant bank, for 
about €3 billion (US$24.1 mil- 
lion). Yasuda officials say it is 
the first time a Japanese finan- 
cial institution has acquired 
more than 10% in a South Ko- 
rean bank. The link-up is 
meant to provide better service 
to Japanese companies wishing 
toinvestin South Korea. 

— Nigel Holloway 
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-DAMHALTED 


. Recent intelligence reports show the 
-North Koreans appear to have halted 
-. work on the Kumgang Dam, which 

South Korea fears may be designed to 
| unleash a tidal wave down the Han 
River and possibly cause major 
flooding during the September 
Olympic Games. The South, 
however, is well on its way towards 
completing the first stage of a huge 
counter-dam. 


WATCHFUL HAWKS 


A nine-man South Korean Air Force 
team is returning to the US to re- 
evaluate the General Dynamics F16 
and the McDonnell Douglas F/A18A 
for its frontline fighter programme, 
just two years after making a similar 
Study of the two aircraft. This time, 
however, the South Koreans will be 

| spending a week looking at the 

| operations of Canadian Air Force 
F18s before making a final choice. 
The re-evaluation may be prompted 
by a new national assembly now 
heavy with opposition politicians who 
could feel inclined to look at defence 
purchases more closely. 


DISAPPEARING LAWYER 

A Hongkong lawyer who worked for 
the British law firm Simmons and 
Simmons has recently left his job and 
disappeared from the territory. 
Apparently a few months ago, the 





lawyer was involved in an incident at 
the firm in which about HK$500,000 
(US$64,102) was found to have gone 
missing from clients' accounts. The 
money was later repaid. The firm 
reported the case to the police and to 
the Hongkong Law Society, which is 
holding its own investigation. The 
police investigation was initially 
hampered because Simmons and 

| Simmons refused to hand over the 

| relevant files claiming client 
confidentiality. The police are 
seeking legal advice on obtaining a 
warrant to seize files, but in the 

| meantime the Law Society has 
instructed the firm to cooperate. 


| THATCHER TRIP 


| A first meeting 
between British 
Prime Minister 
Margaret 
Thatcher and 
Philippine 
President 
Corazon Aquino 
later this year is 
a growing 
possibility. 
British Foreign 
Office officials are now firming up an 
Asian tour for Thatcher. A visit by 
Thatcher to Bangkok is seen by Thai 
officials as long overdue, given that in 
1985 she toured neighbouring 
Malaysia, Singapore and Indonesia. 
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| over Japanese penetration of US 





Now, apart from righting Anglo-Thai 
relations, British officials are working 
on a stopover for the “Iron Lady” in 
Manila. 


BANKERS’ BONDS - 
The US Federal Rese 





dealers of US Gov: ent securities. 
Their application en held up 
while the Fed looked into the capital 
adequacy ofeachacquiring — 
institution, but the go-ahead is likely 

' controversy 








to add new fuel to th 







financial markets. US Congress 
is threatening sanctions if US 
institutions are not given reciprocal 
treatment in Japan's bond market, 


but the measures only apply to 
Japanese securities firms. 


MINISTER'S ANSWER 

When British Foreign Secretary Sir 
Geoffrey Howe visits the Philippines 
from 27-29 May, his meeting with 
President Corazon Aquino and ` 
Foreign Affairs Secretary Raul: 
Manglapus is expected to make clear 
the British attitude to a proposed 
multilateral aid consortium for the 
Philippines. Among European 
countries the US approached about 
theidea, only West Germany has been 
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AFGHANISTAN 
The first of the Soviet troops began their 
withdrawal from Afghanistan (15 May). 


INDIA 

Paramilitary police fought a gun battle 
with Sikh separatists barricaded inside the 
Golden Temple, killing three people, wit- 
nesses said (/7 May). Police arrested Sikh 
chief priest Jasbir Singh Rode when he in- 
sisted on going to the Golden Temple (12 
May). A wanted Sikh miltant with a price on 
his head committed suicide by taking a 
| cyanide pill shortly after surrenderíng to sec- 
urity forces ringing the Golden Temple (/5 
May). 


JAPAN 

Director-general of the National Land 
Agency, Seisuke Okuno, submitted his 
- resignation to Prime Minister Noboru 
Takeshita three weeks after his remark that 
Japan was not an aggressor in World War II 
drew condemnation from China, and North 

. and South Korea (73 May). 


NEW CALEDONIA 

A riot policeman was shot and wounded 
by.a lone gunman near Noumea, it was re- 
ported (14 May). 





| PACIFIC 

The first French nuclear test of the year in 
the South Pacific was reported by New Zea- 
land Government scientists (12 May). A dem- 
onstrator was run over by a lorry during a 
| riot involving traditional landowners in Port 
| Vila, the capital of Vanuatu (76 May). 


PAKISTAN 

Prime Minister Mohammad Khan Junejo 
named five new ministers in a cabinet reshuf- 
fle, raising the strength of his cabinet to 21 
(15 May). 


PHILIPPINES 

A Philippine military court convicted 107 
soldiers of taking part in a coup attempt 
| against President Corazon Aquino in Janu- 
ary 1987, the military prosecutor said (/7 
May). 


SINGAPORE 

The High Court ordered an opposition 
leader, Seow Khee Leng, of the Singapore 
United Front, to pay $$500,000 (US$249,376) 
to Prime Minister Lee Kuan Yew and 
14 cabinet ministers for defamatory re- 
marks made at a party election rally in 1984 
| 16 May). Thirty-six Japanese politicians 
i sent a letter to Lee urging the early release of 











enthusiastic. " 


eight dissidents re-arrested on charges of de- 
stabilising the government (77 May): 


SOUTH KOREA 

A student stabbed himself and jumped 
from a four-storey building during an anti- 
government protest at a Catholic church in 
central Seoul; he died shortly after (15 May). 
Hundreds of students threw firebombs and |- 
stones at riot police during a clash after their |. 
colleague's suicide (16 May). Violent pro- 
tests erupted at dozens of universities as sti- ` 
dents calling for the “execution” of President 
Roh Tae Woo prepared to comemmorate 
the 1980 Kwangju uprising (/7 May). 


SRI LANKA 

The Marxist Janatha Vimukhti Peramuna | 
group shot dead two policemen after killing a 
ruling party candidate (75 May). 


TAIWAN 

A Chinese civilian airliner on a scheduled 
flight from Xiamen to Canton was hijacked 
by two armed men to Taiwan and landed. 
in a military airfield in central Taiwan. 
A Taiwanese gangster was sentenced to at 
least 27 years’ imprisonment in a US court. 
for a Canes Amene i writer Henry 
Liu in 1984 (12 May). : | 
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[REGIONAL AFFAIRS 


Hanoi runs short of rice and ideas 


The grim reaper 


By Murray Hiebert in Bangkok 

M ieinamese officials, reporting that 
more than 3 million people in 12 

northern provinces are living "at the 

edge of starvation" after three years of 


crop failure, have appealed to interna- | 
tional organisations and foreign coun- | 


tries for 108,000 tonnes of emergency- 
food assistance. 

Three deputy premiers who were 
once responsible for food production 
and foreign trade lost their titles on 10 
May, prompting some observers to 
speculate that they may have been 
blamed for Vietnam's falling food pro- 
duction and its failure to import food on 
time to prevent the present crisis. 

In a report to the UN's World Food 


Programme (WFP) on 2 May, Deputy 


Foreign Minister Dinh Nho 





in 1979, Chinh also lost his job as chair- 
man of the state inspection commission, 
the radio announcement said. 

The other deputy premier to lose his 
title was Doan Duy Thanh, who re- 
mains minister of external economic 
cooperation. In this position, Thanh is 
responsible for foreign trade and for at- 
tracting foreign capital in response to 
the country’s new foreign-investment 
code. Thanh comes from Hai hong, 


which along with Ho Chi Minh City, has | 


taken the lead in introducing capitalist- 
style reforms to stimulate Vietnam’s 
moribund economy. 

The sackings came a month before 
the country’s national assembly is 
scheduled to meet to select a new pre- 





of 1,000%. For the months of March 
and April alone, the black-market value 
of the Dong slid from Dong 1,300:US$1 
to Dong 3,000. 

Most diplomats in Hanoi still believe 
acting Premier Vo Van Kiet, an eco- 
nomic reformer from the south and 
chairman of the state planning commis- 
sion until April, will be elected premier. 
But some analysts speculate that his 
image may suffer as a result of the cur- 
rent food crisis. "Kiet is ultimately re- 
sponsible for the mess," an analyst said, 
adding: “As head of planning, he failed 
to get enough fertiliser and rice seed. 
He didn't move enough grain and did 
nothing about prices." 

Observers are puzzled as to why the 





Liem said nearly 8 million 
people in northern Vietnam 
will be "seriously short of 
food" until the next harvest in 
June. Rice prices in Hanoi, 
which had increased 10-fold 
last year, jumped in May to 
Dong 1,000/kg (US$3 at the 
Official rate, or 33 US cents 
on the black market) from 
Dong 600/kg in early March. 
Recent visitors report seeing 
more beggars and people 
sleeping on the streets of the 
capital than a year ago. 
Government employees, 
who make up a large percen- 
tage of the capital's popula- 
tion, have not received their 
monthly rice ration since 
February. A recent visitor to 
Hanoi described the atmo- 
sphere in Hanoi as "tense" 
and said people are openly 









Vietnamese Communist 
Party and government lead- 
ers do not seem to be re- 
sponding well in confronting 
the economic crisis. The 
party central committee, 
which met three times in 1987 
to discuss economic reforms, 
has not yet had a plenary 
session this year. “Nobody 
seems to be taking charge 
and nothing seems to be 
happening,” an analyst said. 
“There are no energetic go- 
getters,” 


n April, however, Deputy 

Agriculture Minister Chu 
Manh reported to interna- 
tional organisations and for- 
eign embassies in Hanoi that 
the country faced a deficit of 
1.5 million tonnes of grain in 
meeting the basic needs of 
Vietnam’s nearly 65 million 
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grumbling that the govern- 
ment has failed to tackle the growing 
food crisis and the country's raging in- 
flation. 

Hanoi Radio, which announced the 
sackings of the three deputy premiers, 
gave no reasons for the move. The an- 
nouncement said only that Nguyen 
Ngoc Triu, who was agriculture minister 
until February 1987 when he was re- 
placed by Nguyen Cong Tan, and 
Nguyen Van Chinh, who was replaced 
as food minister by Tan — also in Feb- 
ruary 1987 — were given new assign- 
ments. 

Triu had presided over the Agricul- 
ture Ministry when agricultural reforms 
were introduced in 1981, which in- 
creased grain output to 18 million ton- 
nes by 1985, up from 13 million tonnes 


Failing rice crops puts pressure on the government. 





mier to replace Pham Hung, who died in 
March. Hung was working in the south 
to obtain rice for shipment north when 
he suffered a heart attack. Some obser- 
vers believe the national assembly, 
whose members have become more out- 
spoken in recent years, will have harsh 
words for the council of ministers, 
which is presiding over the country's 
worst economic crisis since 1979 when 
the economy nearly collapsed. 
Vietnam's economic problems wor- 
sened in March when the State Bank in- 
troduced new Dong 1,000, 2,000 and 
5,000 notes. The move, taken before 
agreement had been reached in the 
council of ministers, created panic and 
fuelled inflation, which was already esti- 
mated to be approaching an annual rate 











people. 

"People in several districts have had 
to eat vegetables and rice gruel instead 
of their regular main meals of cooked 
rice," the official party daily Nhan Dan 
said of people living in the northern pro- 


| vince of Nghe Tinh. In Haiphong, the 


northern port city, “some families had 
to consume rice seed . . . to fight off 
hunger," Hanoi Radio said in a recent 
broadcast. 

Hanoi has introduced emergency 
measures to prevent starvation. It has 
cut rice rations, called on farmers to 
plant fast-growing vegetables and pur- 
chased rice in the south for distribution 
in the north. 

Government efforts to ship 500,000 
tonnes of southern rice north has faced 
several problems. Two ships, each carry- 
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ing 10,000 tonnes of rice, sank off the 
coast when they hit rocks en route 
north. Southern agronomists say farm- 
ers are hoarding rice, refusing to sell 


large quantities to the government be- 


cause it is unwilling to pay higher free- 
market prices. 

Hanoi Radio said in mid-May that 
Hau Giang province, one of the most 
fertile provinces in the Mekong Delta, 
had procured only 112,000 tonnes of 
rice from its last two crops of late 1987 
and early this year. The radio said the 
province met less than half its 240,000- 
tonne target because of inflation and 
“disturbances caused by speculators.” 

Last year’s crop failure in Vietnam 
was caused by drought in the fertile 
northern and southern river deltas, six 
typhoons and a variety of insects. Grain 
output dropped to 17.6 million tonnes, 
down from 18.4 million tonnes in 1986. 

The current rice crop is also 


threatened. In its appeal for aid, Hanoi | 


‘Worn out welcome 


Legco pressure to abandon first-asylum policy - 


reported that 80% of the north's first 
crop this year, which will be harvested 
in June, has been affected by unseason- 


ably cold weather, a lack of sunshine 


and insects. Officials estimate that the 
north will fall at least 700,000 tonnes 
short of its 3.4 million-tonne target. 
Natural disasters, shortages of fer- 
tiliser and pesticides and poor farm 


‘prices have caused food production in 


ietnam to stagnate at around 18 mil- 
lion tonnes for the past three years. This 
has resulted in a drop in per capita food 
availability. The country's population is 
growing at more than 2%, or by about 1 
million persons a year. 

UN officials say WFP is expected to 
ship 65,000 tonnes of food to Vietnam in 
response to the emergency. It is also be- 
lieved the Soviet Union has ordered 
60,000 tonnes of rice for Vietnam. 
France and Australia are also expected 
to provide some food aid, but most 
Western-allied countries are not likely 
to respond because of a US-led policy to 
isolate Hanoi economically, as well as 
politically, until it ends its nine-year oc- 
cupation of Cambodia. 

Some refugee-aid groups fear that 
Vietnam's deteriorating economy could 
result in increased numbers of boat 
people fleeing Vietnam. Since 1 fanu- 
ary, nearly 4,000 Vietnamese refugees 
have. arrived in Hongkong, up from 
around 500 during the same period last 
year, but so far few are citing food short- 
ages or economic problems as their 
reasons for fleeing. However, Vietnam- 
ese refugees are well aware that if they 
give economic, rather than political, 
reasons for their departure from Viet- 
nam, they are less likely to be granted 
resettlement in a third country. 

Relief workers in Thailand report 
that most boat people here say they flee 


|] discrimination in Vietnam because they 


or family members had spent time in re- 
education camps for officials of the de- 
feated South Vietnamese government 
or because they are ethnic Chinese. 





REFUGEES 


By Emily Lau in Hongkong 


T: Hongkong Government is con- 
sidering abandoning its policy of 
being a country of first asylum for Viet- 
namese refugees, and classifying future 
arrivals as illegal immigrants to be re- 
patriated “as and when conditions per- 
mit.” As a last resort, it may even force 
refugee boats back to sea. 

The pressure for change in the policy 
is being exerted by some members of 
the Legislative Council (Legco, the law- 
making advisory body), who feel that 
Hongkong’s humanitarian first-asylum 
policy has not been matched by resettle- 
ment in third countries. There are more 
than 12,400 refugees in the territory and 
so far this year fewer than 1,000 have 
been resettled elsewhere. 

The suggestion that boat people ar- 
riving after a certain date be classified as 
illegal immigrants is being explored and 
may be presented to the British Foreign 
Secretary Sir Geoffrey Howe when he 
arrives in Hongkong on 29 May. Under 
this plan the boat people would be de- 
tained in “special closed centres” pend- 
ing repatriation. 

The Governor Sir David Wilson and 
Legco members have publicly said 
Hongkong will not push refugee boats 


members by the Legco ad hoc group on 
refugees, which is headed by govern- 
ment-appointed member Rita Fan, did 
not rule out the possibility. It merely 
| said that turning away boat people was 
| “too drastic [a] measure to be accepted 
| 
| 
| 


i 
i 





at the present moment before exhaust- 
ing other possibilities." 
The government has already 
| acknowledged, in a briefing paper to 
i 


Legco members, that first-asylum as 
well as resettlement countries recognise 





| 
| 
| 
| 
| 
| 
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that a large proportion of boat people 
are economic migrants and not re- 
fugees. For this reason resettlement 
countries were increasingly unwilling to 
accept them and in 1987, there were 
3,395 arrivals in Hongkong but only 
2,212 refugees were resettled. 

The paper concluded that it was time 
for new measures to be considered, that 
options were “limited” but that they 


needed to be tough enough to deter . 
further arrivals yet stay within interna- 
| tionally accepted norms. a 

In a separate confidential briefing . 
paper for Legco last month, the govern- | 


ment said the British Government had 
in the past six months discussed with re- 
settlement countries and the United Na- 
tions High Commissioner for Refugees 
the possibility of arranging aid for 
Vietnam in exchange for Hanoi's co- 
operation in controlling disorderly 
departure, promoting orderly depar- 
ture and accepting the return of eco- 
nomic migrants. 

The government said repatriation 
was becoming more acceptable to West- 
ern countries but that they were reluc- 
tant to give Vietnam aid as long as it still 


| occupied Cambodia. 
back to sea, but a report sent to Legco | 


Fan and her colleagues maintain that 
the refugees impose a strain on Hong- 


| kong's financial resources. Since 1979 


Hongkong has spent about HK$100 mil- 
lion (US$17 million) a year on running 
the refugee camps. This, however, is a 
small amount when compared with the 
Social Welfare Department's 1988-89 
estimated expenditure of HK33.5 bil- 
lion and the HK$2 billion used to bail 
out banks and speculators after last Oc- 
tober's futures market crash. Voluntary 
agencies have spent more than HK$85 
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million on providing services for the ref- 
ugees since 1979 and the UNHCR more 
than HK$350 million. 

.The influx of more than 3,700 ref- 
ugees so far this year, while only 971 
have been resettled, has fuelled Fan’s 
arguments, She has warned that the re- 
ported famine in Vietnam and the wor- 
sening economic conditions there could 
presage a flood of up to 2-3,000 arrivals 
a month and that a policy change is 
needed as a deterrent. 

She received a measure of public 


support in April from a poll carried out | 


by Market Decision Research — com- 

missioned by The South China Morning 

Post and The Hongkong Economic 

Journal — in which 69% of the people 

poled said they did not want refugees to 
e allowed to land in the territory. 

In the past few months, Fan has writ- 
ten twice to Lord Glenarthur, the For- 
eign Office minister with special respon- 
sibility for Hongkong, urging the British 
Government to allow Hongkong to for- 
mulate its own refugee policy. As an in- 
ternational problem, the refugee issue is 
handled as part of Britain’s foreign pol- 
icy and is therefore outside the jurisdic- 
tion of the colonial administration. 


Lee members, especially appointed 
ones, are viewed as often acting 
at the behest of the government, and 
Fan’s initiative has been described as an 
attempt by the British and Hongkong 
overnments to use “pressure” from 
ongkong Chinese Legco members as 
an excuse to alter its refugee policy. 
There is also reason to suspect that Bri- 
tain may want to solve the problem be- 
fore 1997 in case it is forced to take in 
the refugees or have them repatriated. 

Fan’s thinking is certainly in line with 
that of Nigel French of the govern- 
ment’s Security Branch, who was re- 
cently promoted as refugee coor- 
dinator. He said that Hongkong had 
borne a disproportionate share of the 
burden of the refugees’ upkeep under 
the 1979 Geneva Conference agree- 
ment. 

Half of the 5.6 million people in 
Hongkong were once economic or poli- 
tical refugees from the mainland, in- 
cluding, as newspaper columnists have 

ointed out, Fan, who came with her 
amily to Hongkong from Shanghai 
shortly before the communists took 
over China in 1949, 

With the approach of 1997, when 
Britain will hand Hongkong back to 
China, many local people are moving 
again, this time emigrating to Western 
countries. In Canada, one of the favour- 
ite destinations of the wealthy, they are 
sometimes called “yacht bue The 
government estimate of emigration 
from Hongkong for 1987 is 27,000, up 
from 13,500 in 1986, and no one can rule 
out the possibility that after 1997 some 
of the less well-off Hongkong people 
may well become refugees in the more 
conventional sense. ü 





4 


SINGAPORE 


Flea in Lion City’s ear 


Public feelings whipped up over foreign interference 


By Hamish McDonald 
Following the reprisal expulsion of 

a Singapore diplomat from Wash- 
ington after a US diplomat was expelled 
from Singapore, Singaporean leaders 
are continuing to whip up local feelings 
over alleged political interference by 
foreigners. Trade and Industry Minister 
Lee Hsien Loong said on 15 May a full 
statement would be published “in a 
couple of weeks” on links between the 
expelled US official and detained 
lawyer Francis Seow. 

Seow, a former solicitor-general and 
president of Singapore’s Law Society, 
was arrested on 6 May under the Inter- 
nal Security Act (ISA) which allows for 
detention without trial. He has been al- 
lowed no visits by family or lawyers. 
Fears have been expressed about his 
health under what the government calls 


“psychological pressure” during inter- | 


rogation. Seow, 59, is a diabetic and has 
a heart ailment. 

Trade Minister Lee, who is the eldest 
son of Prime Minister Lee Kuan Yew, 
told a meeting of the ruling People’s Ac- 
tion Party (PAP) youth wing that not 
only leaders but ordinary Singaporeans 
should show foreign critics “we are not 
pushable.” 

Government ministers have said the 
ISA will be an issue at forthcoming gen- 
eral elections. In the interim, an opinion 
poll conducted for the pro-government 
The Straits Times showed only about one 
in five Singaporeans believed claims by 
ex-detainees that they had been ill-treated 
in detention and were not Marxists. 

However, 7596 of those aware of the 
issue wanted a commission of inquiry 
into the allegations. The government 
had originally pledged an inquiry, but 
dropped the idea after the ex-detainees 
were rearrested under the ISA and 
signed statutory declarations in which, 
the government said, they withdrew the 
complaints. 

The government and PAP leader- 
ship have, meanwhile, won cases in two 
separate court actions that had a politi- 
cal bearing. High Court Justice T. S. 
Sinnathuray on 16 May dismissed an ap- 
plication by Dow Jones Publishing Co. 
(Asia), owners of The Asian Wall Street 


Journal (AWSJ), seeking to have de- | 


clared invalid a government order in 
February 1987 restricting the AWSJ's 
Singapore circulation from 5,000 to 400 
copies a day. 

The case was the first, and so far 
only, legal challenge to the use of the 
1986 amendment to the Newspaper and 
Printing Presses Act, which allows the 
government to limit sales of foreign 
publications deemed to have engaged in 
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| Lee: ‘we are not pushable.' 





local politics. The law has also been 
used against Time, Asiaweek and the 
REVIEW. Time's circulation has since 
been restored. The REVIEW has de- 
clined to circulate in Singapore unless it 


| can service all its readers. The govern- 


ment has permitted a trade union to 
produce a pirate version of the REVIEW 
but this is not widely available. 

The AWSJ’s counsel, London QC 
Louis Blom-Cooper, argued on several 
grounds, among them that the AWSI's 
refusal to print unamended an official 
reply to an article on the setting up of a 
second stock exchange could not be call- 
ed engagement in politics. But after a 
three-day hearing, Justice Sinnathuray 














accepted the argument of Singapore At- 
torney-General Tan Boon Teik that the 
law gave Communications and Informa- 
tion Minister Yeo Ning Hong broad dis- 
cretion on what constituted political en- 
gagement. Dow Jones said it would go 
to the three-justice bench of the Court 
of Appeal. 

In the other case, High Court Justice 
F. A. Chua ordered record damages of 
$$500,000 (US$249,376) against an un- 
successful opposition candidate in the 
December 1984 elections, Seow Khee 
Leng, in defamation actions brought 
by Prime Minister Lee and 13 cabinet 
ministers. In a statement to the court, 
Seow admitted making unfounded and 
"disgraceful" allegations about corrup- 
tion in the ruling party during a cam- 
paign speech. Seow did not decide im- 
mediately whether to appeal. Lee's 
lawyer said the damages, which will be 
augmented by 8% interest from the 
time of the statement, would be given to 
charity. 
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Move in the right circle 


In Hong Kong, the company one keeps depends 
on the circle in which one moves. 
A case in point is Hongkong Land. 

Our Core Central portfolio of buildings is unmatched 
in terms of quality, location and prestige. 
And all are within minutes of each other via 
our unique network of footbridges. 
Rub shoulders with some of the best. 
Let Hongkong Land move you into the right circle. 


Please call Jonathan Petit or Christopher Chan 
at Hongkong Land tel: 5-8428288, or telex: HX 75102 
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It pays to address yourself properly 
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The unforgettable experience 
of precise ride and handling. 





Imagine this. A car that is smoothly, silently, effortlessly 
powerful. Dynamic, alert, so electronically intelligent, it is 
almost aware. Sensitive, civilized, surging forward at your 
whim, yet always under perfect control. ne 

Now imagine a sense of quiet | , relaxed yet fresh. 
Underneath it all, a deep pleasure blended of confidence 
and contentment, spiced with excitement. Imagine this, 
and you have just imagined the unforgettable experience 
of handling a Mercedes-Benz at full stretch. - 


A balance of safety and comfort. vd 
A soft suspension is more comfortable, but a firm one 
is safer. To answer this old conundrum, Mercedes-Benz has 
E brilliant suspension systems that give you the 
est of both worlds in balanced perfection. 


Roadholding is further enhanced by rigorous aero- 
dynamic refinement that cuts wind resistance to laughably 
low levels and harnesses the power of the airstream to 
press the wheels even more firmly against the road. 


The result is a car that glides rather than rides, blending 
comfort, safety and cornering ability in a manner that is 
unmatched in the automotive world. 


Pinpoint control. 

The pinpoint accuracy and finger-tip ease of the 
Mercedes-Benz steering system are such that you are barely 
aware of manoeuvring the car: it just seems to go in the | 
direction you're looking. In fact, one reviewer described it 
as being “directly connected to the optic nerve” 


Imagine this: A car that feels like an extension of your 
will; high driving performance, high-precision handling, 
and high standards of refinement. Then test-drive a 
Mercedes-Benz and make the unforgettable experience 
a reality. 





MERCEDES-BENZ 


The unforgettable experience. 






















































Justa few of our business centers. 
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You never know where business will take you. But if it's 
anywhere in America, you'll always know exactly how to 
get there. 

Just fly United. Because United serves more of the U.S. 
than any other airline. 

It all starts with convenient service to the States from 13 
cities in Asia and the Pacific. Including nonstop flights from 


Tokyo, Osaka, Seoul, Hong Kong, Sydney and Auckland. uN a ey AND INFORMATION 
e TOKYO (03) 817-4411 € OSAKA (06) 271-5951 € NAGOYA (052) 571-5488 
The next time you travel to America, fly with the airline e SEOUL (02) 757-1691 € BEIJING (01) 5128888 e SHANGHAI (021) 553333 
whose gateways and hub cities lead to business centers both — « HONG KONG (05) 810-4888 e TAIPEI (02) 735-8868 e MANILA (02) 818-5421/25 
large and small. * SINGAPORE 220-0711 e BANGKOK (02) 253-0558 
: i . € KUALA LUMPUR (03) 2611433 € JAKARTA (021) 361707 
Call your travel agent or United. And fly the friendly skies. — e AUCKLAND (9) 793-800 e SYDNEY (2) 233-1111 ® MELBOURNE (3) 602-2544 
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A mixed marriage 


| The PBS-Gerakan alliance is a step towards multiracialism 


By Suhaini Aznam in Kuala Lumpur 


Maxsi politics has always been 
communal. Groups which have as- 
pired to represent more than one of the 
country’s various racial groups have 
often fallen by the wayside. Yet, as the 
political system evolves, politicians here 
are coming to realise that it is only a 
matter of time before multiracial poli- 
tics replace communal-based platforms. 
The question now is when will the trans- 
formation begin to take place. 

Perhaps having learned from his- 
tory, the planned “confederation” of 
the Parti Bersatu Sabah (PBS), Sabah’s 
ruling party, which primarily comprises 
ethnic Kadazan Roman Catholics, and 
the Peninsular Malaysia’s predomi- 
-nantly Chinese Gerakan Party, is some- 
"thing of an innovation in that it is en- 
visioned as a loose alliance, not a 
merger. The confederation, which 
could become a reality by the end of the 
year, is to be a first step towards multi- 


racial representation, but without either | 


component giving up its separate iden- 
tity. Its founders hope that the proposed 
grouping will appeal to those who 
“think Malaysian.” 

The idea grew out of a rapport estab- 
lished between the PBS and Gerakan in 
1985 — the first year of PBS rule in 
Sabah. The PBS was then, in the federal 
context, an opposition party. It did not 
belong to the Duns National Front 
coalition, and the Malay-Muslim-domi- 
nated federal government, which had 
supported the PBS' rival in state elec- 
tions, was cool towards the fledgling 
non ethnic-Malay, non-Muslim party. 

The PBS, its rule in Sabah under 
court challenge by the ousted Berjaya 
Party (itself a National Front member), 
was forced to hold a second round of 
elections in May 1986 to confirm its 
newly won mandate. Just before the 
polls, Gerakan lent the PBS a helping 
hand by delivering a PBS Rips. for 
National Front membership to Prime 
Minister Datuk Seri Mahathir Mo- 
hamad. The PBS won the second 
round of Sabah elections and was later 
admitted to the National Front. 

Further contacts between the PBS 
and Gerakan drew them closer together 
as they discovered common political 
ground. In early 1987 their leaders — 
the PBS' Datuk Joseph Pairin Kitingan, 
Sabah’s chief minister, and Gerakan's 
Datuk Lim Kheng Yaik — agreed to in- 
stitutionalise this informal bonding 
through a confederation. 

The confederation’s goals are two- 
pronged: to promote multiracialism and 
to foster integration between East and 
West Malaysia, Lim said. Since the an- 





nouncement last year, the proponents 


of the confederation have adopted a low | 


profile “so that others don’t consider ita 
grouping for confrontation," Lim 
explained. 

Since both component parties are 
National Front members, it is conceiva- 
ble that the dominant communal parties 
within the ruling coalition could feel 
threatened — seeing the confederation 
as an opposition bloc within the larger 
whole. Gerakan's once-stated aspira- 


tion to act as the "conscience of the Na- | 


tional Front" might add to the other Na- 
tional Front parties’ worries. 

Of the 13 parties in the National 
Front, the three biggest — the dominant 
Umno (Baru), or new 


i 
i 





| nationalism a chance for expression," 


| tion also seeks to eradica 


"The idea is to give Malaysian 


explained Dominic Puthucheary, a 
lawyer who defended the PBS against 
the 1985-86 court challenges to its rule 
in Sabah and who helped draft the con- 
federation's proposed constitution. 

The first stated objective in that draft 
constitution is to forge “national unity 
based on. Malays nationalism to 
create a Malaysian nation out of its 
heterogenous people e confedera- 
“all forms of 
ics and their 

"propagate 
transcending 









racial and religious p 
manifestations" an 
Malaysian ` nationali 
race and religion. 

Theoretically, 
ties are already mu 
that their formal ele 















omponent par- 
andit is true 











t iders and members 
are any indication of party identity, 


both componen 





Umno, the Malaysian 
Chinese Association 
(MCA) and the Ma- 
laysian Indian Con- 
gress (MIC) — are 
communal-based. To 
allay their fears, the 
confederation's draft 
constitution spells out 
clearly that it sub- 
scribes to the objec- 
tives of the National 
Front. And in an ef- 
fort to dampen con- 
cern within the coali- 
tion, Mahathir, who 
in addition to serving 
as prime minister is 
also Umno president, 
has been kept in- 
formed by the PBS 
and Gerakan of their 
plans. 

Still, it would be 





Lim: low profile. 












poused ^. multi-rac- 
| mlism in || Malaysia 
have either been re- 
jected — as was the 
case of the Indepen- 
dence. of. Malaya 
Party in 1951 — or 
suffered from internal 
rifts. Nine of the Na- 
tional Front's 13 com- 
ponent parties profess 
to be multiracial but 
are dominated by one 
ethnic group. 
. This situation led 
to a spate of break- 
away parties in Sara- 
wak. These small, | 
multiracial parties are 
potential future 








AR, PETALING JAYA 


La 





naive to expect the 
confederation not to challenge the ra- 
cially drawn, divide-and-rule politics of 
the big three. At the very least, the con- 
federation might serve as a powerful 
lobby group, almost matching Umno’s 
83 seats in the 177-seat parliament. 


Tk confederation’s proposed name 
seems innocuous enough: the 
Perhimpunan Bersatu SeMalaysia, or 
Pan-Malaysian Congress of Unity. Con- 
veniently, the initialsin Bahasa Malaysia 
are “PBS” — a bonus for the PBS in 
explaining the move to its rank and file. 
The PBS was initially worried that its 
members might see the alliance as a sell- 
out to a peninsular party. This, in their 
view, might be seen as yet another step 
to being “colonised by Malaya,” to use a 
commonly heard Sabah expression. In 
October 1987, Gerakan proposed that 
Kitingan be confederation chairman. 





partners of the PBS- 
Gerakan confederation, if and when it 
expands. The Sarawak National Party 
and Sarawak United People’s Party 
have already been identified as prime 
confederation candidates. 

The confederation benefits | the 
Gerakan and PBS in different. ways. 
The Gerakan gains in numbers. Con- 
federation means that Gerakan, with its 
PBS ally, will be larger than the MCA, 
its traditional rival and, today, the Na- 
tional Front’s second-largest compo- 
nent party. Meanwhile, the PBS gains 
national stature and a partner to speak 
on its behalf in Kuala Lumpur. 

While the proposed confederation 
might pose a threat to the MCA — and 
to a lesser extent the smaller MIC. — 
Umno (Baru) is not likely to be im- 


mediately affected, as its strength liesin | 


a very different, mostly rural, ethnic 
Malay constituency. vg 
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What price the future? 


Allies get down to talking about cost-sharing 


By John McBeth in Seoul 


he US and South Korea go into their 
annual security consultations from 
7-9 June with cost-sharing and the pro- 
tection of September’s Olympic Games 
on the agenda. More important, the two 
allies will be conscious that they will be 
: seeking to define the shape of a relation- 
ship that both realise will change sig- 
nificantly in the next decade. 
Cost-sharing is the new buzzword in 
budget-conscious Washington, and US 
ed Defence Secretary William 
Taft's recent visit to Seoul and Tokyo 
was part of the Pentagon's overall study 
of that concept. When Defence Secre- 
tary Frank Carlucci and South Korean 
Defence Minister Oh Ja Bok : 





ment, technology transfer and offset 
proposals in South Korea’s choice of 
either the General Dynamics F16 or the 
McDonnell Douglas F/A 18A for its FX 
lead-on fighter programme. Taft said 
the South Koreans did not mention any 
conditions for talks on cost-sharing, and 
most sources believe Carlucci will resist 
efforts to discuss an issue like offset at a 
time when it is a political hot potato in 
Washington. 

Carlucci and Oh will almost certainly 
go over plans for Olympic security 
which, among other things, includes a 
planned naval exercise involving the US 
and Japan Self-Defence Force in the 


not be part of the discussions. Likewise, 














neither side is likely to touch on the sen- 
sitive issue of revamping the Combined 
Forces Command (CFC) structure that 
gives the US operational control over all 
South Korean frontline forces. 

However, the actual command au- 
thority of South Korean forces is with 
Seoul, and the fragility of the arrange- 
ment was demonstrated by military in- 
volvement in former president Park 
Chung Hee's 1961 coup, when the UN 
Command acted as the umbrella, and in 
the December 1979 coup, when then 
Defence Security Command chief Chun 
Doo Hwan used military-intelligence 
channels to circumvent the CFC chain 
of command. ^It is an issue whose time 
has not yet come, but it is recognised as 
one thing that will have to be looked 
at," a US military insider said. 

It is for this reason that the Ameri- 
cans have been accused of backing suc- 
cessive power plays and the repressive 
governments that have followed. Be- 
cause many South Koreans 





lead their delegations into 
the talks, therefore, they are 
expected to discuss specific 
proposals for the South Ko- 
reans to pay more — in cash 
rather than in kind — to- 


wards maintaining the 
41,000 US servicemen on the 
peninsula. 


It costs the US as much as 
US$3 billion a year to keep 
its ground and air units in 
South Korea. Seoul pays 
US$287.6 million for the Ko- 
rean Augmentees to the US 
Army (Katusa) programme 
and combined defence pro- 
jects. They also contribute 
the equivalent of about 
US$1.61 billion in indirect 
tax and rent exemption on 
public lands occupied by US 
bases. 








| US troops at Osan: responding to budget-conscious Washington. 


believe Washington’s influ- 
ence is inviolate, they refuse 
to accept that any other ex- 
planation is possible. 

The role of the Korean 
Special Forces in the brutal 
suppression of the 1980 
Kwangju insurrection, which 
cost hundreds of lives, illu- 
strated this misunderstand- 
ing. The Special Forces 
Command has never been 
part of the CFC structure, 
though it has been specifi- 
cally trained for behind-the- 
lines action. Then to mop up 
resistance, the South Ko- 
reans did seek and obtain US 
acquiesence in using the 20th 
Division. 

Then ambassador Wil- 
liam Gleysteen said the US 
considered it a better alter- 








Late last year, then US 
defence secretary Casper Weinberger 
asked Seoul to send warships to the Gulf 
to help protect commercial shipping as 
part of a new cost-sharing agreement, 
South Korean reports said. Taft said he 
was unaware of the reports and was 
non-committal about Seoul’s negative 
reaction to the proposal. However, it is 
known that South Korea, which has re- 
lations with both Iran and Iraq, is reluc- 
tant to take part in anything which 
might be interpreted as it having taken 
sides. About 60% of its oil supplies pass 
through the Gulf. 

The South Koreans have said they 
are prepared to pay more towards keep- 
ing US troops on the peninsula, but De- 
fence Ministry foreign-policy chief Col 
Park Yong Ok indicated during a recent 
briefing for South Korean reporters that 
in return Seoul would like to receive a 
greater share of defence technology. 

This is believed to be partly related 
to continuing talks on project manage- 





Sea of Japan in September and Oc- 
tober. Two carrier-battle groups are 
likely to be deployed in North Asian 
waters at the time and, as during the 
1986 Asian Games in Seoul, the 
Okinawa-based SR71 Blackbird high- 
altitude strategic reconnaissance air- 
craft will fly more missions. 

Although US officials decline to 
comment on the timing, the temporary 
deployment between May and October 
of the Ist Marine Wing's 24 F18s and 
four RF4 Phantom reconnaissance air- 
craft from Iwakuni in Japan to the 
Yechon Korean Air Force base is also 
regarded as part of Olympics security 
plans. The runway at Iwakuni will be 
undergoing major repairs then, but 
other aircraft are being moved to 
Japan’s Kadena airbase and Cubi Point 
in the Philippines. 

While the annual consultations can 
be wide-ranging, Taft has made it clear 
that a possible US troop withdrawal will 





native to the original South 
Korean idea of sending the Special 
Forces back into the city. As he told a 
January 1987 press conference: “We 
couldn't change decisions made within 
the Korean army . . . I knew we didn't 
have that power. That was something 
the [South] Koreans had to do." 


W ith hindsight, US officials believe 
a lot of the bitter anti-American 
feelings that persist today may have 
been avoided if they had made their 
position known sooner and been more 
careful about how they said it. As one 
official put it: "We would have been 
better off saying the government took 
back the 20th Division [from the CFC], 
which it did, rather than simply saying 
we had released it.” 

Gleysteen’s press conference mark- 
ed the first time the US had given 
the full side of its story. And even then, 
as the REVIEW has now learned, the 
South Korean Government had warned 
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HEN you first handle a Patek Philippe, you 
~ WW become aware that this watch has the presence 

: | of an object of rare perfection. 

We Pus the feeling well. We experience it every time 

a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 
We made this watch for 
you - to be part of your 
life — simply because this 
is the way weve always 
made watches. 

 Andif we may draw a con- 
dusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe - 
because it’s for a lifetime. 
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that it would damage 
bilateral relations. 
That might very well 
have been the reason 
for the US State De- 
partment's reluctance 
to explain matters in 
the first place. 

When and if the 
two allies do decide to 
make a change to the 
CFC structure, the 
suggested appoint- 
ment of a South Ko- 
rean general to the 
ground component 
command slot would 
necessitate the forma- 
tion of a separate chain 
of command for US 
nuclear-capable gun- 
nery and engineering 














sensors along the 
DMZ, serve as a clear- 
ing house for North 
Korean ground com- 
munications intercepts 
and receive electron- 
ic data fed by high- 
speed tape from the 
SR71s. 

The SR71s do not 
land in South Korea, 
but Osan is the home 
for the little known 
Strategic Air Com- 
mand Black Cats 
detachment whose 
subsonic TRIA re- 
connaissance air- 
craft work in tandem 
with the SR71s and 
use their side-look- 
ing radar and other 
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units, which are al- 
ready independent of other US groun 
forces. Nuclear artillery shells and ter- 
rain-shifting atomic mines make up 
about half of the in-country nuclear ar- 
senal. 

At least seven of the 40-odd US 
facilities spread through South Korea 
have consoles to receive orders to use 
nuclear weapons, including the Osan- 
based 7th Air Force headquarters 
where the joint South Korean-US com- 
mand control is in an underground post, 
known as the Tree House, which is the 
nerve centre for the country's air and 
missile defences. 

Some time in the future, considera- 
tion may be given to the possible with- 
drawal of the US 2nd Division — which 
today mans only two of more than 200 
jene along the demilitarised zone 








(DMZ) — thus letting the South Ko- 
rean lst and 3rd armies assume full 
frontline responsibility. But any such 


withdrawal would probably be piecemeal | 


in nature and analysts believe that, in 
the absence of a North-South reconcilia- 
tion, the US would continue to keep some 
of its servicemen in the country anyway. 
I: that happens, the US would pos- 
sibly retain an airbase, along with a 
logistics framework based around the 
current Taegu-based 19th Support 
Command and at least the mechanism 
needed to maintain the existing nuclear 
deterrent on the divided peninsula. 
It is also believed the US and South 
Koreans will want to retain joint intelli- 
gence facilities at Osan and nearby 


Pyongtaek, which monitor a string of | 


electronic sensors to 
| peer deep into North Korea. 

Leaving political considerations 
| aside, the South Korean military still 
has some way to go in its modernisation 
| programme before it will be in a posi- 
tion to stand alone. The indigenous K1 
battle tank, with its unique "kneeling" 
ability to lower its profile and with its 
superior ceramic Chobham armour, is 
now in full production at Hyundai's 
Changwon factory. More than 200 of 
the tanks have already entered service 
with the South Korean Army and at 
least 500 more are on order. 

The South Koreans have recently 
bought about 20 Bell AHIS Cobra at- 
tack helicopters, which apart from their 
standard TOW weaponry may also be 
armed in the future with more advanced 
Hellfire surface-to-air missiles. The new 
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JAPAN 


By Charies Smith in Tokyo 


A appeal by the Japan Communist 
Party (JCP) against the decision of 
the public prosecutor's office to drop 
legal action against the police, who were 
accused of tapping the party's tele- 
phones, has drawn attention to one of the 
many ways in which Japanese justice 
operates without adequate legal 
safeguards. 

When the prosecutor's decision was 
announced last August, the JCP ap- 
pealed to one of about 200 prosecution- 
inquest committees (kensatsu shinsakai) 
which allow ordinary citizens to monitor 
the country's legal processes. In late 
April, the committee called for a reinves- 
tigation of the allegations by the pro- 
secutor's office. But JCP officials say it is 











Hear who's listening? 


Phone tapping case reveals inadequate legal safeguards 


still unlikely that the police will be | 


brought to trial. 
Of the 95 cases in 1987 which these 
committees asked that prosecutors' deci- 


| sions not to indict suspects be re- 


examined, in only two were the original 
decisions reversed. The JCP will thus be 
lucky if its case is brought to court — this 
despite the prosecutor's office, in an- 
nouncing its original decision, saying the 
police action “could not be condoned.” 
The JCP discovered the telephone 
taps in November 1986 when the chief of 
the party's international bureau, Yasuo 
Ogata, called in repairmen to fix static 
on his home telephone in Machida city, a 
Tokyo suburb. The repairmen found the 
line had been cut and reconnected to an 





apartment in the same block that was 
| rented by Masahiko Takita, an employee 
of the Toshiba corporation. Takita's 
| father, Norimoto Takita, was later re- 
| vealed to be an assistant inspector in the 
Kanagawa prefectural police. 

But the prosecutor's office was only 
| able to conclude that two junior police- 
men had been directly involved in the 
tapping incident. It said the junior 
i policemen could not be considered re- 
sponsible since they were presumably 
acting under orders from superiors. 


| he office also cited a letter in which 
| the Kanagawa prefectural police un- 
| dertook not to allow any more tapping. 
The JCP dismissed the letter as irrelev- 
ant and has demanded an investigation 
| of senior police officials, including 
Takita. This demand was accepted in 
principle by the prosecution-inquest 
committee. 

Whatever the outcome of the JCP's 
| demand for the prosecutor's office to 
reverse its decision, the publicity has had 
an educational effect. Many normally 
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gunships will augment five Cobras al- 
ready in service and about 50 TOW- 


mounted McDonnell Douglas 500 MD | 
Defenders to fill a gap in South Korea's | 


anti-tank defences. 


Although the Munsan Corridor, the | 
Chorwon Valley and the eastern coast | 


are the only recognised invasion routes 
for North Korea's mechanised forma- 


tions, the South's sole tank-killing capa- | 


bility up to now has been built around 


ground-based TOW and Dragon mis- | 


siles, and 161 artillery battalions. So far 
it has baulked at the US$30,000-a-piece 
rice for Martin-Marietta Copperhead 


aser-guided shells, which can be fired | 
from conventional 155 mm artillery | 


pieces. 

Also on the Defence Ministry's 
drawing board is a plan to locally manu- 
facture about 400 light and me- 
dium troop-carrying helicopters, which 
would effectively quadruple the army's 
existing fleet of 100 UHIH Hueys and 
greatly improve its ability to react to 
North Korean troops landing behind 
the lines. The purchase of heavier 
helicopters, such as the UH60 Black- 
hawk, is also under consideration and 
may in fact take on higher priority. 

Probably the most significant step 
will be Seoul's decision on an initial 
order for 120 new frontline fighters, 
most of which will be assembled in 
South Korean factories. On that con- 
tract — and the amount of technology 
transfer and offset the US Government 
is prepared to approve — rests its ambi- 
tions for the development of an aero- 
space industry which would allow South 
Korea to build on an already established 
arms industry and move towards self- 
sufficiency in defence. oO 
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well-informed people, it appears, were 
not previously aware that Japan possess- 
ed any machinery allowing the public 
to monitor decisions reached by judges 
or prosecutors in criminal cases. They 
have also learned that the system is 
powerless. 

Japan is still far from allowing the de- 
gree or kind of public involvement in 


criminal trial procedures that are per- 


mitted in the US and British jury system. 
Under the Japanese system of criminal 
law the judge pronounces the verdict 
after hearing evidence presented by 
prosecuting and defending lawyers. The 
judge does not directly investigate a case 
but can give instructions to the prosecu- 
tion on the direction investigation should 
take. 

The JCP itself has argued in favour of 
introducing an “amateur” element into 
this system, meaning one in which ordi- 
nary citizens would be given a chance to 
influence the verdict, though nobody 
in the legal establishment or the 
mainstream political parties appears to 
be interested. 
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Enter the dragon 


The KMT considers a new policy on ties with Peking 


By Shim Jae Hoon in Taipei 


aiwan’s ruling Kuomintang (KMT). 
moving rapidly away from a dec- 
ades-old dogmatic refusal to deal with 
China at any level, is debating a new 
mainland policy that could establish, if | 
indirectly, better relations with Peking. 
The swift return to China of a Boeing 
737 jetliner, which was hijacked by two 
Chinese passengers on a flight from 
Xiamen to Canton on 12 May, em- 
phasised this new movement towards 
détente. The Civil Aviation Administra- 
tion of China (CAAC) aircraft with 105 
crews and passengers returned to 
Xiamen only five hours after the hijack- 
ers forced it to land at a central Taiwan | 
military based. | 
Hu Yizhou, CAAC's director gen- 
eral in Peking, expressed his "gra- 
titude" for Taiwan’s handling of the 
affair, and significantly, did not press 
for the handover of Chang Ching-kuo | 
and Lung Kuei-yun, the mainlanders | 
who sought and obtained political | 
asylum. | 
i 
| 
| 








Apparenting reflecting the new 
ragmatism here, Taipei did not express 
Joy over the incident as it has with defec- | 
tion of Chinese military pilots. Anxious 
to show the world that Taiwan abides by 
international aviation laws against air 
piracy, Chang and Lung were promptly | 
placed under detention. | 
The island's new flexibility is the out- 
come of China's greater openness in re- | 
cent years and its new policy of attract- | 
ing foreign investment, such as turning 
the newly created island province of 
Hainan into a showcase of economic | 
modernisation. This has hastened Tai- | 
wan's pace in joining other countries | 
in broadening contacts at all levels — 
except the political. 

On Taiwan itself, this has had the ef- | 
fect of forcing the KMT to re-examine | 
its insistence that its top priority is to 
“recover” the mainland by defeating | 
communism and re-establishing Sun 
Yat-sen’s Three Principles of the People 
doctrine (Chinese nationalism, demo- 
cracy and welfare) in a reunified China. 

Undoubtedly, defeat to the com- 
munists in 1949 which forced the KMT | 
to flee the mainland for Taiwan still | 
rankles some older party leaders and it | 
is they who still hold fast to the dream of | 
returning. But with public opinion E 
changing and pragmatic interests on 
both sides of the Taiwan Strait taking 
precedence over old political quarrels, | 
younger KMT reformists are clamour- |. 
ing for more and better links with China | 
even as the opposition Democratic | 
Progressive Party clings to its controver- 
sial slogan of Taiwan independence. 














an. 


| tion-and-answer sessions. 


The KMT is preparing for its 13th na- 
tional congress on 7 July when the new 
mainland policy will be debated, but it 
has already been aired on a piecemeal 
basis in the Legislative Yuan in ques- 
Going by 
what Prime Minister Yu Kuo-hwa, In- 
terior Minister Wu Poh-hsiung and 
other senior officials have said, the pol- 
icy is likely to: 
> Allow a broader spectrum of 
Taiwan residents to visit China for 
family reunions, as tourists, and on 
academic and cultural exchanges, 
among other things. Restrictions on 
government employees travelling to the 
mainland may be lifted, except for those 
in the intelligence- 


Even as leading KMT figures, such 
as secretary-general Lee Huan, con- 
tinue to counsel caution, the govern- 
ment is likely to turn a blind eye to in- 
creasing Taiwanese and Chinese ex- 
ports and imports via Hongkong or Sin- 
gapore "so long as they do not damage 
the interests of farmers or industries 
here," as Yu said. On 7 May, State 
Minister Chou Hung-tao said eligible 
goods for indirect import would be ex- 
tended from the present list of 30 items 
(mostly medicinal herbs) to industrial 
raw materials. 

Recent reports of South Korea open- 
ing trade with China have spurred the 
local business circles to move more ag- 
gressively. “Even if we didn't trade with 
China, Japan and South Korea would, 
so what's the use of us staying out?" 
asked Jaw. 

Businessmen say that Yu'sstatement 
is expected to result in a dramatic in- 
crease in indirect trade which last year 
officially ran to US$1.6 billion. Unoffi- 
cial sources put the actual figure at 





gathering services and [ 
military personnel. 
The definition of 
“relative” or “kin” is 
also to be widened so 
that as many people as 
possible will be able to 
go just by listing an ex- 
tremely distant clan 
member, according to 
some legislators. 
» Relax the rule ban- 
ning Taiwanese here 
from visiting the main- 
land and on native | 
Taiwanese now living | 
in China from visiting | 
Taiwan. Some of the | 
younger, more pro- | 
gressive KMT Legisla- 
tive Yuan members, 
such as Jaw Shao-kong 
and Huang Chu-wen, 








| Tearful reunion on the mainland for elderly Taiwan man. 
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want virtually all “~~ 


Taiwan residents, except those in the 
intelligence services, police or military | 
officials, to be able to visit China for | 
"This will dampen the | 
| from the two sides on the 
| Strait. 


any purpose. 
opposition demand for Taiwan inde- 


pendence," says Huang. 

» Allow some of the 20,000 Chinese 
students studving in the US to visit 
Taiwan to learn about its political and 
economic structures and achievements. 
They would not be permitted to seek 
long-term residence, officials say. Jaw is 
in favour of a quota of 3-5,000 Chinese 
visitors a year, including students com- 
ing for "study and research" and busi- 
nessmen. 

» Recognise officially the growing in- 
direct trade with the mainland. In his 
speech at the Legislative Yuan in 
March, Yu, widely regarded as a 


diehard conservative, all but officially 
conceded the need for more trade with 


China. 


| 
| 
| 
| 


about US$2 billion, including trade in 
"the supermarket on the sea," which is 
what local cynics call the brisk barter 
trade of smuggled goods by fishermen 
Taiwan 


Few believe that political curbs will 
arrest the moves towards more MA 
with China, despite repeated pleas by 
leading KMT figures for more restraint. 
The death of president Chiang Ching- 
kuo in January removed the last 
psychological barrier hindering the 
KMT from open contacts with the main- 
land. In fact, it was Chiang's own 
pragamatism that led to Taiwan's 
legalising the family-reunion trips which 
until then had been done covertly. 

Taiwan already is following the rule 
established by other ideologically rigid 
countries to let business precede gov- 
ernment in developing contacts with 
socialist countries. South Korea courted 











- SNR] 
-CCOEMAY T888 a FAR EASTERN ECONOMIC REVIEW C00 











Announcing The All New 29th Edition 


We give you Asia, 





minus the mystery, 











Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
*. gion’s future but affect the entire world. The Asia 1988 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 29th Edition 

The Asia 1988 Yearbook, now in its 29th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 
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chapters — covering another historic year in Asia, and 
analysing US involvement in the region and you will also 
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The Entire Region, The Power Game, Population & 
Food, Development Banks, Asian Finance, Asian In- 
vestment, Commodities, Energy, Aviation, Shipping, 
Fishing, Trade & Aid, the Pacific, Asian & Pacific Or- 
ganisations, a round-up of the year's news stories, and 
much more. 


As in the past, the Asia 1988 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 
Each country is discussed with up-to-date reviews of its 


2 “Politics and Social Affairs, Foreign Relations, Economy 


and. Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1988 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 


s volvement and social and cultural landmarks. Each 
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mU Asia 1988 Yearbook — 


country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. RE 
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Published by the Far Eastern Economic Review, the 
Asia 1988 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 29 years) to keep the Asia 1988 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 
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Roll out the red carpet 
Tourists from Taiwan step out in China 


By Robert Delfs in Peking 


he sudden flood of Taiwan visitors, officially called com- 

patriots, to the mainland is giving many mainlanders a 
new sense of how China really appears in the eyes of others. 
The visitors have also provided a slow-season shot in the arm 
to China's tourism industry. 

On a recent Li River excursion trip, more than half of the 
passengers were from Taiwan, and they vastly outnumbered 
the local Chinese and foreign tourists. Many are native 
Taiwanese, and freely admit they have no relatives on the 
mainland. 

Simply because it was impossible to even imagine visiting 
the mainland for the past four decades, celebrated tourist at- 
tractions such as Hangzhou's West Lake, Suzhou's Grand 
Canal, Shanghai's Bund and Peking's Forbidden City fasci- 
nate visitors from Taiwan. 





Poor quality of service is high on the list of things Taiwan 


blend easily into the crowds of a mainland city, and find them- 
selves subjected to the same rudeness and inconveniences that 
local Chinese face every day, but which most foreign visitors 
are largely spared. 

But authorities clearly want China to put on its best face 
for the visitors. Train stations all over China offer special ser- 
vice desks for Taiwan compatriots. Taiwan visitors soon dis- 
cover that their status entitles them to special privileges. Once 
the magic words “I’m a Taiwanese compatriot” are uttered, 
surly cab drivers become friendly and cooperative, hotel 
rooms open up, and out-of-stock items suddenly become avail- 
able. 

Despite problems such as these, some Taiwan visitors — 
brought up to believe that the communist mainland was basi- 
cally a vast prison camp ruled by sadistic party cadres — find 
themselves pleasantly surprised. “What do I think of the 
mainland?" one Taichung businessman said. “Not bad, real- 
ly. It's a lot better than what I expected. I want to come back 
next year, and bring the rest of my family." 


visitors do not like about China. Unlike snappily dressed 
young travellers from Hongkong, many visitors from Taiwan 














the leftist North Yemen in the 1970s by 
coming in on the coat-tails of its con- 
struction contractors. More recently,it 
has penetrated China and Eastern 
Europe largely on the marketing in- 
roads made by Daewoo, the business 
conglomerate. 

In Taiwan's case, it is shoemakers 
who are leading the way. With the New 
Taiwan dollar continuously appreciat- 
ing and wages rising, some local foot- 
wear (and garment) manufacturers and 
exporters are moving their factories to 
Fujian and Guangdong provinces. Their 
average investment still remains small, 
at about NT$5 million (US$174,826) 
each, but the China Times in January 
said that about 200 (15% of the island’s 
total) shoemakers went on ' "inspection 
tours" to China last year and at least 30 
have promised to set up factories there 
in six months. 

There is a difference between Tai- 
wan and South Korea. In Taiwan, the 
ruling political party has been bewild- 
ered at being overtaken by public and 
business demands, and conditioned by 
decades to think of China as a place to 
recover and not co-exist with. In South 
Korea, it is the government that has 
used private business as an instrument 
of its foreign policy. 


Fo over a generation, the KMT has 
put down all calls for political, social 


and economic reforms, claiming “recov- | 


ery” of the mainland as its top priority to 
the extent that it minimised the island’s 
urban planning and infrastructure 
needs. Taiwan was merely a "tempor- 
ary" place for them. The so-called 
Taiwanisation — building more dams, 
expanding highway links, recruiting na- 
tive Taiwanese into the party and gov- 
ernment — started just two decades 
ago. 

This policy dampened industrial and 
business initiative. "The KMT has acted 
more like a cage trying to keep the 
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| ‘Homesick’ Kuomintang veteran in Taipei 








bird inside from flying out,” Chen Ying- 
chen, one of Taiwan’s foremost jour- 
nalists, told the REVIEW, referring to 
the party’s refusal for decades to allow 
the exploration of new markets in 
China. “It ignores capital’s own dy- 
namics and logic and it is hardly sur- 
prising that it was businessmen and not 
the KMT government that first knocked 
on China’s doors,” he added. 

Now that the "cage" is no longer use- 
ful, Taiwan faces the problem of keep- 
ing the trade and other exchanges from 
developing into a more complicated re- 
lationship. The challenge is to limit 
trade to being indirect, without the need 
for direct shipping, banking and com- 
munications links so as to protect the 
Policy of the Three Nos — no contact, 
no negotiation and no compromise. 

That might be easier said than done, 
as Peking insists on the Policy of Three 
Flows — flows of mail, of people and of 
transportation such as shipping and air- 
lines. Also, China's principal policy of 
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dealing with Taiwan rests on the idea 
that the island accept the mainland’s 
road to socialism. 

Outside the government, people are 
more optimistic. Lin Pang-tsung, pro- 
fessor of international trade at Fu Jen 
Catholic University, urged the govern- 
ment to open direct trade by the 1990s, 
“in order to make China dependent on 
n just as Taiwan is dependent on 

Japan [ior investment and technol- 
ogy]." One day, Taiwan, China and 
Hongkong can combine and launch an 
economic community, such as the Euro- 
pean Community, Lin told a recent 
seminar. This could in turn lead to a 
Chinese federal state and reach the ulti- 
mate goal of reunification, he reasoned. 

The government, concerned that 
these views could erode its raison d'etre 
for being on Taiwan, is considering the 
possibility of creating a ministerial-level 
office to deal with problems arising 
from mainland links — protection of in- 
vestment and copyright, technology 
transfers, banking, shipping, even sort- 
ing out marriage problems when Tai- 
wan visitors find their spouses still 
waiting for them on the mainland. 

Such a body could be patterned after 
South Korea's Ministry of Unification 
Affairs or after West Germany's Minis- 
try of Inter-German Affairs. Taiwan’s 
present equivalent, the Commission for 
Recovery of Mainland Under the Three 
Principles of the People, has lacked im- 
agination to an extent that the Legisla- 
tive Yuan cut its budget this year. The 
new organisation may be launched 
shortly after the party congress, sources 
say. 

Whatever the KMT's own position 
on the matter, the current debate calling 
for a new policy seems unstoppable. 
There is a Chinese saying that "when 
the dragon's head makes but a move, his 
tail sweeps half the skies." In this case, 
the dragons tail has begun to cover the 
skies of Taiwan. 
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THAILAND 


The right to be different 


Muslims in the south demand protection of religion and culture 


By Paisal Sricharatchanya in Pattani 


arely 20 year ago, a journey 
through the Muslim-dominated 
southernmost provinces of Thailand 
was like visiting any outlying Malaysian 
township. The prevalent Islamic norms 
and characteristics of the ethnic Malay 
population made the region seem con- 
spicuously alien in Buddhist-dominated 
ailand. The country’s official lan- 
uage, Thai, was spoken only by a hand- 
ul of townspeople and tradesmen. 

But times have changed. A con- 
certed assimilation drive by Bangkok 
has been moderately successful in 
the political sphere. Today, Thai is 
more commonly spoken in the region — 
thanks to extensive educational reform, 
which brought a secular curriculum to 
traditional Islamic religious institutes. 
The state-run broadcast media also 
played an important role in the assimila- 
tion drive. The result has been in part 
the instillation of a sense of Thai pat- 
riotism among the peoples of the south, 
with most Muslims here viewing them- 
selves as Thai citizens, rather than 
Malay, as had been the case in the past. 

However, Bangkok's assimilation 
efforts have spawned new problems. 
Young Muslims in the south, resentful 
of what they view as a government cam- 
paign to integrate the Muslim minority 
into a "Buddhist-Thai" nation, are de- 
manding basic religious rights and some 
form of cultural autonomy. Thailand's 
more democratic environment in recent 
years — coupled with the worldwide re- 
surgence of Islamic fundamentalism 


— has produced a new assertiveness 
among the country's Muslims. 

Vinai Sama-un, secretary-general of 
the National Islamic Committee, a gov- 
ernment-sanctioned body that super- 


Thamnu: combined task force leader. 





vises Thailand's Muslim affairs, ex- 
plained the new mood: 

“The old generation used to live in a 
state of fear. Those few who managed to 
get into institutions of higher learning or 
the civil service had to keep their heads 
down to avoid persecution by [the then] 
repressive authorities. 

"But more and more young people 
today are better educated, both in for- 
mal [secular] education and Islamic 
teachings. They feel their culture has 
been funtairly] encroached upon. 
That's why they are more confident and 
bolder in speaking out." 

Viewed in its historical 
perspective, this new as- s 
sertiveness among gf 
young Muslims ¥ 
should come as no 
surprise. The greater 
Pattani region — en- 
compassing the four 

rovinces of Pattani, 
ala, Narathiwat and 
Satun, all borderin 
majority Muslim Malaysia 
— was once a Thai vassal state. Since its 
incorporation into Thailand in 1902, 
there have been recurrent protests and 
rebellions against rule from Bangkok. 
About 80% of the region’s 1.6 million 
people are Muslim. 
ile the government has suc- 
ceeded in integrating other minority 
yee — such as ethnic Chinese and 
ill-tribes people, whose religions and 
cultures are more compatible with Thai 
Buddhist and cultural practices — the 
Muslim minority, bound by its Malay 
ethnicity and religious solidarity, has 
remained distinctly separate. Official 
1986 statistics suggest there are only 























Muslim market and the 
PULO D card. 









more than 2 million Muslims in Thai- 
land — or roughly 4.5% of the country's 
population — the majority of whom live 
in the four southern provinces and 
nearby Songkhla province. 

Previous Islamic-based rebellions, 
led by Pattani's former rulers, sought an 
autonomous Muslim state, but today 
the seccessionist movement has lost 
steam. Current demands for religious 
and cultural autonomy constitute a less- 
ambitious objective. Given the dispa- 
rate views of Muslims on the one hand 
and government functionaries on the 
other, communal tensions here are 
likely to intensify before easing. 

Religious rites conducted at official 
ceremonies in the region constitute one 


A small but worrisome threat 


f the more than 600 alleged Muslim 

separatists who surrendered en 
masse to the southern-based 4th Army 
Region Command in January, the ma- 
jority were criminals on the run, mili- 
tary-conscript escapees or some who 
simply had followed their relatives into 
the jungles. 

The less than 100 of these said to 
have received some formal training 
and indoctrination were mostly junior in 
rank and politically unsophisticated. 
This is a telling story about a dwindling 
seccessionist movement which has lost 
both its armed strength and popular ap- 
peal since its inception in 1902. 

Most Muslim politicians in southern 


Thailand agree that what remains of the 
seccessionist movement today is fighting 
a lost cause because of a lack of mass sup- 
port. Local religious leaders also con- 
demn the separatists for contravening 
Islamic teachings. But separatism, be- 
lieved to be funded by Islamic organisa- 
tions in foreign countries, remains an 
issue that refuses to go away. 

Maj.-Gen. Thamnu Phudphad, 4th 
Army Region deputy commander, di- 
rects a Yala-based, combined civilian- 
police-military task force responsible for 
combating Muslim terrorists and ethnic- 
Chinese Malaysian communists along 
the southern provinces bordering 
Malaysia. 
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of the most common sources of conflict. 
Strict Islamic codes prohibit participa- 
tion by Muslims in these affairs since 
they. are fashioned along Buddhist and 
Hindu lines. Muslim attendance in the 
past was grudging. Songkhla Provincial 
Islamic Committee chairman Asiz Pi- 


“takkhumpon said that, today, com- 


munity leaders in Songkhla simply de- 
cline invitations to such functions. 

This issue is among the most impor- 
tant in a long list of such areas of conflict 
which have contributed to communal 
friction. Another point of conflict 
centres on whether Muslim students 
are forbidden by their religion to par- 
ticipate in such ceremonies as Wai Kru, 
an annual event to honour teachers, 
which is said to be out of keeping with 
Islamic belief. 

Following a 1982 meeting at the 
Yala-based Southern Provinces Ad- 
ministration Centre (SPAC), the 


-Chularajamontri, Thailand’s Muslim 


spiritual leader, issued a code of con- 
duct outlining “dos” and *don'ts" in 23 
religiously contentious areas. But the 


list has not been widely publicised, and 


differences remain with local state au- 
thorities. Set up in 1981, when south- 
ern Thailand was rife with Muslim 
separatist violence, communist in- 
surgency and banditry, the SPAC is a 
government body responsible for ad- 
ministering state affairs in the four Mus- 
lim provinces and Songkhla. 

Much of the conflict stems from what 
Surin Pitsuwan, a Muslim scholar and 
MP from the southern but Buddhist 
province of Nakhon Si Thammarat, de- 
scribes as “a self-appointed mission [by 
state officials] to integrate.” Author of 
the 1985 book Islam and Malay Na- 
tionalism: A Case Study of the Malay- 
Muslims in Southern Thailand, Surin 
said: “Government officials subscribe 
to the concept that Thailand is a Buddh- 
ist country. Any variations from this are 
deviants that must be rectified. If the 
Thai state is the manifestation of the 
Buddhist cosmology, the Malay-Mus- 
lims do not want to be part of it.” 


Thamnu told the REVIEW: “Those in 
the [seccessionist Muslim] leadership di- 
rect a terror campaign here from over- 
seas sanctuaries. The terrorists, who op- 
erate in small bands of two to five [per- 
sons], simply follow instructions — they 
harbour little political ideology. Their 
attacks in remote areas are easy to 
launch because the government security 
apparatus is not present everywhere.” 


spate of violence in recent months 

(REVIEW, 28 Apr.), which erupted 
after the relative lull of the past few 
years, is attributed to a desperate at- 
tempt by the separatists to recover some 
lost ground. Thamnu says the only two 
groups that remain active now — the 
Pattani United Liberation Organisation 
(PULO) and Barisan Nasional Revolusi 





Apparently insensitive to local cul- 
ture, some district officials encouraged 
Muslims to change their (traditional) 
Malay names into Thai, but they meet 
stiff resistance. Pattani officials added 
Thai names to several village signposts 
which previously displayed only Malay 
names — ostensibly to promote tour- 
ism. Reaction was swift; the Thai names 
were painted over. “Government action 
like this is tantamount to a kind of cul- 
tural aggression," a Muslim school- 
teacher charged. __- 











director Prakit Uttamote told the 
REVIEW that the quota will be scaled 
down at a rate of 20% annually, starting 
in 1989. “We have given our Muslim 
brothers enough opportunity; they 
should now stand on- their own feet. 
Any extension of the quota will only fin- 
crease] resentment. among the non- 
Muslims.” iE 

Education asi 
pular da-wah 
movement that has swe 












rees said a po- 
missionary) 

through the | 
provinces 








The indignation 
reflected in. such 
rhetoric is becoming 
widespread among 
Muslim religious and 
political leaders here. 
Most agree that the 
single-most important 
factor behind the 
heightened sensitivity 
to the issue today is 
rooted in the govern- 
ment’s sweeping edu- 
cational reforms, 
begun in the early 
1960s, when pondoks, 
traditional religious 
institutes, were trans- 
formed into private 
schools for Islamic 
teaching. 

The change meant 
that Muslim children 
were studying Islam 
alongside the govern- | 





T 
ment’s secular cur- 


Yala's main mosque. 






^ the past few | 
as succeeded 





zby. former, southern- 
based 4th Army Re- 
gion deputy . com- 
mander = Lieut-Gen. 
Panya . Singsakda, 
now an assistant army 
chief-of-staff,. . who 
saw it as a religious 
purification campaign 
that could contribute 
to peace in the region. 
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riculum. The trans- 
formed private schools, which have be- 
come popular today, offer courses from 
Grades 7-12. Graduates from these 
schools are entitled to enrol in tertiary 
education. 

A long-standing government pro- 
gramme catering to Muslim youth has 
produced thousands of university 
graduates. Since 1971, 200 university 
places around the country have been re- 


i served annually for Muslim students 


from the five southern provinces. SPAC 


(BNR) — forged a loose alliance earlier 
this year which saw PULO taking the 
lead. “The new leadership wanted to 
score some points, in order to seek more 
foreign funding," he said. 

Military intelligence sources say the 
alliance coincided with the arrival in 
February of about 70 young Thai Mus- 
lims, who allegedly returned to the 
southern provinces after completing 
years of religious and terrorist training 
in various Middle Eastern countries. 
Security sources say some of them re- 
ceived combat experience with Palesti- 
nian guerillas. The stepped-up terror 
campaign was reportedly confirmed by 
Ma-usen Delamae, a BNR leader who 
was arrested in Pattani on 13 April. 

More violence is expected. Following 
January's mass defections, the 4th Army 
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— Paisal Sricharatchanya | 


7 However, senior gov- 
ernment officials today view the move- 
ment with suspicion, fearing it is infil- 
trated by radical elements seeking poli- 


tical gain. 

The simmering tension between | 
southern Muslims and government 
representatives in the south erupted 
into open conflict when a controversy 
arose over the wearing of veils by Mus- 
lim women at the Yala Teachers Train- 
ing College. 

In retrospect, neutral analysts say 








put the armed strength of the PULO and 
the BNR at 90-100 and 110-130, respec- 
tively. A third group has ceased armed 
activities here, though its political lead- 
ership has taken refuge out of the 
country. There had not previously been 
any formal alliance among the three 
groups. 

Despite calls by non-Muslim politi- 
cians for a tough crackdown on the 
groups, Thamnu confirms that no army 
regulars will be mobilised against them. 
The existing combined forces of para- 
military troops, border-patrol police 
and police special-action forces have 
instead been told to step up vigilance. 
Civilian grassroots organisations that 
were trained in self-defence are being 
beefed up to protect individual villages. 






























the state authorities mishandled the 
issue of veils. Five years ago, a similar 
demand by Muslim students to wear the 
Islamic head-dress at the Prince of 
Songkhla University’s Pattani campus 
was quietly granted without fuss. The 
same solution could have been applied 
in the case of the Yala college — where 
only a handful of the estimated 100 
female students actually wore the veil — 
if it had not been for the college ad- 
ministrators’ tough stance. 

Instigated by Muslim politicians and 


radical students from Bangkok, the | 


issue was quickly taken up by local com- 


munities in the south. Tension inten- | 


-~ sified during protracted protests in Jan- 
uary and February as thousands con- 
verged on Yala’s main mosque. The 
subsequent solution was only a tempor- 


ary one; the official dress code, which | 


prohibits the wearing of the veil, was re- 
laxed so that final exams planned at that 
time could go ahead. 

The Education Ministry and Na- 
tional Security Council in Bangkok 
now have to work out a more lasting 
solution before the Yala 
reopens for the new academic year in 


late June. SPAC’s Prakit says he has | 


proposed a modification of the college 
regulations to give its rector more 


power to settle future dress disputes, | 


though the recommendation has yet to 
be adopted. Such power now rests with 
the college’s board. 

Most Islamic religious leaders and 
Muslim MPs — seven of the nine MPs 
from Pattani, Yala, Narathiwat and 
Satun are Muslim — say they would be 
content if Islamic religious and cultural 
autonomy was, in practice, protected. 
(Freedom of religion is guaranteed in 
the Thai Constitution.) But a few, nota- 


college | 

















bly Pattani MP Den Tohmeena, are 
campaigning for more. 

A direct descendant of the former 
Pattani rulers and elected a Thai House 
of Representatives member for four 
terms to date, Den has been openly criti- 


cal of how the Bangkok regime has | 1 l 
| belong to the Sunni sect which, tradi- 


been “exploiting” the Muslim provinces 
while giving little in return. Den told the 
REVIEW: “The Islamic provincial com- 
mittees, for instance, are powerless. 


Theoretically they are advisers to the | 


provincial governors, but advice is given 
only when it is sought.” 


n 1986, during the last general elec- 

tions, the soft-spoken but charismatic 
Democrat Party member — whose 
elder brother, Amin, fled alleged assassi- 
nation attempts in 1980 and has since 
been living in neighbouring Malaysia’s 
Kelantan state — organised a Muslim 
group seeking, among other things, the 
establishment of an Islamic court and 
bank in Pattani. 

Den was accused in a spate of under- 
ground leaflets of leading an overt poli- 
tical movement with the ultimate goal of 
establishing an autonomous Muslim 
state — an allegation he denies. The 
leaflets, he says, are part of a smear 
campaign by rightwing government ele- 
ments aimed at discrediting him. 

Notwithstanding the likely confront- 
ational climate in the months and years 
ahead, authorities in the five Muslim 
provinces are now concerned about a 
more immediate security threat posed 
by limited but reportedly increasing 
Shia sect activities. The exact nature of 
their activities is unclear, though va- 
rious sources confirm that the fun- 
damentalist Shias — believed to be 
funded by Iran and linked to a small 














group of radical students at Bangkok’s 
Ramkhamhaeng University — have 
gained a small foothold in Satun, having 
financed the construction of a mosque 
and commanded dozens of followers 
there. 

The vast majority of Thai Muslims 


tionally, has avoided violence in the 
pursuit of Islamic life. Hence, most re- 
ligious leaders here believe the Shias — 
who follow a different set of Islamic 
codes than the Sunnis and sometimes 


| have shown a tendency towards vio- 


lence in the pursuit of their beliefs — 
will make little headway in Thailand's 
southern provinces. 

But security officials are disturbed 
by the Shias' reported infiltration of 
some of the da-wah movements and the 
ranks of the Yala protesters earlier this 
year. Much of the official concern is 
rooted in the admittedly unlikely pros- 


| pect of a Shia-inspired holy war in 
| southern Thailand, which could revive 


the now-dormant seccessionist issue. 

The increasingly complex situation 
here requires a more delicate govern- 
ment approach than in the past. As 
Surin aptly concludes in his book: 

"A true autonomy of some form is 
necessary if peace and harmony are to 
return . . . No cultural group would sub- 
mit tọ a process of integration that 
would eventually lead to the loss of its 
valued identity. At the same time, no 
state would tolerate persistent cen- 
EUER tendencies among its populace. 
The balance must be found. How to pre- 
serve national unity without its compo- 
nent pan losing their cultural identities is 
the challenge for both the Thai Govern- 
ment and the new generation of Malay- 
Muslims in south Thailand...” o 








Salt in the wound 


he uproar following publication of a controversial book- 

let by Narathiwat province deputy governor Sompong | 
Sriyapan reflects a new-found confidence and boldness among 
Thailand’s southern Muslims. 

A maverick government administrator, Sompong told the 
REVIEW that his book, distributed to friends as a New Year 
present, was partly designed to counter “unpatriotic” Muslim 
elements who have shown disrespect towards King Bhumibol | 
Adulyadej. | 

Reflecting divergent views among Thai Muslims, a major | 
congregation organised by the Narathiwat Provincial Islamic 
Committee to honour the king’s 60th birthday in December 
1987 had been condemned in underground leaflets believed to | 
have been distributed by some Muslim extremists. 

For the past 15 years, the king has been visiting the Muslim 
provinces on a regular basis, spending about 40-50 days in the 
region annually during August and September. From his Tak- 
sin Palace in Narathiwat, the king has embarked on numerous 
rural development projects. Like the rural villagers in other 
parts of Thailand, Muslim peasants here are said to reverethe | 
king. | 

Taken at face value, Sompong’s book heaped criticism on | 
some practitioners of Islam, Christianity and Buddhism for 
following their religions blindly without understanding their 











true essence. Using strong language, he took a heavy swipe at 
Muslim elements whom he believes were ungrateful to the 
government for its assistance and were bent on creating unrest 
to further their secessionist goal. 

But the book was viewed by the community leaders here as 
a serious intrusion into their Islamic domain. Rewat 
Rachamukda, chairman of the Narathiwat Provincial Islamic 
Committee, said: “It is a gross insult, not only to us here, but 
to our Islamic brethren throughout the world.” 

The chairmen of all five provincial Islamic committees 
signed a joint petition to the Interior Ministry in February, 
demanding Sompong’s transfer out of the region. The move 
was in addition to a similar demand by Muslim MPs and local- 
level community leaders. There was no clear response from 
Bangkok by early May, which prompted fears of another 
Muslim-government confrontation. 

It was fortunate that a high-powered bomb placed at a 
large, outdoor statue of the Buddha outside Narathiwat town 
in late March was defused shortly before it was timed to 
explode. Many Muslim MPs privately accuse Sempong of 
masterminding the incident, allegedly to divert public atten- 
tion from the controversy stirred up by his book. 

But the deputy governor, quoting civilian and military in- 
telligence sources, maintains the attempted bombing was the 
handiwork of secessionists. “It is unthinkable for any 
Buddhist to commit an act like that,” he said. 

~ Paisal Sricharatchanya 
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Tris the culmination of thousands of hours 








-Com letel New and Revised Editions 


— For little more than the cost of a single night in a s 
. . Beijing hotel, you can have two books vital to 
2 anyone doing business with China. 


The People's Republic of 


China Year-Book 1987 
The People's Republic of China Year- 
Book 1987 is not only fascinating reading 
for those with social and cultural interests in 
China, but an essential reference for 
people with business dealings in the 
country. 
What is it? 
This classic volume with over 750 pages 
singularly offers the most complete guide 
; tO every aspect of life within China 
available today. Its contents range from 
the people and culture to economics, 
+... finance, trade, politics, education, science 
‘sand technology. Plus countless other 

:' subjects covered in precise detail. 


in research invested by the New China 
News Ltd., professionals who know the 

+ country intimately. The result is a 
cyclopaedia of unparalleled insight and 
information. 


Who needs it? 
If you have any interests in China at all 
then you'll find the People's 
Republic of China Year-Book 
1987 to be an essential 
companion. And, because 

it is completely indexed, it 

is a particularly helpful 
reference for students, 
professors and people conducting 
business in or with the country. 









Together these two classics 


will bring you all the 
information about China 
you will ever need to know: 


€ Thousands of pages of detailed 
data examining the changing face of 
China. 


€ Expositions, speeches and articles 
contributed by authoritarians, 
pertaining to the exciting market 
potential and business opportunities 
available in China. 


* Hundreds of photographs and 
illustrations of interest. 


© Two systematic and valuable 
references for those with business 
dealings in China. 









The Almanac of China's — 
Foreign Economic Relations 
& Trade 1987 
China's trade policies with the rest of 
the world have never offered more 
opportunities than they do.today. The 
country represents an unprecedented — 
potential ~ an expanding market ^ ooo o0 
equivalent to one quarter of mankind. 
And yet, data on this rapidly growing 
economy has, until recently, been scant 
and unreliable. LE 
Now, there is one book that 
encapsulates every detail relevant to a 
businessman conducting dealings with 
China - The Almanac of China's 
Foreign Economic Relations & Trade. 
What isit? . . . 
The Almanac records articles and data 
contributed by leading scholars and 
authoritarians às well as representatives 
from China's Foreign Economic Relations 
and Trade Department. Its contents are 
extensive and detailed, systematically | 
laid-out for ease of reference. It includes 
vital information to businessmen, such. 
as trade policies and 
restrictions, and even: 
offers listings of potential 
joint-venture partners. 
j Who needs it? 
j/ The Almanac is absolutely 
vital to anyone thinking of, 
or already involved in, 
business relations with 
China. It is also a fascinating 
record of the chariging face of 
China's trade policies. Not-only 
is it one of the few books that 
offers an accurate view of China's 
economy but it is also the most 
f up-to-date documentation of this data. 
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Publications Division, Review Publishing Company Ltd., GPO Box 160, Hong Kong. (d 
T 
A D Please send ... copy(s) of The B O Please send ... copy(s) of The CO Please send ... copy(s) each of both 


People's Republic of China Year- 
Book 1987 tor which I enclose 
US$95/HK$740 per copy. For 
surface mail delivery add 
US$6/HK$47, for airmail delivery 
add US$22/HK$170. 


Almanac of China’s Foreign 
Economic Relations & Trade 
1987 for which I enclose 
US$79/HK$615 per copy. For 
surface mail delivery add 
US$6/HK$47, for airmail 
delivery add US$22/HK$170. 


The People's Republic of China 
Year-Book 1987 and The 
Almanac of China's Foreign 
Economic Relations & Trade 1987 
for which I enclose 

US$174/HK $1,355 per set. 

For surface mail delivery add 
US$12/HK$94, for airmail delivery 
add US$44/HK $340. 
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A religious wrangle 


Opposition condemns moves to declare an Islamic state 


By S. Kamaluddin in Dhaka 


angladesh Prime Minister Moudud | 


Ahmed introduced a bill into parlia- 
ment on 11 May to amend the constitu- 
tion to make Islam the state religion. 
Although President H. M. Ershad had 
earlier announced thai since nearly 9096 
of the population was Muslim his gov- 
ernment would carry out the measure, 
the move came as a surprise — it was 
generally believed that he would not act 
during the first session of the new parlia- 
ment, elected on 3 March. 

The government's move was seen as 
an attempt to take the initiative from 
the rightwing fundamentalist Jamaat- 

e-Islami, which has been calling for 
| Bangladesh to become an Islamic state. 
Jamaat acting chairman, Abbas Ali 
Khan, said the government wanted to 
divert the Jamaat's movement for estab- 
lishing an Islamic social system, by de- 
claring Islam the state religion. 

Ershad's ruling Jatiya Party (JP) won 
250 of the 300 seats in the house in the 
polls, but faces agitation from the two 
mainstream opposition alliances which 
boycotted the polls. The constitutional 
move has posed a delicate problem for 
the opposition groups, which will find it 
difficult to campaign against such a 
sensitive issue as making Islam the 
state religion without being misunder- 
stood. 

Sheikh Hasina, leader of the opposi- 
tion Awami League's eight-party al- 
liance, accused Ershad of using Islam as 
a tool to cling to power and exploit 





| (BNP) 


















Denying opposition charges that the 
bill was introduced abruptly, the prime 
minister said the government had no in- 
tention of passing it with undue haste. 
Unlike other constitutional amend- 
ments adopted in previous parliaments, 
MPs would be given enough time to dis- | 
cuss the bill and also to assess public 

opinion, Ahmed said. 





popular sentiment. | 
The leader of the 
seven-party Bangla- 
desh National Party 
opposition 
grouping, Khaleda 
Zia, said it was a use- 
less step in an over- 
whelmingly Muslim 
majority country to 
proclaim Islam the | 
state religion. She said | 3E 
the Ershad govern- 
ment had little regard 
for Islam and that its 
move would be harm- 
ful for the religion. 
Besides introduc- 
ing a new article, 2A, 
which would make 





Islam the state religion, the Constitu- | She said that the people did not recog- 
tion (Sth Amendment) Act (1988) also | 


aims to amend article 100 of the con- 


stitution, which would allow the setting | 
up of six permanent benches of the High | 
Court division of the Supreme Court at | 
Barisal, Chittagong, Comilla, Jessore, | 


Rangpur and Sylhet. 


Lawyers have been resisting the 
move for several years, and for the past | 


year they have refused to appear before 
the chief justice of the Supreme Court. 
They also have been fighting the gov- 
ernment's decision last year to decen- 
tralise the judiciary for the litigant pub- 
lic by opening magistrates' courts at the 
lowest tier of the administration. 








Hasina: accusations. 


The opposition al- 
liances reacted sharply 
and condemned the 
bill soon after its intro- 
duction. At least seven 
vehicles in Dhaka, in- 
cluding six govern- 
ment buses, were dam- 
aged in opposition-in- 
spired protests against 
the bill. However, 
only a handful of 
mostly hardcore ac- | 
tivists participated. | 

The BNP’s Khaleda 
declared that a “vigor- 
ous movement” would 
be launched later this 
month “to topple the 
Ershad government.” 





PHOTOS: 


L RAHMAN 





nise the new parliament and that it had 
| no legal right to enact a new law or 
amend the constitution. The. Awami 
League's Hasina said: "This love for 
religion does not mean [Ershad's] re- 
spect for it." 

The five-party leftwing alliance has 
called upon “the democratic forces and 
all professional groups" to unite in their 
resistance against the move. 

In an apparent bid to outmanoeuvre 
the opposition, Ershad addressed a 
well-attended public meeting in Gopal- 
ganj, home for large numbers of 
Bangladesh's Hindu population, the 
day after the bill's introduction to assure 
e 











Playing the India hand 


Dhaka blames New Delhi for stepped-up insurgent activity 


he killing of 37 people in the Chit- 

tagong Hill Tracts (CHT) in three 
separate incidents in the space of a week 
by Chakma tribal insurgents operating 
from the adjoining Indian state of Tri- 
pura, has caused widespread concern in 
Dhaka. The killings took place while a 
high-powered national committee was 
making considerable progress in a series 
of meetings with rebel representatives on 
a peaceful settlement of the long-stand- 
ing dispute, and the government has 
been quick to blame India for the step- 
ped-up rebel activity. 

The tribal problem began in the early 
1960s with the commissioning of a 
hydroelectric project in the CHT which 
uprooted thousands of the largely 
Buddhist people, who subsequently suf- 





fered from having to compete for land 
with the mostly Muslim Bangladeshis in 
surrounding areas. The situation was 
aggravated in the early 1970s when the 
Indian armed forces, in cooperation 
with the Bangladesh army, launched an 
operation to flush out Mizo and Naga re- 
bels of the adjoining Indian states of 
Mizoram and Nagaland from their 
havens within the CHT, seriously dis- 
rupting the lives of Chakma tribals. 

The situation reached its height as the 
first prime minister of Bangladesh, the 


| late Sheikh Mujibur Rahman, ignored 


tribals’ demands for autonomy and 
maintenance of their separate cultural 
and ethnic identities. Manabendra 
Naraya Larma, a member of parliament 
from CHT then decided to form an 


| armed group, Shantibahini, to fight his 
cause. Larma was killed by rival groups 
in India three years ago. 

The government was forced to break 
its long silence on events in the CHT by 
the parliamentary opposition of 5 
May, with Foreign Minister Humayun 
Rasheed Chowdhury saying that the in- 
cidents were “a part of a blueprint to de- 
stabilise Bangladesh.” He added that the 
government had proof showing the 
"hands of a foreign government," a clear 
reference to India. 





P resident H. M. Ershad, who visited 
the CHT on the same day, for the first 
time accused India directly, saying that 
"the conspiracy" behind the renewed 
Shantibahini activities was quite clear as 
everybody knew where the rebel's 
sanctuaries were, 

While it is known that the rebels op- 
erate from sanctuaries. inside Tripura, 
New Delhi has denied any involvement in 
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them of their right to live side by side 
with those believing in other religions. 
The meeting also coincided with a cere- 
mony in which several thousand Hindus 
joined the JP. Gopalganj is the home 
base of Hasina and, before that, her late 
father, Sheikh Mujibur Rahman. 

The new article 2A to be inserted in 
the constitution reads: "The state reli- 
gion of the republic is Islam, but other 
religions may be practised in peace and 
harmony in the republic." 

Ahmed told the REVIEW that the 
constitutional amendment bill was like- 
ly to be passed at the end of the ses- 
sion, some time in early July. He ap- 
peared confident that the opposition 
would not be able to use the bill to 
mount a decisive popular movement 


against the government. 
Sg: BNP and Awami League lead- 
ers publicly expressed their anger at 
the Ershad regime but privately said 
that it would be extremely difficult to 
organise any effective 
movement on such a 
sensitive issue. How- 
ever, Abdur Razzak, 
general secretary of 
the Bangladesh Kri- 
shak Sramik Awami 
League (a breakaway 
group from the Awami 
League), told the 
REVIEW that the pro- 
clamation of Islam as 
the state religion was 
meant “to negate the 
spirit of the libera- 
ton struggle." He 
said: “I think we can 
mount an effective 
movement to force the 
government to with- | 
draw the bill." 




























A well-known poet and agnostic, 
who asked not to be named, told the 
REVIEW: "Jackfruit is our national fruit 
but we are not obliged to eat it everyday 

- . SO let the state religion safely [be] 
tucked in its exalted position. How does 
it matter?" 

Not everyone would agree with the 
poet's views, but at this stage it is dif- 
ficult to assess how an effective move- 
ment against the bill could be launched. 
While most people in Dhaka agree that 
by making Islam the state religion no 
special honour would be shown to the 


country's predominant religion, not | 
many appear ready to risk alienating | 


people by contesting the government's 
move. 
However, a Dhaka-based senior dip- 


lomat told the REVIEW that an Islamic | 


constitution could possibly hurt the gov- 
ernment. He said that a fundamentalist 
could in future question government 
policy on the grounds that it did not con- 
form with Islamic Sharia (law). 


fe  (— While the Islamic 


section of the new bill 
is fast becoming politi- 
cised, the judicial 
amendment seems to 
have been largely ig- 
nored by the main- 
stream opposition who 
had been supporting 
the lawyers’ protest 
against — decentralisa- 
tion of the judiciary. 
However, the presi- 
dent of the Supreme 
Court Bar Associa- 
tion, Shamsul Huq 
Chowdhury, strongly 
criticised the bill and 
said: "The lawyers . . . 
cannot accept the 
amendment." 
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their activities, despite repeated protests 
from Dhaka. India claims that there 
have been more than 50,000 CHT tribal 
refugees living in camps in India for the 
past three years. Dhaka puts the figure 
at about 30,000 and has agreed to accept 
"all bona fide Bangladeshi refugees" 
with proof of their citizenship. Dhaka 
claims that about 8,000 of these refugees 
have already returned to their homes 
and been resettled with government help. 
Dhaka set up the national committee, 
following a high-level Indo-Bangladesh 
meeting last year, to settle the tribal 
issue. Ershad and his government have 
been under increasing pressure from the 
opposition for not tackling the issue with 
New Delhi. An informed source told the 
REviEW that Ershad and his foreign 
minister had to come out openly with the 
conspiracy theory following the in- 
creased rebel activities, which took place 
after a controversial statement issued by 
the Indian High Commissioner in Dhaka, 
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I. S. Chadha, in Calcutta. Chadha said | 
| Chandrasiri Senanayake, who claimed 


that the situation in the CHT was not 


suitable for the tribal refugees to return | 


as they were afraid for their safety. 
Denying Chadha's allegation, 
Bangladesh Foreign Secretary Nazrul 
Islam asserted that the situation in the 
CHT was normal. At about the same 
time Indian state TV showed a documen- 
tary, made some years previously, on the 
CHT situation, apparently to back up 
Chadha’s contention. This was followed 
by the successive attacks by the CHT re- 
bels from India, apparently to provoke 
Bengalis living in CHT to hit back at the 
tribals, cause a fresh exodus and prove 
the Indian contention, the source added. 
The latest development has cast a 
shadow over the two countries’ rela- 
tions, evidenced in New Delhi's failure, 


| despite repeated requests from Dhaka, 


to begin negotiations on renewing the 
Ganga water-sharing agreement which 
expires this month. — S. Kamaluddin 


————————— MN 


| The government 
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makes the 
best of a hoax 3 
By Manik de Silvain Colombo ' 
l n a dramatic move that caught even 
many of his cabinet colleagues by sur- 
prise, National Security Minister Lalith 
Athulathmudali announced on 10 May 
that the Sri Lankan Government had 
struck a deal with the outlawed Janatha 
Vimukthi Peramuna (People’s Libera- 
tion Front — JVP) to end its subversive 
violence. The.activities of the JVP, 
which is comprised of pro-Sinhalese 
Marxists, have cost hundreds of lives in 
southern Sri Lanka since the signing of 
the Indo-Sri Lanka peace accord in July 
1987. ADAM 

The government's ban on the JVP — 
in force since Sinhalese-Tamil. com- 
munal rioting in July 1983 — had been 
lifted, Athulathmudali told a crowded. | 
Colombo news conference where copies | 
of President Junius Jayewardene's . 
gazetted order lifting the ban were dis- 
tributed. The minister said that in re- 
turn, the JVP had agreed to surrender 
its arms by 29 May and return to the 
democratic mainstream. 

Athulathmudali seemed to have 
pulled off a coup which would consider- 
ably strengthen his hand in obtaining 
the ruling United National Party's 
(UNP) presidential ticket should Jaye- 
wardene not seek a third term — a 
possibility the president is considering. 

The articulate, high-profile minister 
gave details of how the secret agree- 
ment had been reached after a month of ° 
intensive negotiation involving himself, 
a mystery man calling himself Krishna 


authority to negotiate for the JVP, and 
Fr Tissa Balasuriya, a Roman Catho- 
lic priest and human-rights activist. 
Balasuriya had long been advocating a 
negotiated peace between the govern- 
ment and the Tamil separatists of the 
north and the JVP. 

Senanayake, whose real name is 
Sugathadasa Chandrasiri, is a Colombo 
| University dropout who did not claim 
any place in the JVP hierarchy. But he 
was clearly familiar with the style and 
substance of the outlawed group, as well 
as with its inner workings. He made 
contact with Balasuriya and was per- 
suaded by the priest that the govern- 
ment and the JVP should negotiate. 

The priest told Athulathmudali that 
the JVP was prepared to talk and put 
the minister in touch with Senanayake. 
Athulathmudali, with Jayewardene’s 
approval, first met Senanayake on 18 





April at the Centre for Society and Reli- 
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gion, an organisation Balasuriya runs 
from the Fatima Church in Colombo. 

There Athulathmudali told Sena- 
nayake that he wanted a letter 
from the JVP leadership authorising 
Senanayake to negotiate, Senanayake 
agreed and later produced a document 
apparently signed by JVP general sec- 
retary Upatissa Gamanayake. The Na- 
tional Intelligence Bureau found the 
signature to be similar to those in their 
files, though a government examiner 
was wary. 

Athulathmudali, who announced 
over national radio that he had held 21 
meetings with Senanayake before the 
purported agreement was reached, said 
that on 9 May Senanayake turned up 
with an agreement bearing the signa- 
tures of JVP leader Rohana Wijeweera 
and Gamanayake. Athulathmudali in- 
sists that Senanayake said he was physi- 
cally present when the document was 
signed by the JVP leaders, but 
Senanayake said later that all his deal- 
ings with the JVP were through an 
intermediary named “Rohan” and that 











he had not witnessed the signing. 

The country was buzzing with news 
of the agreement when the first doubts 
about its authenticity bégan to surface. 
Senanayake's background was question- 
able to say the least. He had been sus- 
pended from university for alleged cheat- 
ing and had once appeared before a Col- 
ombo magistrate on charges of forgery. 


t was also learned that Senanayake 
had previously sought contact with the 
opposition Sri Lanka Freedom Party 
(SLFP) and its leader in parliament, 
Anura Bandaranaike, by falsely claim- 
ing a relationship to — Maitripala 
Senanayake, a senior SLFP member 
| who was often acting head of the Sri 
| Lankan Government during the prime 
| ministership of Anura’s mother, Sirima 
i Bandaranaike. 
| Word of Senanayake’s questionable 
| 
| 
| 
| 


character got to Jayewardene, and the 
president was told that the government 
may have been taken for a ride. 
Jayewardene was said to have replied 
| cryptically that it would be “a very short 





PHILIPPINES 





By James Clad in Manila 
ccusations of impropriety against 
lawyers hardly constitute stop- 
press news in the Philippines: the coun- 
try's most prestigious profession often 
earns poor marks for probity. But since 
late April a dispute involving the coun- 
try's highest tribunal and its most im- 
portant prosecutor has reinforced that 
ambivalent reputation while dampening 
confidence in the government's judicial 
arm. 
On 2 May, Raul Gonzalez wrote to 
President Corazon Aquino offering to 


The letters of the law 


Special prosecutor alleges Supreme Court guilty of impropriety 


27 April (which withdrew the Tanod- 
bayan's jurisdiction over government 
corruption cases) was prompted by 
Gonzalez' investigations of the court's 
"protégés and friends." 

» That up to six court justices had 
pressured him at varying times in favour 
of these friends and to stop investigation 
i of improprieties within the court itself. 
|» That these improprieties included 
an allegedly unethical use by one justice 
of a luxury car and the use in November 
1987 of public funds totalling P70,000 








resign his position of 
Tanodbayan (People's 
Guardian) created by 
former president Fer- 
dinand Marcos in 
1978. The Tanod- 
bayan was given pro- 
secutorial powers to 
charge corrupt govern- 
ment officials in a 
special court, the San- 
iganbayan, created at 
the same time. 
Gonzalez wrote to 
Aquino following a 
vitriolic exchange with 
the 15-member Su- 
preme Court of the 
Philippines. During a 
two-week period Gon- 
zalez charged: 
» That an unfavoura- 
ble court judgment on 
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Gonzalez: influence. 


(US$3,300) to pay pri- 
vate insurance policy 
premiums for 14 jus- 
tices. 

To support these 
charges Gonzalez dis- 
tributed copies of notes 
he had received from 
three Supreme Court 
judges, including Chief 
Justice Pedro Yap. 
The Tanodbayan claims 
these notes, which the 
local press promptly 
dubbed “Dear Raul” 
letters, were intended 
to warn him away from 
investigating people 
close to the court. 

The justices denied 
any such intention. In- 
stead, in a court resolu- 

tion they described 
T,R.LANSNER 
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ride,” indicating his will- 
ingness to reimpose the JVP 
ban if the whole business 
turned out to be a hoax. 
But in the event, Jayewar- 
dene saw advantage in al- 
lowing his earlier, ill- 
founded decision to stand, 
putting the ball in the 
JVP's court. 

A senior ministerial 
source told the REVIEW: 
"The JVP, the opposition 
and even an influential 
section of the government 
has long been demanding 
that the proscription be 
lifted and the JVP allow- 
ed back into the demo- 
cratic mainstream. We 
said ‘yes, but first the violence must 
stop.” They said the proscription must 
be lifted first. For whatever reason, 
the proscription has been lifted and now 
the JVP must demonstrate its own bona 
fides.” 

Meanwhile, Wijeweera denied in a 

















Gonzalez’ statements as “calculated, di- 
rectly or indirectly, to bring the court 
into disrepute, discredit and ridicule, 
and to degrade the administration of 
justice.” They also threatened to cite 
him for contempt. Soon afterwards, 
local newspapers published copies of 
letters Gonzalez himself had sent to a 
wide variety of Philippine officials. 
Gonzalez admitted these were genuine, 
but denied any intention to influence of- 
ficials improperly. 

What, if anything, did the accusa- 
tions and counter-charges mean? De- 
spite high decibel levels, the con- 
troversy seemed another of the un- 
seemly but brief rows which Filipinos 
call ningas cogon — a flashfire over 
jurisdiction. Yet wider political implica- 
tions also hang over the affair, espe- 
cially the damage caused in the post- 
Marcos era to the still-hesitant esteem 
for the legal system. 


or all the knee-jerk prestige 

lavished on lawyers here (the title of 
"attorney" is used extensively), respect 
for judicial institutions has slipped badly 
over the past three decades. This ero- 
sion of trust has many causes, as a report 
prepared before Marcos' fall in Feb- 
ruary 1986 by the influential Roman 
Catholic Bishops’ Businessmen's Con- 
ference acknowledged. It cited incom- 
petent or corrupt judges whose appoint- 
ments depend on loyalty and patronage. 
"Lawyers generally violate the canons 
of professional ethics," said one sum- 
mary of the May 1985 report. 

The malaise goes deeper. Despite 
hundreds of varyingly endowed law 
schools around the country, the quality 
of legal education remains poor. The 
1987 constitution, the country's fifth 
since 1935, finds it necessary to insist 
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letter to the media that anyone had been 
authorised to negotiate on behalf of the 
JVP, and Gamanayake, in a six-page 
statement, insisted that the JVP would 
not have bartered its principles away in 
return for a lifting of the ban. 


Sr Lankan authorities arrested 


that “no decision shall be rendered by 
any court without expressing therein 
clearly and distinctly the facts and the 
law on which it is based." 

Another problem is delay. The 
Philippines is a highly litigious society; 
court calendars are jammed with cases. 
The lack of stenographers in most lower 
courts often explains a judicial tardiness 
rivalling Charles Dickens' description 
of 19th century London's Courts of 
Chancery. 

To be sure, unique provisions in the 
1987 charter require “all cases or mat- 
ters filed [in the Supreme Court to] be 
decided" within two years. Lesser 


periods are mandated for lower courts. 
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The Supreme Court: counter-charges. 











Senanayake, but intensive 
grilling failed to shake his 
story that he had acted 
in good faith, though 
through an intermediary, 
who has not been found. 
The government believes 
the hoax could not have 
been Senanayake's indi- 
vidual effort. One minister 
has suggested that the 
whole scheme was de- 
signed by the JVP to get 
the ban lifted without the 
group having to give up its 
arms. 

While the govern- 
ment's decision to lift the 
ban stands, it continues its 
cordon and search opera- 
tions against the JVP. The JVP's cam- 
paign of violence continues unabated — 
at present against the UNP and United 
Socialist Alliance candidates, who are 
running for seats in the southern provin- 
cial council. Elections are scheduled in 
June. 








But without adequate support staff 
these remain just brave Sha: n The Asia 
Foundation, funded by the US Con- 
gress, gives emphasis to improving the 
legal system; among the 20 projects re- 
ceiving a total of US$181,500 in 1986 
were grants to produce comic books 
called Justice Komiks and to pay for uni- 
versity teaching materials “to promote 
legal literacy." 

Declining autonomy, tenure and, 
some say, quality of the country's 
judges also carry a share of the 
blame. A chief justice's average tenure 
in office has steadily dropped, from 
seven or eight years before 1973 to 

eriods of just a few months. Five chief 
Justices have served since mid-1985, in- 
cluding Yap. Marcos appo Felix 
Makasiar and Ramon Aquino had the 
job for less than four months. 

In contrast to other systems, the 


1985 Marcos 
Claudio Teehankee, then the Supreme 
Court's most senior judge, because his 
dissenting opinions displeased him. 
Teehankee outlasted Marcos and be- 
came chief justice in April 1986. He left 
the job in April this year, at the mandat- 
ory retirement age of 70. 

Teehankee has described every judi- 
cial reorganisation after 1972 as a 
"dud." Wholesale sackings of judges 
happened three times during Marcos’ 
rule: when martial law was imposed in 
1972, after a new constitution in 1973, 
and when 1982 legislation enabled Mar- 
cos to remove droves of judges while 
creating nearly 900 new judicial posts. 
The last "reorganisation" occurred 
when Marcos fell. Another round of 
sackings followed. Jobs also changed 
















hands fast in the Justice Ministry after 
February 1986. 

By accident or design, Aquino has 
been silent during the Gonzalez-Su- 
preme Court row. Gonzalez claims one 
of her presidential orders allows him to 
retain his investigative powers, what- 
ever the Supreme Court might say, but 
she has not ventured a public reply. 
Some see a sign of her wishes in Sol- 
icitor-General Frank Chavez’ motion 
seeking more reasoning behind the 
court’s 27 April decision. 

Whatever the damage to public per- 
ceptions, Gonzalez has seemingly oper- 
ated without reprimand. He told a 
House of Representatives committee 
that he will bring impeachment charges 
against some justices, even if the legisla- 
ture has shied away from giving him a 
legally immune platform from which to 
make further attacks on the court. But 
the mud has stuck: Neptali Gonzales, 
Aquino's first justice minister and now 
an influential senator, said on 3 May 
that the affair "tarnishes the image of 
the Supreme Court and impairs its per- 
formance." 

Amid this uproar the president ap- 
ointed Leo Medialdea as an associate 
upreme Court justice, bringing the tri- 

bunal's numbers back to 15 after 
Teehankee's departure. She also named 
retired Supreme Court justice Conrado 
Vasquez as the "Ombudsman" created 
by the 1987 constitution and swore him, 
and a deputy, into office on 12 May. 

Where this leaves Gonzalez, who 
also carries the word “ombudsman” in 
his title, was unclear though one com- 
mon thread links both men: the 74-year- 
old Vasquez chaired a 1986 fact-finding 
commission into the August 1983 mur- 
der of Benigno Aquino, the president's 
husband. Gonzalez is the special pro- 
secutor in the lengthy retrial of nearly 40 
men accused of the killing. 
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PAPUA NEW GUINEA 


On the move again 


Port Moresby resettles Irian Jaya refugees inland 


By Michael Malik in Sydney 

bout 1,000 Irian Jaya refugees, who 

have been living in a Papua New 
Guinea (PNG) camp near the Indone- 
sian border for nearly four years since 
an abortive separatist uprising, are 
being moved to a new permament set- 
tlement area following reports of border 
clashes involving Indonesian forces and 
Free Papua Movement (OPM) gueril- 
las. 

Despite some initial reluctance on 
the part of the refugees to move 400 km 
inland to the new site, there was no re- 
sistance when the PNG Government 
started a chartered airlift on 1 May from 
the South Blackwater camp outside 
Vanimo on the north coast. After two 
weeks, 700-800 had been moved and the 
rest were awaiting transport, church 
workers in Vanimo said. 

Expectations that large numbers 
would refuse to move or would prefer 
repatriation to Irian Jaya have proved 
groundless, said church officials, who 
observed the move. As far as was 
known, only one or two individuals had 
requested repatriation. But diplomatic 
sources were not discounting the possi- 
bility that some of those still left in Van- 
imo might try to stay. 

Most resistance to the move was 
overcome after representatives of the 
refugees, with the church observers, 
were taken to inspect the new site, East 
Awin, southeast of the interior town of 
Kiunga. The site, about an hour by river 
from Kiunga, already houses about 
1,900 Irian Jaya refugees from adjoining 
districts across 
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the border. The 
previously settled 
refugees, who 
have been in East 
Awin since Au- 
gust 1987, speak 
different lan- 
guages to those 
from Vanimo, 
who are mostly 
| former north 
coastal and urban 
dwellers. 
Isolated East 


Awin is little 
| more than a 
jungle clearing. 


Despite being lo- 
cated on a river, 
there is a short- 
| age of land water 
and the soil is 
poor, say refugee 
workers who have 
visited the site. 
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Irian Jaya refugees at the South Blackwater camp. 











The newcomers 


are given only rough temporary dwellings, 
said a church representative who accom- 
panied the refugees. The first arrivals 
will start building permanent homes 
and preparing ground for planting. 

he PNG decision to move the ref- 
ugees — many of whom are declared 
supporters of the OPM who oppose In- 
donesian rule in what they call West 
Papua — came after reports of an in- 
crease in violence in the border region 
near Vanimo. A violent OPM raid in 
March on an Indonesian transmigration 
settlement at Arso, near the provincial 
capital Jayapura, is believed to have 
triggered an Indonesian retaliatory at- 
tack across the border on an OPM 
camp. 

In Jakarta, a source said the number 
killed during the Arso raid could have 
been as many as 40. The source said 
there has since been another OPM raid 
on another transmigration settlement 
close to the border, though this could 
not be confirmed. 


he PNG Government made a for- 

mal protest on 4 April to Indonesia 
about alleged incursions. PNG troops 
were moved into the area on the same 
day to inhibit any further border viola- 
tions. PNG Defence Minister James 
Pokasui went to Jayapura on 6-8 May to 
talk about the incident with Indonesian 
Defence Minister Benny Murdani. 

Moving the refugees was expected to 
help defuse the tension on the northern 
border, though it might have repercus- 
sions on the Kiunga area, which has 
been relatively free of OPM activity. 
PNG Government officials declined to 
comment on reports that the move was 
at Indonesia's request, but it is common 
knowledge that Jakarta would like Port 
Moresby to do more to restrict OPM ac- 
tivities. It is assumed that some supplies 
to the Vanimo camp were finding their 
way into rebel hands. 

The resettlement plan calls for the 
refugees eventually to become self-sup- 
porting, living on their own farm pro- 
duce and producing rubber as a cash 
crop. They are expected to build new 
boats for transport on the Fly River, 
connecting them to Kiunga. The boats 
would be fitted with outboard engines 
brought with the refugees from Vanimo. 

Diplomatic observers are concerned 
that despite the apparent trouble-free 
start of the transfer, there could be fric- 
tion between the original inhabitants of 
the East Awin camp and the newcom- 
ers, a more urbanised group who might 
not have the background for pioneer 


ing. 
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T he new Shun Tak Centre and Macau Ferry Terminal complex, inciuding the 
870-room Hotel Victoria, is a striking example of innovative building technology. Its 
two Al-storey towers are among the tallest high-rise steel structures in Hong Kong. 
And the Macau Ferry Terminal, designed to handle up to 15 million passengers a 
year, is the world's busiest marine transport facility. The careful blending of function 
and aesthetics by the architect Spence Robinson is complemented with high 
technology lighting from Philips. > Cost-effective lighting that combines excellent 
colour rendition with high light output, yet uses 30% less energy. œ And the integration 
of general and accent lighting enhances the futuristic functional design of this superior 
landmark. >>> In conference centres, too, you will find Philips technology helping 


to create the right environment. > The new Austria Centre in Vienna, with 
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14 conference halls and a total capacity of 9,000, is a fine example. > Up to 4,000 
delegates in the main hall can enjoy perfect conference conditions, thanks to a compu- 
terized directional sound system from Philips. & In two other halls our multichannel 
reverberation systems tailor the acoustics for music, opera, theatre or speech. > And 
to ensure the best in sound and vision, we supplied the Centre's colour TV studio, 
master antenna TV distribution system and staff intercom. ® Lighting, sound and vision 


technologies — perfected by Philips and applied in projects the world over. > 
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The Regal Choice 


Regal is a dynamic, innovative E The Regal Airport Hotel. The perfect 
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for setting impressive standards 
> ; The Regal Meridien Hotel. Hong kong s 
Now in Hong Kong you have a one hotel with a Regal European ambience 
choice of three ideally located 
hotels. Whether you're travelling 
on business or leisure, one is 
exactly right for you 


The Regal Riverside Hotel. The Regal 
stvle of a luxury citv-resort, nestling in the 
foothills of Shatin by the Shing Mun River 
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* A FEW weeks ago, my wife and 
myself were invited to spend a few hours 
(cocktails and dinner) in the company of 


‘some beautiful people, jet-setters, the 


with-it crowd. The summons came from 
billionaire Malcolm Forbes, author of 
pithy savings (a collection of which he 
has privately published), publisher also 
of Forbes Magazine, unreconstructed 
capitalist and — which seemed more im- 
portant at the time — the proud owner 
of The Highlander, a 50-m, US$15 mil- 
lion, ocean-going “yacht.” The vessel 
had already called in on various Pacific 
islands, Darwin, Singapore and 
Bangkok, and was due to sail onto 
Tokyo and Shanghai, where Deng 
Xiaoping’s son was to be welcomed 
aboard (curious how ultra-capitalists — 
like the late Lord Thomson and Ar- 
mand Hammer — seem to get on well 
with Marxists). 

.. The invitation was accompanied by 


| all the PR material on the vessel — in- | 
cluding the fact that it sported on its af- 
terdeck a helicopter (named "Capitalist 


Tool") and two inexplicable Harley- 
Davison motorcycles (do they ride 
round the desks on them?). 
€ WE walked, self-conscious in even- 
ing dress, through the wharf area, 
past a wailing Disneyland Scots piper 
and up the gangplank, via the out- 
stretched welcoming palms of a bunch 
of billionaires, down into the reception 
rooms. These were decorated with bits 
and pieces from the hands of such artists 
as Toulouse Lautrec, plus items of 
woodwork from the Titanic and Queen 
Victoria's royal yacht. In a glass cabinet 
reposed models of the four or five vessels 
which preceded this latest extravagance. 
Wild-eyed, we searched the guests 
for faces we recognised (a cynic's views 
would have been confirmed: the greater 


the wealth, the more beautiful the | 


women). There were few (recognisable 
faces, that is). Elizabeth Taylor was no 
longer on board, I noted with some re- 
lief, having hideously mismanaged our 
only previous encounter, when I dis- 
canted on the multifarious advantages 
of Welsh husbands, she then having 
twice divorced Richard Burton and 
being married to an American senator. 
She had gone off to extract funds from a 
Japanese billionaire for the charity she 
has, again inexplicably, espoused — the 
aid-the-AIDS-victims cause — and to 
make some TV shows. 

One recognisable face was that of 
Mark Thatcher. He proved to be an un- 
impressively gauche young man who, 
asked by another journalist if he would 
consent to be photographed said that 
permission should first be granted by his 
host. He also made some unforgivable 
deprecating remarks about his mother 
(without whom, one supposes, he 
would never have been on board this 
Ship of Fools, nor accompanied by his 
rich and beautiful American wife). 





€ AS we floated round the harbour, 


eating the buffet and holding conversa- 


tions not remarkable for much wit or 
originality (certainly I was also to 
blame: the environment did not encour- 
age any eccentricities apart from the 
owner’s own), I found myself wonder- 
ing, as during other fleeting contacts 
with the lifestyles of the rich and 


famous, why invitations to such jaunts | 


were held to be so socially desirable. We 
were here because we were here be- 
cause we were here. And why do the 
rich have this mania for yachts, spend- 


ing millions of dollars in an attempt to | 


convert a boat into an approximation of 
a luxurious apartment on dry land? And 
why do inland or internal revenue au- 
thorities accept such vessels as tax write- 
offs (after all, would such a voyage or 
the entertainment held on board really 
persuade anyone to take out a subscrip- 
tion or buy a page of advertising in such 
a magazine? Just the opposite, I would 
have thought)? 

€ THE evening reminded me rather 
vividly of a couple of the most brilliant 
chapters in Tom Wolfe's latest and most 
impressive book, The Bonfire of the 
Vanities (several New York friends con- 


firmed that this is the best novel ever | 


about their city). It charts the downfall 
of a US$1m-a-year yuppie bond dealer, 
a WASP crunched between the urban 


jungle's ethnic forces personified by | 
| that the Singapore branch of a Japanese 


Irish policemen, a Jewish lawyer. a 
Black demagogue and his girlfriend 
Maria, the catalyst for the tragedy 
coming in the form of a manipula- 
tive, manipulated, drunken, British 
journalist. As his world crumples 
around him, the WASP anti-hero is 
dragged by his wife to a couple of dinner 
parties thrown for the Beautiful People 
— two brilliant bits of writing which en- 


tirely encapsulate the fatuous narcis- | 


sism of such social posturing. 

Sherman, the bond dealer, listens 
cynically to the peals of social laughter 
surrounding him, the Hack, hack, hack, 
of his hostess, the Haw, haw, haw of a 


| redneck opera star, the Hee, hee, hee of 


a financier, the newly acquired Hock, 
hock, hock of his own wife in partial im- 
personation of the hostess. . . The faces 
were all white; there were no men under 
40. 

"The women came in two varieties. 
First, there were women in their late 
thirties and in their forties and older 
(women ‘of a certain age"). all of them 
skin and bones (starved to near perfec- 
tion). To compensate for the concupis- 
cence missing from their juiceless ribs 


and atrophied backsides, they turned to | 


the dress designers. This season no 
puffs, flounces, pleats, ruffles, bibs, 
bows, battings, scallops, laces, darts. or 
shirs on the bias were too extreme. They 
were the social X rays, to use the phrase 
that had bubbled up into Sherman's 
own brain. 


| 
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| spotted by Rex Been in the Canberra 
| Times in a special supplement devoted 





"Second, there were the so-called 
Lemon Tarts. These were women in 
their twenties or early thirties, mostly 
blondes (the Lemon in the Tarts), who 
were the second, third and fourth wives 
or live-in girlfriends of men over forty or 
fifty or sixty (or seventy), the sort of 
women men refer to. quite without 
thinking. as girls. This season the Tart 
was able to flaunt the natural advan- 
tages of youth by showing her legs from 
well above the knee and emphasising 
her round bottom (something no X rav 
had). What was entirely missing from 

... Was that manner of woman who is 
neither very young nor very old, who 
has laid in a lining of subcutaneous fat, 
who glows with plumpness and a rosy 
face that speaks, thout à word, of 
home and hearth and hot food ready at 
six and stories read aloud at night and 
conversations while seated on the edge 
of the bed, just before the Sandman 
comes. In short, no one ever invited . . . 
Mother.” e en 

The evening does not prove to be a 
social success for Sherman, but at a 
similar party later on when he is being 
pilloried in the press and disgrace is star- 
ing him in the face, he finds himself the 
life and soul of the party. Lovely stuff. 
€ AS the pressures. mount on. the 
novel's anti-hero, his values change. 
Perhaps it was with such a person in 
mind in these days of unstable markets 
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€ THIS month's best misprint was. 


to the recent opening by Queen 
Elizabeth of the Australian capital's 
new Parliament Building. One item fea- 
tured the huge flag pole atop the build- 
ing, which promises to join Ayers Rock, 
the kangaroo and Sydney Opera House 
as a national symbol. [t took a little 
more than four months to put the flag 
pole up. but the printer's devil had a 
handinit... 


( Thenüfacumrea M syuney anu 
to the site for erection in section sup to 
38 metres long. 
l Erection took a little lover four 
months once the extensive scaffolding 
had been prepared for the assembly 
process. Lifting the section required 
windless conditions, while for the criti- 
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Compaq Computer computer in its class. 
Corporation are no 
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We achieved the highest first- performance leader 
year sales of any company in 
American business history. In Performance leadership is 
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other company. Now, after com- sonal computer technology 
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reached annual sales of over US being first to tap the 
one billion dollars. And again, we power of the Intel 
achieved this mark faster than 80386 microprocessor 
any other company in history. with the COMPAQ 
While these achievements are DESKPRO 386. Then, 
helpful in charting a company's just a year later, we 
progress, the real story behind were first to advance 
this success is COMPAQ per- 80386 technology, not 
sonal computers. Together, once but twice, with 
they represent the the 20-MHz COMPAQ 
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puters in the world, offering your investment in industry- 
.system performance that rivals standard hardware and the 
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Compaq minicomputers. world's largest library of busi- 
was first 
pred ness software. Moreover, we 
and advance 80386- * e " $ 4 3 ; 
based personal computing. Building bridges design our machines rà exploit 
and enhance 
performance line of personal With each new capabili- 





computers in the world. Indi- innovation, J ties. Compaq 
vidually, each has been singled Compaq options such 
out by industry experts and pushes the as VGA 


‘Based on an independent survey of 209 FORTUNE 1060 companies. 
"Tests conducted with Power Meter Version 12, a software product of The Database Group. Index based on a scale that rates the IBM PC/AT" as 1. Intel is a trademark of Intel Corporation. 
COMPAQ" COMPAQ DESKPRO 386° and COMPAQ DESKPRO 286° are registered trademarks of Compaq Computer Corporation. “Registered U.S. Patent and Trademark Office. 





It simply works better. 


* HONG KONG, |Microware USA Ltd., Phone: 5-471289, Telex: 89586 * INDONESIA, EMKOM, Jakarta, Phone: 21-6000078/85, Telex: 63651 
* MALAYSIA, Microcomputer Centre, Kuala Lumpur, Phone: 03-7188332, Telex: 37830; Penang, Phone: 04-372362; Ipoh, Phone: 05-507317 
* PAKISTAN, Computer Graphics & Systems, Lahore, Phone: 042-871546, Telex: 47001; Karachi, Phone: 021-440368, Telex: 23902; Islamabad, 
Phone: 051-811735, Telex: 54002 © PEOPLE'S REPUBLIC OF CHINA, Computerland China, Beijing, Phone: 5128330, Telex: 211161; Computerport, 























graphics, 3!/»-inch drives and 
the new MS Operating 
System/2 are just a few exam- 
ples that set us apart. 


A better handle on 
computing 


In portable personal comput- 
ing, we've long been recog- 
nized as the world leader. 
From our first portable to the 
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situations. This 
attention to detail 
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us the highest qual- 
ity ratings from 
industry experts. 
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A funny thing happened 
on the way to democracy 


By Mark Clifford in Seoul 


&6 f» hairman, the workers are threat- 
ening to go on strike," whimpers 
an unseen executive. The camera pans 
across a posh corporate suite, then 
zooms in on Kim Hyon Gun, playing the 
head of a mythical South Korean busi- 
ness group. "Then make them work 
harder," barks the chairman. "That will 
make them forget about striking." 

South Koreans have never had an 
easy time laughing, especially at them- 
selves, but as boom times come to South 
Korea and the government relaxes its 
Obsessive control over culture, social sa- 
tire is flowering. "The cultural level of a 
country can be judged by its comedy. 
And I am a pioneer of the democratisa- 
tion of [South Korean] comedy," boasts 
Kim, star of a popular and sometimes 
controversial TV show, as well as the 
new movie Chairman, Our Chairman. 

Under former president Chun Doo 
Hwan comedy was serious business, and 
poking fun at the South Korean presi- 
dent was regarded as an anti-state act. 
But if, indeed, comedy reflects a coun- 
try's cultural and social development, 
the face of South Korea is changing. 

In contrast to Chun, President Roh 
Tae Woo said shortly after his election 
that, “no subject will be sacred when it 
comes to entertainment. . . I don't mind 


RELIGION 





being the subject of 
a comedy," adding 
that entertainers 
who supported 
opposition  politi- 
cal candidates 
should not be dis- 
criminated against. 
The more relaxed 
Roh is the butt of 
"ordinary man" 
jokes, reflecting 
his campaign 
theme that he was 
a potong saram, or 
ordinary man, un- 
like his predeces- 
sor. 

During Chun's 
administration 
comedian Lee Chu Il, who resembles 
Chun, was banned from the air for a 
time. “When I looked at Lee Chu II I 
didn't know if I was laughing because 
this comic looked like my president or 
because my president looked like this 
buffoon," says a government employee. 
And, in fact, it is only since Roh's elec- 
tion that Lee has been permitted to per- 
form without wearing a toupee, which 
distinguished him from the bald Chun. 

Thin skins have no respect for party 











South Korea students find 
an old set of beliefs 


By Charles Lee in Seoul 


magine a nation facing the threat of 

foreign domination while dissent from 
within tears away at its internal stability. 
Then imagine a man, claiming he is the 
incarnation of god, spreading a message 
of hope and salvation which will lead 
mankind to paradise. 

This is not the coming of Christ. It is 
the story of a 19th century Korean mes- 
siah whose teachings have attracted 
some 650,000 adherents to an indigen- 
ous religion called Cheungsando. 

And now, Cheungsando has become 
chic among some college students keen 
on reclaiming their pure Korean herit- 
age. During the 1980s, it has steadily 
gained converts, mostly through the 
evangelical work of Cheungsando-ka — 
one of the some 30 Cheungsando sects. 
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Last year, these students first drew pub- 
lic attention when they staged a series of 
the traditional Chunje rites on campuses 
to honour the "supreme being." 

Unlike some of their peers who are 
happier burning the effigies of President 
Reagan, the student faithful at the 59 
universities with Cheungsando-ka clubs 
are apolitical. According to believers, 
Cheungsando seeks a new beginning, as 
opposed to the activists who are after 
temporary relief from present ills. 

Yet the fact that a relatively small 
and quirky native religion can attract a 
following among the normally sceptical 
students shows that there is another side 
to the face of South Korean nationalism 
than students burning effigies. 

Founded more than 100 years ago 





Kim Hyon Gun: an uproarious chairman. 








boundaries, and 
the opposition 
does not like being 
the butt of jokes, 
either. When com- 
edian Kim Byung 
Cho, appearing at 
the ruling party's 
convention last 
year, made a pun 
on the Reunifica- 
tion Democratic 
Party's name, liken- 
ing the party to 
something painful 
to the country, op- 
position protests 
prompted the gov- 
ernment to ban 
Kim for a short 
time from televi- 
sion. 

The new spirit 
of tolerance has left 
more room to work 
for comedians like 
Kim Hyon Gun and 
anew generation of 
comics who'are more willing to poke fun 
at South Korean business, politics and, 
more gingerly, cultural traditions. The 
handful of *gagmen" — who borrow 
from Western styles to distinguish them- 
selves from the older slapstick come- 
dians — play at clubs around Seoul and, 
increasingly, on television. 

The gagmen are trying to escape the 
legacy of buffoonery which has typified 
Korean comedy and they are also rebel- 
ling against state-sponsored slapstick 
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during the tumultuous last days of the 
Chosun Kingdom by Kang Il Sun (1871- 
1909), Cheungsando seems to have cap- 
tured the hearts of the students because 
its tenets endow their passionate na- 
tionalism with what amounts to a holy 
blessing. A religious visionary who 
sought a new moral principle to guide a 
peers in confusion, Kang claimed that 

e was one and the same with the su- 
preme being and had personally sent 
Buddha, Confucius and Jesus Christ to 
foretell his own coming to make perfect 
man and the world. 

Why did he choose Korea for the 
occasion? The explanation rests on 
Cheungsando's unabashedly chauvinis- 
tic and highly debatable account of an- 
cient history. According to the faithful, 
all major cultures on earth today take 
root from one father civilisation which 
flourished more than 10,000 years ago 
in central Asia. Led by saints who dis- 
cerned the truth, the people practised a 
religion called Shingyo, or the worship 
of the supreme being. 

While other subsequent cultures 
evolved Buddhism, Confucianism and 
Christianity — all variations of Shingyo 
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humour which has been used to hammer 
home social lessons: lessons like hus- 
bands should not gamble away their 
earnings in card games; businessmen 
should not cheat customers, and Ko- 
reans should beware of using Japanese 
and English words. 

Political cartoonists have sharpened 
their quills since the political climate has 
thawed, lancing politicians, from Kim 
Dae Jung and Kim Young Sam to Chun 
and Roh. A cartoon that would have 
been unthinkable even two months 
ago showed a bald-headed man from the 
back saying: “Cancel the airport wel- 
coming party,” a dig at Chun, who was 
travelling abroad when his brother was 
arrested at the end of March ona variety 
of corruption charges. 

Kim Seong Hwan, a cartoonist for 
the Chosun Tibo who is the dean of 
Seoul’s political cartoonists, has led the 
pack of cartoonists, ridiculing the pre- 
sumed involvement of the Agriculture 
and Home Affairs ministries in the scan- 
dal involving Chun's younger brother. 
And after a recent bus accident that kill- 
ed nearly two dozen people, Kim lashed 
out at penny-pinching bus company 
owners for using bald tyres, which were 
a major factor in the crash. 

Comedian Kim Hyon Gon's themes 
are also taken from the daily news- 
papers and TV news clips. Chairman, 
Our Chairman, which was shot during 
last year's presidential election cam- 
paign, spoofs election bribery — but 
only indirectly, as the chairman tries to 
bribe a group of pre-pubescent school 
children in an effort to secure his step- 
son's nomination as head of his elemen- 
tary school class. Corporate price-fix- 
ing, election bribery and violence, and 








— South Korea has preserved 
the worship of the supreme 
being in its original form, be- 
lievers say. It was, therefore, 
to reward this unwavering de- 
votion that Korea was chosen. 
It follows from this that true 
salvation is tantamount to 
seeking the lost truths of the 
"Bright Nation" (or tradi- 
tional Korean culture, by im- 
plication). 


M of these religions, 
some of which are better 
known than Cheungsando 
(for instance, Chondogyo or 
Tonghak, Tangungyo, Won- 
bulgyo), sprang into existence 
towards the late 19th century as a 
remedial response to the crumbling 
of traditional values which was the 


result of the influx of Western thought. 
Thus, they share many similar charac- 
teristics: exalting accounts of Korean 
history, beliefs in a native-born saviour 
and the expectation of a new era domi- 
nated by Koreans, are typical. In 
other words, they were uniquely Ko- 


Worshippers at a 


mismanaged labour relations — the stuff 
of everyday news — are all mocked. 

But Kim is clearly trying to go 
beyond the day's headlines. His real 
target is the nouveau riche, the class 
that has swelled on the back of South 
Korea’s economic boom, who are both 
envied and loathed by South Koreans. 
Kim’s chairman is henpecked and 
clearly incompetent, served by sy- 
cophants forever plotting his downfall 
yet afraid to act out of respect for the 
boss' authority. 


he chairman's corporation seem- 

ingly produces nothing, and its only 
mission is to compete with a rival business 
group, while the chairman's attitude to- 
wards labour relations teeters on the 
edge of criminality. Isn't this a subver- 
sive message in South Korea, poking 
fun at captains of industry? “No, I’m 
just trying to show that tycoons are 
human beings, too,” says Kim. 

Yet Kim Hyon Gun's message is 
grating enough that the powerful Feder- 
ation of Korean Industries (FKI), the 
country’s pre-eminent business lobby 
group, complained to officials at the 
state-run Korea Broadcast System 
(KBS) in an attempt to get him to tone 
down his message — or take him off the 
air altogether. Among other things, the 
FKI did not appreciate the gusto with 
which workers in offices around the 
country were imitating Kim's flun- 
kies. "Chosumnida" (“excellent”), the 
trademark response of the chairman’s 
sycophants to his harebrained schemes, 
was picked up by salarymen around the 
country, clasping their hands in mock 
salutes to their bosses. 

The FKTI's attempted censorship was 





unsuccessful, but Kim says there are still 
limits to what he can do, especially in his 
television sketches. The censors at KBS 
are touchy about direct comments on 
the political situation and they have im- 
posed PE of restrictions that 
prohibit Kim from poking fun at certain 
professions, including doctors, pharma- 
cists and the clergy. Moreover, Kim is 
also not allowed to do any spoofs on 
death on the TV programme. 

Perhaps out of pique at the censors, 
the penultimate and most successful 
scene in Chairman, Our Chairman, 
however, is the chairman's death. Rela- 
tives, the doctor, and the chairman's 
subordinates jostle for control of the 
chairman's signature chop and his body, 
in an effort to secure control of the busi- 
ness group after his death. 

Control of South Korea's large busi- 
ness pp. or chaebol, is still vested in 
the hands of their ageing founders, 
whose death often raises succession 
problems, especially if there are ques- 
tions about the eldest son's compet- 
ence to take the job. During the filming 
of Chairman, Our Chairman, Samsung 
founder Lee Byung Chul died, leaving 
his third son in charge of the country's 
largest business group and a legacy that 
has not been completely resolved more 
than five months later. 

However, while the new generation 
of gagmen would like to go beyond the 
slapstick humour that has characterised 
South Korean comedy, their underlying 
theme is that the system works. It would 
be a mistake to imagine that this is the 
biting humour of alienated, bitter out- 
casts. As the chairman says: "Feel- 
ing down? Don't complain. Become a 
chairman!" 






shadow of the West? 

To the foreign eye, all this 
may seem rather cult-like and 
xenophobic. But to these 
South Koreans, Cheungsando 
and other native religions 
provide an outlet for centuries 
of bitter memories of a history 
checkered with foreign domi- 
nation and internal division. 
"Most people think Korea 
is an insignificant nation," 
says a Yonsei University faith- 
ful. “But through Chueng- 
sando, I found that we have a 
history and ideas which are 
worthy." 

Regardless of the student 





rean responses to uniquely Korean 
problems. 

Indeed, just like a century ago, many 
South Koreans are once again sensing 
threats from foreigners all too eager to 
have a piece of them. In addition, lib- 
erty from material concerns are lead- 
ing many students to ask: why must 
South Korea remain a cultural mid- 
get, constantly labouring under the long 





faithful’s assertion that they 
are a breed apart from the student ac- 
tivists, staging Chonje rites and street 
demonstrations against "Yankee im- 
perialism" are in fact mirror images of 
one another. Both attempt to 
heal South Korea's wounded ego; for 
South Koreans still have trouble recon- 
ciling their often tenuous history with 
their indomitable sense of self-import- 
ance. o 
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At times, container transport may appear 
menacingly mechanical. In port, giant ships 
and towering container cranes dominate the 
horizon, moved, it almost seems, by an unseen 
hand. 

Yet no matter how far containerization 
evolves, there will always be scope for the 
human touch. Such as for seasoned profes- 
sionals: people who know the sea and the 
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| Schools without teachers, 
| Students without books 


By Murray Hiebert in Ho Chi Minh City 
guyen Hong Chien is a school prin- 
~ cipal in the remote highland pro- 
vince of Dac Lac. Last June, he gave 
| this description of school conditions in a 
magazine called Tien Phong (Van- 
guard): “For nearly two months, the 11 
teachers of the Nguyen Ba Ngoc School 
have corrected lessons and entertained 
guests on a rice winnowing basket tem- 
porarily borrowed from the people. At 
night, everyone uses a winnowing bas- 
ket for a bed. The school has . . . no 
desks, chairs or beds for the teachers." 

Education in Vietnam, which made 
giant strides during the country's revo- 

;lutionary wars against France and the 
- US, has suffered serious reverses since 
. the communist victory in 1975. During 
"the decades of war, guerillas taught mil- 
lions of illiterate people to read, but 
Vietnam's economic nosedive and 
population explosion during the 12 
years of peace have caused a critical de- 
cline in the quality of education. 

Vietnamese leaders have generally 
tolerated freer speech and more public 
criticism since a communist party con- 
gress in late 1986, but officials in the re- 
mote province of Dac Lac were not 
pleased with the principal's article. Two 
weeks after Chien's article was pub- 
lished, the magazine's editors received 
an urgent telegram. 

"On a return visit to Nguyen Ba 
Ngoc School, I was arrested by the vil- 
lage [communist] party committee for 
writing an erroneous article," the prin- 
cipal cabled. "The teachers are pre- 
sently sleeping on student desks and not 
on winnowing baskets. Send someone 
down immediately. Hong Chien." 

Teacher demoralisation is one of the 
biggest problems facing education in 
Vietnam. Lao Dong, the trade union 
weekly, reported last summer that 
10,000 teachers in the south, out of 
about 800,000 nationwide, quit their 
jobs during the first half of last year. 

Teachers in Ho Chi Minh City earn 
only Dong 8,000, or less than US$5, a 
month. Most say they have to find sec- 
ond jobs, leaving them little time to pre- 
pare lessons or improve their teaching 
skills. Teachers used to hold honoured 
positions in society, but now teacher 
training schools are having a hard time 
attracting students, Truong Thi Hong, 
director of the Education Department 
in Ho Chi Minh City, said in an inter- 
view. 

Parents complain that teachers re- 
fuse to teach important lessons during 
school hours, but save them for tutoring 
sessions after class when they charge 


extra fees. Most of Vietnam’s 15 million 
students attend school only for half a 
day because of overcrowding. More than 
700,000 students in Ho Chi Minh City 
study in two shifts and another 35,000 
first to fifth grade pupils go to school 
from 7 to 9 in the evening due to lack of 
space. 

Officials estimate that 80% of Viet- 
namese young children attend school, a 
figure considerably higher than that of 
most developing countries. However, in 
ethnic minority areas less than 3096 of 
the children attend school. An esti- 
mated 120,000 pupils enter first grade in 
Ho Chi Minh City each year, Hong says, 
but only 40% will complete high school. 

Educators complain that the quality 
of students has deteriorated since the 
end of the war. A recent Saigon Giai 
Phong article reported that 37% of stu- 








"Pupils are not as enthusiastic as they 
were in the past," Hong said. "What do 
they study for?" she said. "It's a com- 
mon problem that they can't find jobs 
after they graduate." 

Officials say that at least a third of 
the 1 million students who graduate 
each year have little chance of finding 
jobs. Hanoi’s Deputy Mayor Nguyen 
Mai said the city can provide work for 
only 38,000 out of 62,000 young people 
entering the job market each year. He 
believes another 10,000 will find jobs in 
the private sector. 


ducators also criticise the country's 
curriculum, saying it is inappro- 
priate for Vietnam's level of develop- 
ment. Vietnam began reforming its cur- 
riculum in 1981 in an attempt to put 
greater emphasis on vocational training 
and technical and scientific knowledge. 
But the new curriculum ran into 
problems. Seventh grade students 








| Crisis in the classroom. LOMRERUULER 
dents are "weak and substandard." 





found the new math books introduced 
last autumn much too difficult, prompt- 
ing widespread complaints from parents 
and teachers. The Ministry of Educa- 
tion was forced to suspend the reforms. 
pending an evaluation of the new educa- 
tional materials. aS 
Officials blame many of their eduea- | 
tion problems on the country’s ailing 
economy. Even though Vietnamese 
teachers are poorly paid, three-quarters 
of the government's education budget is 
absorbed by salaries, officials say. To- 
tackle the education crisis, the govern- 
ment has made two changes which 
would have been considered heresy by. 
the communist leadership a decade ago: 
school fees have been introduced and 
teachers have been allowed to set up - 
private classes. Parents in Ho Chi Minh: | 
City are expected to contribute a fee. 
equivalent to 1 kg of rice (about Dong ^ 


300 or less than 20 US cents) a month for. | 


each child in school. 

Schools are encouraged to find crea- 
tive ways to make money. The agricul- 
tural university in Can Tho in the south- 
ern Mekong Delta has set up several 
construction and transport companies 
which finance its operations. 

The government has also legalised 
what it calls a "B system" of educatión 
for secondary students who fail en- 
trance examinations to the 10th grade. 
Under this system, separate classes, fi- 
nanced directly by parents, are set up by 
teachers for students who do not qualify 
for state-run secondary schools. 

A similar system has also been intro- 
duced at Hanoi University. Students | 
who do not pass the university entrance. 
exams can take college courses if they 
pay school fees totalling about Dong. 
2,000 (US$1) a month. However, the: 
state will not help these students find 
jobs as it does for students who qualify 
for government scholarships. db 

Children of war veterans and gov- | 
ernment officials get first priority in get- 
ting places in universities — and schol- 
arships to study abroad, particularly in 
Eastern Europe. “This is unavoidable,” 
says Vu Can, the editor of Vietnam 
Courier, an English-language monthly. 
"The working people and peasants had: 
their children go to the battlefield. After 
the war, we must do something for 
them," he explained. 

But parents and students in Ho Chi 
Minh City complain that nepotism is 
often more important than academic 
ability in selecting university students. 
Last year, a magazine exposed the case 
of talented student in Nghia Binh pro- 
vince in central Vietnam who passed the 
university entrance exam three years 
running, but was rejected each time bee: 
cause local officials gave priority to.their 
own children and those of their friends, 

"They promised they would take 
care of education and health,” said : 
parent who had supported the commu. 
nists. "But now the services.are petting - 
worse and we're expected to pay." gy | 











Local trade strength. Global 





support. 








From Toronto to Tokyo. From Chile to 
China. Introducing a Thai silk manufacturer 
to a New York designer. HongkongBank is 
a world leader in trade finance. 


Our member companies have long histories 
in their markets, in some cases extending over 
100 years. With generations of experts, 
providing an unmatched knowledge of local 
market pitfalls and trading opportunities. 


To support this local strength, the group’s 
1,300 offices in more than 50 countries are 
linked by our private Global Data 
Network. And by Hexagon, which allows 
you to raise and monitor letters of credit 
from your office, electronically. 


For more information, contact your nearest 
office of the HongkongBank group. 


The local expertise to make fast decisions 
on trade finance. Plus global support. That’s 
our strength. 


( 
HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank of Canada 


Wardley * James Capel * CM&M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1987 
EXCEED US$107 BILLION. 























[i BOOKS 














KOREA 


. Parallax Press, Berkeley. US$12.50. 


"Phere is surprisingly little available 
wii in English about Korean Zen, and 
with the Seoul Olympics beginning in a 
“few months this comprehensive volume 
| on Korean Buddhism is certainly timely. 
^... Visitors to South Korea will have the 
‘opportunity to glimpse what is now 
. the world’s stronghold of Mahayana 
Buddhism. (Chinese and Vietnamese 
Buddhism have fared poorly under 
communist rule.) In the 








| Homage to the hermit monk 


- Thousand Peaks Korean Zen: Traditions and Teachers by Mu Soeng Sunim. 


Dhyana.) Many Japanese temples are 
museums, where employees take ad- 
mission fees and sell postcards. Others 
are residences, where superstitions are 
rife. The concept of married Buddhist 
clergy originated in Japan, where 
Mahayana precepts have been dis- 
pensed with so that priests eat meat and 
drink alcohol. 

During Japan's occupation of Ko- 
the Japanese at- 





heart of Seoul, hambok- 


clad laywomen circle the 
Buddha relic stupa at 
Chogye-sa. In mountain 
hermitages, solitary 
monks chant the heart 
Sutra to a cuckoo's coun- 
terpoint. | Everywhere, 
Korean Buddhist devo- 
tion is striking and pro- 
found. 

Comparisons with 
Japan are inevitable. 
(Even the word Zen is Ja- 












2 tempted to subvert Ko- 
i At a 
$meeting in 1937, Zen 
= Master Mang Gong sud- 
£denly struck the table 
ž with his fist and gave out a 
deafening Zen shout: 
Katz. Addressing the 
shocked governor and ab- 
bots, he continued: "For 
what reason should Ko- 
rean Buddhism follow Ja- 
panese Buddhism? Any 
person who forces the 





menical tradition in Asia, Korean 
Buddhism remains a veritable reposit- 
ory of ancient Chinese Buddhism, but 
with a unique Korean flavour. 

During the Yi dynasty, harsh perse- 
cutions by Confucianists threatened to 
destroy Korean Buddhism. The author 
credits its survival to the tenacity of the 
hermit monks who kept the practice 
alive and to Korean women, especially 
the queens and royal concubines, who 
maintained their devotion to’ Buddha 
despite the hostility of their own menfolk. 

The 1,600-year history: of Korean 
Buddhism is replete with stories of bril- 
liant and original, but. unpretentious, 
teachers. These vivid anecdotes are an 
integral part of the Zen tradition. One 
such story, frequently seen in paintings, 
relates the enlightenment of Won Hyo, 
a 7th-century monk and towering figure 
in Korean Buddhist history. On his way 
to China, Won Hyo once woke up at 
midnight, very thirsty. Groping in the 
dark, his hand touched a cup full of 
water and he drank deeply. It was deli- 
cious, and he bowed in gratitude to 
Buddha. f 

The next morning, he discovered 


that he had drunk from a blood-caked |. 




















formed sects devoted to a single sutra, 
subdividing even within Zen, Koreans 
were syncretic. Boasting the most ecu- 








panese. South Koreans monks to break their pre- | skull. Nauseated, he vomited, but 
pronounce it as Son, d cepts will go straight to | simultaneously his mind opened. "Ah;". 
Chinese say Ch'an and in SIS hell." he said to himself, "thinking makes 
Sanskrit the word is |South Korean view of Budda, Whereas the Japanese | good and bad, life and death. And with- 
EMPLOYMENT 1987 — more than in the past 10 years combined — were an 





Those labour pains 


Min-Ju No-Jo: South Korea's New Trade Unions. Asía 
Monitor Research Centre, Hongkong. US$40 institutions/ 
US$20 individuals for annual subscription. 


n international money manager last spring challenged 

me to write about South Korean labour. “Your article 
wouldn't be more than a paragraph long," he joked. Con- 
sidering how little has been written on this subject, especially 
in English, the man's ignorance was understandable. 
But as South Korea edges towards democracy it is also 
dangerous. 

The little English-language material on South Korean la- 
bour that exists is largely limited to academic exercises that 
skilfully describe policy reforms and the impact of wage struc- 
tures on macro- and micro-economic performances, but are 
not about workers and working life. Human-rights reports by 
groups such as Amnesty International and Asia Watch have 
mostly been the only reliable sources on the labour movement, 
but they have naturally focused on human-rights violations 
rather than the movement as a whole. 

Min-Ju No-Jo attempts to fill the gap. The book ambiti- 
ously tries to cover everything from a history of the labour 
movement and the structure of labour law to a reassessment of 
the Confucian work ethic. Almost half of the volume is de- 
voted to chronicling the wave of strikes that swept across 
South Korea last summer and to making a preliminary assess- 
ment of their impact. 

For anyone who imagines that the 3,000 or so strikes in 


aberration, this book goes a long way towards putting the 
country's labour movement in a broader historical sweep. Its 
thumbnail sketches of three of last summer's strikes, complete 
with descriptions of company executives “kneeling down in 
front of the workers in disgrace," portrays the bitterness of 
South Korea's labour relations in a way government-spon- 
sored academics never will. 

While the volume contains a wealth of valuable material, 
too much of it is clearly a cut-and-paste job from local news- 
papers and little-known articles from the small body of pro- 
union material in Korean and English. Because so much of it is 
derivative and because the editors’ sympathies clearly lie on 
the Left, the book, unfortunately, cannot be regarded as a 
completely reliable reference. 

The editors dismiss the government-sanctioned Federation 
of Korean Trade Unions (FKTU) too simplistically and put an 
inordinate amount of faith in the new democratic unions. The 
failings of these unions are invariably ascribed to government 
repression rather than internal sources of weakness. On the 
other hand, the FKTU is simply dismissed as “yellow” without 
an attempt to understand the dynamics of an organisation 
which is sanctioned by the state but whose goals are anathema 
to the ruling party. 

The section on women and labour is an adequate introduc- 
tion to the important, and often ignored, role that women 
have played in South Korea's labour movement. Surpris- 
ingly, the editors pass up the opportunity to underscore the 
frequent beatings and harassment that young, unmarried 
female production workers, who have led a number of impor- 
tant strikes, have received at the hands of mid-level male man- 
agers for their roles in union organising. ~~ Mark Clifford 
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out thinking . . . all is one, and this one is 
empty.” 

A remarkable number of Korean 
Zen teachers entered temples as small 
boys. Monasteries offered work, food, 
education and freedom. Many were or- 
phans. Zen Master Hyong Ho, how- 
ever, had sought shelter in a temple with 
his mother because of their extreme 
poverty. Korean temples still house or- 
phans or destitute children. 

Zen Master Hyech’ol (785-861) left 
home at 15 to become a monk. When he 
arrived in China on a ship carrying con- 
victs, he was mistaken for one himself. 
Although he claimed to be a monk, he 
was thrown into prison anyway. The 
local magistrate decided to decapitate 


30 of the convicts as a warning. One by 
one the prisoners were taken away, but 
Hyech’ol continued meditating. Ob- 
serving this peculiar behaviour, the 
magistrate finally decided that Hyech’ol 
was indeed a monk. Set free to continue 
his journey, he showed no more emo- 
tion at being saved than he had shown at 
the prospect of impending death. 

Not all the stories, however, are an- 
cient history. Hyo Bong graduated from 
Japan's prestigious Waseda University 
and became a judge in the High Court in 
Pyongyang. One day in 1925, after im- 
posing the death sentence on a criminal, 

e was struck by the impermanence of 
life. That night he disappeared without 
a word and became a monk. For seven 





BURMA 


From royal to rebel 


The Shan of Burma: Memoirs of a Shan Exile by Chao Tzang Yawnghwe. /nsti- 
tute of Southeast Asian Studies, Singapore. US$15. 


S: years ago I made my first con- 
tact with the Shan resistance move- 
ment in Burma. Hunched under a can- 
vas awning in the rear of a pick-u 
truck, I was brought along some bac 
lanes into a rundown part of the north- 
ern Thai city of Chiang Mai to meet 
some unofficial representatives of the 
insurgent Shan State Army (SSA). 

The vehicle was driven by an intel- 
lectual — my first Shan acquaintance — 
who cut an unlikely figure as a rebel vet- 
eran; he was short and frail, wore glass- 
es with thick lenses and spoke fluent 
English with an ape ces accent. 

A week later, I was there, among the 
SSA guerillas. I carried in my backpack 
the only two works I then had found 
worth reading among all the sensational 
gibberish that has been published about 
the Shans: Scott-Hardiman's Gazetteer 
of Upper Burma and the Shan States, 
poued in Rangoon in 1900, and Josef 

ilverstein’s Politics in Shan State, an ar- 
ticle which had been published in the 
September 1959 issue of The Journal of 
Asian Studies. 

Now, however, there is at last a com- 
prehensive, informative 
and non-sensational ac- 
count of the Shans which 
brings us up to date; it is 
written by Chao Tzang 
Yawnghwe, who inci- 
dentally was the driver of 
the pick-up truck in 
Chiang Mai in March 
1981. No one could 
be more qualified to 
write the history of the 
Shan nationalist move- 
ment. 

His father, Chao 
Shwe Thaike, the prince 
of the Shan State of 
Yawnghwe, was the first 


president of the Union of Burma and 
twice appointed speaker of the Upper 
House (the House of Nationalities) of 
the then bicameral Burmese Parlia- 
ment. His mother, Chaonang Hearn 
Kham, managed to unite several small 
Shan armies into the SSA in 1964, fol- 
lowing her escape from Rangoon and 
Chao Shwe Thaike's still mysterious 
death in the hands of Burma's Military 
Intelligence Service shortly after Gen. 
Ne Win's coup in 1962. 

Chao Tzang joined the underground 
in April 1963, and later was instrumen- 
tal in setting up the SSA'5 political wing, 
the Shan State Progress Party, in 1971. 
He served as its secretary-general until 
he retired to Thailand five years later. 

Chao Tzang's book is a very personal 
account of his youth and years with the 
Shan resistance. His version of Shan- 
Burman relations throughout history — 
and his views of the Shan opium ques- 
tion — may not conform with the offi- 
cial and almost universally accepted 
view, but for that very reason it should 
be compulsory reading for any scholar 
interested in Burmese affairs and for 


ears he led an austere existence: never 
ying down to sleep, taking only one 
meal a day, and never leaving the 
monastery. Finally, he attained en- 
lightenment, and in 1958, he was ap- 
pointed archbishop of Korean Buddh- 
ism. 

The conclusion of Thousand Peaks is 
actually another beginning: namely, the 
recent p of the Korean Zen tradi- 
tion to the West, largely through the ef- 
forts of Zen Master Seung Sahn, the au- 
thor's teacher. The lineage not only 
traces back to Bodhidharma and the 
Chinese Patriarchs, but also promises to 
stretch forward until “it illuminates the 
three thousand worlds." 

— Visakha Kawasaki 


diplomats who are posted to Rangoon. 

He does not accept the theory that 
Rangoon is a front-runner in the war 
against narcotics; on the contrary, he 
gives many examples of how the Burma 
Army has been directly and indirectly 
connected with the Golden Triangle 
opium trade, but putting it in a political 
context rather than sensationalising the 
issue. 

The book consists of three parts; the 
first deals with Chao Tzang's life and ex- 
periences, the second is an overview of 
Shan-Burman relations from precolo- 
nial days up to the present and the third 
is a highly informative list of historical 
and political personalities who have 
played roles in Shan politics. 

I feel that he treads a bit too softly on 
the issue of the most controversial fig- 
ure in the Shan tangle, the Shan- 
Chinese warlord Chang Chi-fu (alias 
Khun Sa). Chao Tzang almost gives the 
impression that Chang is one of several 
Shan leaders; I would say that he rather 
fits into the same description as the one 
Chao Tzang gives us of Kuomintang 
Gen. Li Wen-huan: “An extraordinary 
figure who reaped several fortunes from 
the Shan-Burmese war and Burma’s 
misfortune.” 

But I think most readers and even 
neutral observers of the political drama 
in Burma would find it hard to disagree 
with Chao Tzang’s overall conclusion of 
his excellent study: “The time has come 

for Burma's leaders, 
both in Rangoon and in 
jungle headquarters to 
rethink . . . their ambi- 
tions and prejudices. For 
much too long, the 
pepe of the Union of 

urma have been en- 
trapped in a politics of 
violence. All efforts 
must be undertaken to 
break the vicious cycle 
which has made the Bur- 
man, Shan, Mon, Karen, 
Karenni, Kachin, Chin 
and Arakanese, pitiable 
victims of war and vio- 
lence.” — Bertil Lintner 
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By Philip Bowring in Hongkong 


Equities must soon yield to reality 


YOUR MONEY _ 












Pot see-sawing between fears of 
inflation and recession — interspersed 
with hopes of equilibrium — has turned again 





pear to have put inflation concerns on 
a par with currency and stockmarket stabi- 
lity. 






















towards inflation. If there is a global consen- 

sus, it now expects rising inflation over the short term. But it is 
expected to be quite gentie, restrained by a modest advance of 
interest rates and by the prospect of a US recession being in- 
duced, whether by design or the pressures of a weak dollar, 
early in the next presidency. 

The shift in sentiment has not been sufficient to cause a 
major stockmarket sell-off but it has brought advances to a 
halt. With 30-year US Treasury yields now back over 9%, 
even a good season of company profits cannot hide the size of 
the yield gap. 

So far there has been more talk than reality about other 
countries’ rates moving up in line with those in the US, though 
central banks for the first time since last October ap- 









By Ashley Ford in Vancouver and Michael Malik in Sydney 


A ustralia and Canada, rivals for monied Asian emmigrants 
who are increasingly looking for a haven in a developed 
nation, have been offering rival attractions as a shorter-term 
resting place for Asian investment funds. Bolstered by firm 
commodity prices and high domestic interest rates, the Cana- 
dian and Australian currencies have both been strong perform- 
ers this year. 

The Canadian dollar, propelled by a strongly performing 
economy and a tight fiscal policy, is trading in the 80-81-cent 
region against its US counterpart — its highest level in four 
years. The Canadian currency now stands at more than 11 
cents above the record low of 69.13 cents it recorded against 
the US dollars two years ago. 

However, many analysts believe the dollar's spectacular 
two-year "valuation run" may be losing steam. They predict 
it will settle at around the 80- 
cent level by the end of the year. 

The dollar has risen over 2.5 
cents against the US dollar since 
the beginning of the year and the 
Bank of Canada, the country's 
central-banking authority and 
interest-rate setter, seems deter- 
mined to keep it there. 

While the Canadian econ- 
omy continues to be one of the 
strongest performers in the in- 
dustrialised world, many ana- 
lysts believe it is the central 
bank's interest-rate policy that is 
most responsible for propelling 
the dollar. 

Bank of Canada governor 
John Crow refuses to be budged 
from his determined anti-infla- 
tion and high-interest rate 
stance. He continues to set the 
weekly interest rate above that 
















Strong growth by the Canadian and Australian currencies 


Little dollars' big gains 





SATELLITE DOLLARS 
SHOOT UPWARDS 


(Performance of Australian and Canadian dollars 
against the US dollar November 1987--May 1988) 


Tokyo stocks, which hit a new high at the 
beginning of May, could be especially vulnerable to rediscov- 
ery of the obvious, if imprecise, link between inflation and 
domestic monetary growth. Fast money growth in the past has 
been partly offset by terms-of-trade gains from weak com- 
modity prices. 

Commodities are still very low by historical standards, but 
prices have rebounded to a medium-term peak despite a weak 
oil price. The lead has been coming from industrial metals and 
materials. 

Aluminium, copper and rubber have all been very firm 
and, among foods, soybeans and sugar have been at medium- 
term highs. The Commodities Research Bureau futures index 
has reached contract highs. 


of the US, thus attracting added investment in the Canadian 
currency. 

The bank insists it is not pursuing a policy of artificially 
boosting the Canadian unit's value and says it is trying to 
keep the lid on the dollar by purchasing foreign currency for 
its reserves. Canada's foreign-currency reserves climbed to a 
record US$13.64 billion last month, US$1 billion higher than 
the US$12.58 billion recorded in March. 

Many currency analysts believe the higher dollar will soon 
come home to haunt Canadian exporters and thereby start to 
cool down the Canadian economy. However, there is little 
doubt the Canadian dollar is now being eagerly sought by for- 
eign investors. 

In February, foreign investors snapped up over C$1 bil- 
lion in Canadian bonds, with US investors leading the way, 
followed by the British. How- 
ever, Japanese investors, by far 
the largest Canadian bond hold- 
ers, perhaps sensing a change, 
have cooled off on purchasing 
bonds and now rank third. 

Canadian exporters are less 
than enthused over the rapid re- 
valuation. Canada relies on ex- 
ports for its economic well-being 
more than any other indus- 
trialised Western country and 
the higher-value dollar is start- 
ing to bite. 

The Canadian forest industry 
says that every 1 cent increase 
in the dollar's value chops about 
C$150 million off its annual 
revenue. MacMillan Bloedel, 
one of Canada’s largest forestry 
companies, says every | cent 
rise chops C$6 million off its 


—. profits. Canadian mining giant 
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Price rises may not be sustained or may not be followed 
through at consumer-price and wage-settlement levels, in 
which case almost 9% on 10-year US Treasuries and 6.5% on 
West German equivalents may be moderately attractive. 

Japanese Government bond yields are a meagre 4.6% and 
can only go up, so investors wanting to speculate on a further 
rise in the yen would best stick to short-term deposits yielding 
3.5-4.0%. 

Whatever the recession/inflation balance, the medium- 
term outlook for equities is uninspiring. Interestingly, 
where money has followed commodities its impact has been to 
strengthen high-yielding currencies (the Australian and 
Canadian dollars) rather do much for resource stocks. Among 
equity markets, Taiwan which is now almost back to its 
1987 high, looks very vulnerable. Bangkok is still not 
expensive on international comparisons, but its recent 
strength was more due to fickle foreign interest than diminish- 
ing local liquidity. 

Singapore and Hongkong remain relatively subdued with 
politics, as well as interest rates, to be considered. Malaysia 
has not yet fully responded to commodity prices but is cheap 

: only by East Asian standards. Long-term bargain hunters 

“should perhaps look at South America rather than Asia. 






FUPGnbHUEE says it takes C$4 million off its bottom 
ine. 

Meanwhile, despite the Australian dollar having surged 
to a three-year high of 77.56 US cents on 10 May, most ana- 
lysts are predicting that it still has further to go. Foreign de- 
mand has been high, fuelled by rises in interest rates by major 
banks of a quarter of a percentage point to 13.75%, rising 
commodity prices and good indications that the economy is 
on a sound footing. 

Despite some heavy selling by Asian investors which 
brought the dollar down to 76.65 ÜS cents on 12 May, ana- 
gets believe it can easily go through the 80-cent barrier. 

easons for this include the expectation that Treasurer Paul 
Keating will be giving nothing away in his late May mini- 
budget in the same way that he cut A$650 million from federal 
funds for state governments in the second week of the month. 

A higher-than-expected March current-account deficit, 
suggesting that perhaps the economy was beginning to over- 
heat, was used by the Reserve Bank as a reason to tighten 
monetary policy. But analysts now consider the figures as a 


A copper-bottomed 
investment idea 


By Anthony Rowley in London 


TE best way to make money out of copper just now is pro- 
bably to short the market, though one or two market 
quirks might possibly favour the longs. 

Since the beginning of this year, the copper price has de- 
clined from US$2,800 a tonne to US$1,950 or so for the three- 
month London Metal Exchange (LME) futures contract. It 
has had many an upward bounce on the way down, however, 
which serves to illustrate the peculiarly volatile nature of the 
copper market at present. 

Inventory levels are crucial to the international copper 
price and inventories on the LME and the New York terminal 
markets have been falling. On the face of it, that looks bullish 
for the copper price, but as metal-market experts Shearson 
Lehman Hutton in London point out, producer stocks are ris- 
ing. 
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COMMODITIES SCALE 
THE HEIGHTS 


(Performance of the CRB futures index. 
August 1987—mid-May 1988) n 











































seasonal aberration which might have been used deliberately 
to disguise the desire for a tightening of the screw. 

Although the Reserve Bank has been selling dollars to put 
à break on its rise, it has exerted no effort to prevent higher 
interest rates and it does not appear interested in reversing. 
the inflow of foreign speculative funds: E 

The one doubt analysts have about the viability of a con- 
tinued rise in the local currency is that it might rise too fast, - 
tempting profit-taking and a rapid decline. One analyst 
suggested that if the rise was gradual, there was no reason 
why it should not continue upwards for three to six months. 
But the danger sign would be if it went through 80 US cents 
within a few weeks, when it might have run ahead of eco- 
nomic fundamentals, making it vulnerable to sudden selling. 

Expressing the same view, Bank of New Zealand chief 
economist for Australia, John Stroud, in the bank's latest 
"Market Outlook" released on 10 May, said that a bandwag- 
on situation had developed as far as market sentiment was . 
concerned. But Stroud warned that speculative bubbles have 
a habit of bursting eventually. 























Producers are slowly but surely replenishing warehouse 
stocks, which were depleted last year to meet customer de- 
mand. At some point — probably quite soon, Shearson thinks 
— inventory levels will have been restored to the point at 
which the basic surplus of supply over demand at present be- 
comes evident. At that point, terminal-market prices could 
decline quite sharply until the balance is restored. 

Mine production is expected to rise by some 350,000 tonnes 
this year (around 5%), whereas demand is thought unlikely to 
match that sort of rise. So the copper price threatens to decline 
further, though almost certainly not to the 60 US cents a Ib 
(equivalent to US$1,300-1,400 a tonne) lows seen from 1984- 
86. This is because stocks are relatively low now compared to 
then, and the US dollar is a good deal weaker now than it was 
two or three years ago. 

The only bull factor in sight is that, with many old mines 
having been reopened and with actual production very close to 
maximum possible production, any upward trend in industri- 
al demand could lead to a rapid rise in terminal-market 
prices. E 

That is an outside possibility, however, and what is certain 
is that copper is not going to see anything like its bull-market 
levels of 1973-74 and 1978-79 in the foreseeable future. 


































Sweden ’s little market 
offers big gains 


By Anthony Rowley in London 


Gg people are calling Sweden "Europe's Japan" now- 
adays, mainly because the stockmarket is being buoyed 
by a surge of domestic liquidity. The parallelis valid for other 
reasons, too. As with Japan, Sweden has managed to main- 
tain exports, despite a quite sharp rise in its currency against 
‘the US dollar, while domestic demand is also acting as a 
locomotive of economic growth. 

Strong growth in Swedish corporate earnings last year, 
plus a number of major corporate acquisitions and the deal- 
ing activities of entrepreneurs like Eric Penser, have all been 
factors injecting liquidity into the stockmarket in recent 
months. As a result, the Stockholm market has made up 
more than a half of the fall it sufffered after last October's 
Black Monday. 

Another result is that average price/earnings ratios (p/e) 
are looking a bit toppish at around 15. That ratio (based on 
1987 earnings) falls to around 10 or 11, if allowance is made 
for the fact that most Swedish companies pay far less than the 
standard 50% rate of corporate tax. 

The prospective p/e multiple looks more attractive still. 
Average equity yields, at 
about 2.7%, are unexciting, 
but most investors will be 
more mindful of capital-gains 
prospects in the highly liquid 
Swedish market. 

Phillips & Drew (P&D), a 
leading London broker which 
makes a market in about 25 top 
Swedish stocks, expects cor- 
porate earnings to rise strongly 
again in 1988. Earnings have 
already done well in the first 
quarter after a strong rise in 
1987. That does not apply 
across the board, however. 

Volvo and Saab, Sweden's 
two principal car makers, have 
been hit in the US market by 
the falling dollar. Their earn- 
ings could decline by 15% this 
year, according to P&D. But 
in the engineering sector — 
where. stocks such as Alfa 





| (Performance of Swedish stockmarket, 
May1987~May 1988) 


omy is felt by some analysts to be overheating and the trade 
deficit is widening. This points to a rise in interest rates in 
order to dampen down currently strong domestic demand. 
That in turn could put upward pressure on the krona, to the 
potential detriment of exports. 

Another big London broking house, Hoare Govett, is 
also bullish about the Swedish market. It, again, points to the 
likelihood of strong corporate-earnings growth and the 
"cost-push" effect on share prices of buoyant mutual-fund 
revenues in Sweden and the sentiment-boosting effect of cor- 
porate acquisitions. 

One of the attractions of the Swedish market is that lead- 
ing stocks are highly liquid and easily dealt in. This compares 
with certain southern European markets, such as Spain, 
which are currently receiving investor attention. 

Many of the big London brokers, apart from P&D, make 
markets in principal Swedish stocks. The London stock ex- 
change's Stock Exchange Automated Quotations section 
lists several major Swedish stocks among the 10 or so Scan- 
dinavian stocks in which it offers firm quotes. 

In addition, Swedish stocks, such as ASEA, Electrolux, 
Ericsson, Pharmacia, SKK and Volvo, can be dealt in on 
New York's exchange in the form of American Depository 
Receipts. 

In capitalisation terms — at about US$85 billion equiva- 
lent at the end of March — Sweden's stockmarket is admit- 
tedly not among the biggest in Europe. And the number of 
listed companies — some 220 — is not large either, by Euro- 
pean or other standards. 

In Sweden, the most com- 
monly followed stockmarket 
index is the Affars Varlden. 
However, London brokers 
such as James Capel seem to 
prefer the Jacobson & Pons- 
bach Industrial Index, which 
comprises 30 leading com- 
panies out of the total 220 
shares listed on the Stockholm 
market. 

James Capel is cautious 
about the medium-term out- 
look for the market as a 
whole, though it favours non- 
cyclical stocks such as Phar- 
macia and AGA. This broker 
is not so bearish about the au- 
tomobile sector as are others. 
It recommends Saab and 
Volvo on the basis of the con- 
tinuing strength of the Euro- 
pean truck market. 


Laval, Atlas Copco and With the probable eco- 
Sandvik predominate (though 00-day moving average nomic integration of Euro- 
others such as Trelleborg 30-day moving average pean Free Trade Area coun- 
should not be overlooked) — e oe c E m tries (including Sweden) with 
average earnings growth ce those of the EC in 1992 


should be of the order of 10- 
15% this year. 

On the whole, the export-dependent Swedish economy — 
exports represent 35% of GDP and 11.3% of total exports go 
to the US — has weathered the fall in the US dollar well. This 
is partly because the US currency is double-weighted in the 
Swedish krona exchange-rate basket and this has helped 
keep the Swedish currency moving on the right (down) side 
of the Deutschemark. As nearly 12% of Sweden’s exports go 
to West Germany, that is obviously important. 

Efficiency is another factor, however, in keeping costs 
down, despite upward pressure on wages. Sweden has some 
strong, internationally known brand names to help sustain 
export demand, even when prices are rising. 

There are some possible clouds on the horizon: the econ- 








(REVIEW, 5 May), the Euro- 
pean transport sector as a 
whole will be liberalised and that has to be good for truck and 
car makers. The effects of 1992 should be generally beneficial 
for the European economy and for the more efficient indi- 
vidual economies, such as Sweden’s. 

The total return from the Swedish market, in US-dollar 
terms, over the year to the end of next March should be 
23.5% , according to James Capel projections. This is made 
up of a 15% return on the market (including index apprecia- 
tion and dividend income) plus 8.5% by way of the prospec- 
tive appreciation of the krona over the US dollar. If this pro- 
jection is right, the return on an investment in the Swedish 
market will be second only to France within Europe — and far 
above the returns available in most European markets. E 
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will help you make the most of your money. 
In Jersey’s genial financial climate, your funds will flourish 
as surely as the flowers. And now that Abbey National 
is established in the Island, you can have all the benefits 
of a building society account with high, tax-free interest, 
and much more besides. 

|... We've joined forces with The First National Bank 
of Chicago to introduce a fast and highly efficient 
international money transfer system which allows you to 
transfer money from your bank account to your Offshore 
investment account, wherever you happen to be. 

_ Our Offshore investment accounts are so flexible, 

you'll find exactly the right one for your needs. Offshore 
Plus offers instant access and five rates of interest, 
depending on how much you wish to invest. You can start 
with just /,500. Offshore 90 offers even better rates (at 90 
days’ notice), and you need £1,000 to get started. In all 
cases, no tax is deducted; your interest is paid in full. 
Now we've 
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get things growing. 









flexible cash flow and high-rate tax-free interest. 
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| To: Peter Donne Davis, M. 







anaging Director, Abbey Nai 
(Overseas) Ltd, PO Box 545, Abbey National Hou: 
| Ingouville Place, St Helier, Jersey, Channel Islan 


Please send me full details of the Abbey Nati 
Offshore Plus & Offshore 90 Accounts, including current | 
interest rates. 
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| Address 
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Currency deposits 
worth a close look 


By Christopher Marchand in Hongkong 


eflecting the onset of bearish times, stock and bond mar- 

kets are looking distinctly queasy these days. From the 
individual investor's perspective, the incentive to hold cash is 
thus greatly raised. But miserably poor interest rates on 
Hongkong dollar saving accounts encourages the investor to 
hold cash in higher-yielding foreign-currency savings. 

Hongkong’s foreign-currency savings market is becoming 
an increasingly lucrative and competitive one, to judge from 
the proliferation of new products. There is the chance of a 
capital gain, should the investor choose an appreciat- 
ing currency such as the yen. The main capital risk is of 
a Hongkong dollar revaluation against its US dollar peg. 

The accompanying 
table lists the prevailing 
interest rates offered on 
call deposits in the first 
week of May. The rates 
vary widely, reflecting dif- 
ferences in the minimum 
deposit, or other induce- 
ments. American Express 
card holders, forexample, 
enjoy interest rates of 
0.25% higher than the 
rates published in the 
table for each class of for- 
eign currency. Rates in 
the table are indicative 
only. 

The most crucial deter- 
minant of rates is the 
minimum deposit. The 
Hang Seng Bank has 
a minimum deposit 
roughly equal to 
HK$7,000-8,00Q (US$897- 


Small Thai banks 
catch investor eyes 


By Paul Handley in Bangkok 


Ar with unlisted Krung Thai Bank, the big three Thai 
banks — Bangkok, Siam Commercial and Thai Farmers 
banks — control nearly two-thirds of the assets of the 15 com- 
mercial banks. This leaves them solid, but slow off the mark 
as the economy enters a new era of industrial growth. The 
most agile are small institutions, which are becoming increas- 
ingly attractive to local and foreign investors. 

The best performer is the previously low-key Bank of 
Ayudhya (BAY). With Baht 54.7 billion (US$2.2 billion) in 
assets at end-1987, it is the sixth largest. Last year, as most 
banks emerged from 36 disastrous months, BAY outper- 
formed all, with a 0.8% return on assets. 

This has won the bank serious attention from foreign 
brokers. In March, Crosby Research put a strong buy recom- 
mendation on the bank, predicting both solid growth and 
conservative management. Mark Greenwood of Crosby in 
Bangkok points out, too, that the foreign ownership of 
BAY’s shafes has not yet hit the 25% limit. 
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1,025), American Express to HK$10,000 and Hambro 
to HK$70,000. By contrast, the Hongkong Bank's mini- 
mum deposit on its new multi-currency savings account 
falls as low as HK$80 in respect of US dollar deposits (but is 
some HK$2,000 for sterling). Chase Manhattan has a HK$780 
minimum on US dollar accounts and HK$19,000 on Canadian 
dollar deposits, 

Investors willing to place money on time deposit receive 
considerably better rates of interest, But the minimum de- 
posit is high. On a one-month fixed US dollar deposit, the 
minimum deposit at Chase Manhattan is HK$78,000 yielding 
6.3% , and HK$39,000 at Hongkong Bank, yielding 6.5%. 

The appeal of Hang Seng Bank’s relatively higher interest 
rates on call is reduced, as interest is credited only to the end 
of the previous month prior to the account’s closure. This re- 
duces an investor’s ability to switch between currencies in 
mid-month to take advantage of exchange-rate trends. 

The Hambro and Rothschild foreign-currency funds 
exist in the form of unit trusts. Hambro’s Eurobond and 
money market fund (Emma) was launched in April. It 
charges a front-end fee 
of 3.5%, which is built 
into the offer and sell 
quotes, and allows for 12 
free switches between 
Fo currencies each year. The 
m n management fee is based 
on an annual 0.62596 of 
net asset value (NAV). 
Investors can also invest 
in a foreign-currency 
Eurobond fund. 

Unlike Emma, Roths- 
child's currency funds do 
not require a minimum 
deposit. Nor is a front- 
end charge levied. How- 
ever, an aggregate month- 
ly fee of 0.12-0.0625% of 
the NAV of each cur- 
rency fund is levied. A 
£10 (US$18.62) charge is 
made for each currency 
conversion. oO 
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BAY's performance is tied to the lethargy of the bank's 
earlier years: the controlling Ratanarak family had long been 
content to run what was essentially a trade-finance office. It 
was consistently on the low side in asset and lending growth 
and in its loans-to-deposits ratio. 

This left the bank sitting comfortably, though, when the 
economy slumped in 1985, the year that Krit Ratanarak took 
over management from his father Chuan. From then on, 
BAY has changed its course. Retail services have been mod- 
ernised, and lending to industrial investors has been pursued. 

BAY's first quarter-earnings per share (EPS) were im- 
pressive. After include a 2176 increase in issued shares, 
EPS was Baht 8.34 for the three months, a pace still above 
last year's 33.08. The counter's p/e has hovered around 
12.9. 

Roughly as large as BAY, Thai Military Bank (TMB) suf- 
fers somewhat from the image its name conjures up. Foreign- 
ers have tended to avoid the bank, and trading volume itself 
is low. But TMB’s performance last year was also better than 
average, advances growing 26% and deposits up 30%. The 
deposit figure likely reflects TMB’s guaranteed business 
from the Thai armed forces. 

Feelings about the bank are mixed. There are concerns 
about the unknown size of its bad-debt hangover from years 
past. Yet speculators find it solid enough, with a current 
prospective yield of more than 6%. 














NTT creates a 
collector’s item 


By Nigel Holloway in Tokyo 


T ohne card mania is sweeping Japan, with up to half 
a million people collecting them. But the investment mar- 
ket is too volatile and arcane for any but the most ardent af- 
ficionados to make a profit in it. Nippon Telegraph and Tele- 
phone (NTT), the domestic telecommunications monopoly, 
did not realise what a superb product it had found when it 
first began selling pre-paid magnetic telephone cards to the 
public in 1982. NTT sold about 228 million in the year ending 
March 1988, compared with 9 million in 1984. 

They are sold by NTT in denominations varying from 
¥500 (US$4) to ¥5,000 and in an enormous variety of de- 
signs. The telephone giant alone has issued 800 different 
| types, but in addition there are 50,000 specially designed 
cards featuring everything from baseball stars and politicians 
to Ukiyoe prints of 19th-century Tokyo. Telephone cards 
have also been specially made to commemorate weddings — 
there are 150,000 of these — and NTT also sells firms blank 
cards which can be printed up like business cards. Police in 
Nagoya discovered recently that a local yakuza gang issued a 
card bearing its name and symbol. 

The sheer profusion of designs is the biggest headache for 
the serious collector. The monthly trade magazine for these 
specialists, TELcalle, has a claimed circulation of 200,000. 
Its editor-in-chief, Seishi Hayashi, advises his readers that it 
is not possible to collect everything. There are simply too 
many different designs around. 

Even concentrating on a particular theme is difficult. The 
most valuable are female pop stars of which there are more 
| than 1,000 cards to choose from. For instance, there are 100 
different cards featuring one such idol, Yoko Minamino, in 
different poses. They vary in price, according to TELcalle, 
from only € 1.300 to € 34,000. 

The cards commanding the highest premium are almost 
all of such starlets and were often given away free in limited 
numbers to promote a star's records. A telephone card push- 
ing Yuki Saito's first single, Graduation, rose to Y 300,000 in 





Two very small banks are also attracting some 
interest. Thai Danu Bank (TDB) and Nakornthon 
Bank (NTB) were ranked 13th and 14th, respectively, 
in total assets at end-1987. Both are very conserva- 
tively managed, but partly due to speculation on grow- 
ing earnings and capital increases, they trade with p/es 
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April 1986, says Hayashi. When other 
card heard about it, they rushed to sell a 
¥ 100,000, but has since risen again to ¥200 
20-30 shops in Tokyo alone and half a doz 

regular auctions which are open to the pub 
then published and become the benchmark. 

The result has been that phone cards have become a two- 
tier market. The only cards fetching sizeable premiums over 
their face value are female teen idols and those with printing 
errors on them. All the rest appear to have no investment 
value, says Hayashi. This suggests that most ardent collectors 
are male teenagers. 

Cards with errors on them are traded or swapped among a 
few devotees. A card of Mount Fuji produced by NTT itself, 
with no phone unit numbers printed on it by mistake, once 
fetched ¥2 million. 

For others, spotting a winner therefore requires following 
the pop charts closely. When one star, Momoko Kikuchi, de- 
cided to change her image, her popularity declined and the 
value of her telephone cards fell with it. The market itself 
could be taken for a ride. What is to stop a company from is- 
suing a limited edition of Yuki Saito, distributing only a few 
and waiting for their price to soar? 
















































THAILAND'S OTHER BANK SECTOR 
(Selected financial data on small Thai banks) 
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in the 16-17 range. EPS for TDB in the first quarter of 
this year was Baht 8, compared to Baht 25 for 1987. 








NTB's EPS in the first quarter was Baht 5.2, com- 





pared with Baht 19.4 for 1987. 








More speculative but good medium- to long-term 
bets are two medium-sized banks just beginning to 





climb out of intensive care under revamped manage- 











ment. Two years ago Bank of Asia (BoA) went hat in 














hand to the central bank to ask for help to cover a mess 
of bad debts left by departed managers. This act 














gained them sympathy and strong support for their 
reorganisation programme. The move has apparently 
paid off. BoA's growth has surprised many, with EPS 
in the first quarter of this year of Baht 6.70 topping the 
Baht 4.74 for the whole of 1987. 

Similar in style to BoA, but maybe a year behind in 
its reorganisation, is Bangkok Bank of Commerce 
(BBC). BBC's earnings in the first quarter were also 
promising. Baht 0.28 a share (par Baht 10) compared 
with Baht 1 a share for all of 1987. ü 
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Your Fi | hoi 
our First Class choice. 
In the finest traditions of First Class travel, carefully selected to ensure they can converse 
we cater for your every need. Our cuisine is in all the languages likely to be spoken by our 
truly international with a wide selection of executive passengers. We offer more flights to 
recipes from all over the world. Honoured by more places within the Gulf than any other 
La Chaine des Rótisseurs. Special diet meals airline. 
can be pre-ordered to suit personal For the smoothest connections west 
requirements. to east or east to west, Gulf Air 
The new-look interiors and luxurious serves you best. 


sleeperseats give our cabin the stylish elegance ‘ 

you'll enjoy. Free stereo headsets provide CLAM Gls 
musical entertainment to please all tastes, v4 ed b. 
including the latest movies. GULF AIR E 


Our helpful courteous cabin crew are GOLDEN FALCON SERVICE 


For further information contact your travel agent or local Gulf Air office. 
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Builders take 
a breather 


By Mark Westfield in Sydney 


AS four years of frantic activity, 
Australia's construction sector is 
due to pause for breath. While the 
momentum built up over this time will 
not die quickly, the “pure” construction 
stocks are likely to ride the cycle down- 
wards over the rest of the decade. 

Major projects such as the A$1.05 
billion (US$807.7 million) parliament 
house in Canberra, the A$350 million 
Sydney Grosvenor Place and the A$1 
billion Darling Harbour project are 
either finished or near completion. For- 
tunately, the continued decline in in- 
terest rates is leading to a spurt in home 
construction. . 

The major beneficiaries of this 
switch in emphasis will be diversified 
construction groups, such as Lend 
Lease and Jennings, and to a lesser ex- 
tent Kern Corp. and Westfield Hold- 
ings. 

Of the building materials groups, 
Boral is the best placed to take advan- 
tage of the increase in home building. 

Boral earned A$178 million after tax 
last year, or an impressive 33.30 A cents 
per share and an 18-cent dividend per 
share. Next year, it is forecast to lift 
earnings to A$210 million, or 39 cents 
share and a dividend return of 20 cents a 
share. 

The number of new starts in office, 
hotel and retail construction is likely to 
tail away in 1989 after being overheated 
in recent years. However, factory and 
warehouse construction is forecast by 
brokers' analysts to strengthen. 

The decline of the Australian dollar 
over the past three years and the re- 
surgence in the manufacturing sector 
has resulted in a belated lift in manufac- 
turing investment. 

Lend Lease is thought to have best 
tackled the boom-and-bust nature of 
the industry by diversifying into prop- 
erty management (through the listed 
General Property Trust), insurance and 
funds management (through control of 
MLC Insurance), and moving into the 
factory- and warehouse construction 
sector, where it sees strong growth over 
the coming years. 

Lend Lease made A$98 million 
after-tax profit in the year to last June, 


| and after a good half year is on track for 


full-year earnings of A$120 million, ac- 
cording to lan Wenhak, research direc- 
tor at brokers BZW Meares. Its historic 
price-earnings ratio (p/e) is a modest 
16.5, but earnings per share are a spec- 
tacular 79 A cents. 

Jennings is Australia’s largest home 
builder and is riding the wave of Austra- 








| profit last year, Ray 





lia’s increased housing construction. Its 
past performance has been indifferent 
and last year it made A$22.1 million 
after tax and 20 A cents a share. Philip 
Rees at A. C. Goode expects earnings 
to rise to A$26.5 million this year and 
earnings per share to reach 22.60 A 
cents. Suet 

Management has been tightened this 
year, after former Suncorp chief execu- 
tive Ashley Goldsworthy i 
as managing. directo 
holder, the New Ze 
construction group Fle ; 
is expected to lift its stake to 39% by 
converting bonds and would be poised 
to move to full control eventually. 

Of the pure construction stocks, 
Leighton Holdings is exposed the most 
to the severe ups and downs of the in- 
dustry. However, it is emerging from a 
difficult period in which it has sustained 
heavy losses through Green Holdings 
Inc., its S0%-owned |... tasso yanasoutsi 
US joint venture wi 
Reading & Rates... — 

After a dismal. 
A$3.7 million net |: 












































































Gin of Hordern UIZ 
& Bode predicts 
earnings of A$15.8 | 
million this year and | 
A$17.4 million in | 
1989. He recom- 
mends that investors | 
wanting to stay ina. 
pure — construction | 
stock switch to John ` 
Holland, prime con- 
tractor for the parlia- 
ment house project. 

Retail shopping- 
complex developer 
Westfield Holdings is 
becoming more of a 
media group with its 
ownership of the 
Channel 10 TV net- 
work and its interests in entrepreneurial 
company Westfield Capital Corp. How- 
ever, it has a strong track record, with 
earnings last year of A$24.9 million 
after tax and a return of 18.40 A cents a 
share. It trades on a high p/e of 30.7, 
mainly because the investment com- 
munity focuses more on the value of its 
properties rather than earnings. 

Kern Corp.s showpiece develop- 
ment, Grosvenor Place, of which it 
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Darling Harbour proje 













































owns 20% , is nearly complete, but Kern 
continues to remain attractive because 
of the large unrealised capital gain it 
holds on the building. Construction cost 
is estimated to have been A$350 mil- 
lion, but the building in Sydney is con- 
servatively valued at A$700 million 
now. Kern made A$7.6 million last year 
before adding in unrealised property 
gains. Again it trades on a high p/e of 
around 25 because of its strong as- 
sets. n 






































Getting the best service 
from Asia’s hotels 


. By Review Correspondents 


s tourists flock to East Asian destinations, from Thailand 

to Hongkong, hotel-occupancy rates are running at re- 
cord levels in some cities. The crowded guest registers mean 
booming profits for hoteliers — and for their shareholders. 

This surge in hotel profitability has made the hotel sector 
a sterling performer on the Hongkong stock exchange this 
year. The sector has gained 18% in value, compared with a 
10% advance in the Hang Seng Index. Analysts expect the 

| good cheer to last, as strong fundamentals should let earnings 
forge ahead. 

A cheap Hongkong dollar and the territory's position as 
one of the world's major business, tourist and shopping 
centres sent hotel-occupancy rates into the high 80% range 
last year, the highest rate in the 

` world for a major city. In the lux- 

ury hotels, average occupancy 

| rates exceeded 90%. For the 

most part, hotels' running costs 

are fixed, and hotels operate 

around a 65% occupancy break- 

~ even. So revenue on occupancy 

rates above this figure flows di- 

rect to the bottom line. Analysts 

- forecast a 20% gain in 1988 hotel 

earnings, after last year's aver- 
age of some 35%. 

The luxurious Mandarin 





(Comparative performance 
| of hotel stocks) 


to add a fourth de luxe hotel in Causeway Bay to its Hong- 
kong properties. 

Hongkong & Shanghai Hotels attracts interest. Earnings 
growth was slow last year due to extensive renovations at the 
group’s flagship Peninsula Hotel. Profit this year should be 
much stronger, while the group is pursuing a more activist 
profile, following last year’s battle for control between the 
Lau brothers and the Kadoorie family. 

For the rest, the Furama Hotel hopes to acquire a second 
hotel in Hongkong. Miramar Hotels plans to expand in 
China, and has property holdings which could add to its ap- 
peal. Associated Hotels, however, has suffered from man- 
agement problems in respect of the renovation of its flagship 
hotel, the Hyatt Regency in Tsimshatsui. The Park Hotel re- 
cently sold a development project in Tsimshatsui, and bought 
the Churchill Hotel in London. 

Singapore's tourism slump appears to be over, with a ven- 
geance. Singapore Tourist Promotion Board Chairman Lim 
Chin Beng warned recently that Singapore will need an addi- 
tional 3,000 hotel rooms by 1991 (it now has 24,631 rooms). 
Four hotels are due to open this year. Lim made his predic- 
tion on the basis of a 8% annual 
growth rate in tourist arrivals 
and an average occupancy rate 
of 75%. Singapore experienced 
a 15.3% growth in tourist ar- 
rivals in 1987 to 3.7 million. 

Goodwood Park Hotel, part 
of the Khoo Teck Puat empire, 
has four hotels in Singapore with 
a total of 1,378 rooms. There are 
tentative plans to redevelop the 
5.2 ha Goodwood Park site on 
Scotts Road at cost of S$500 mil- 
lion (US$249.5 million). Other 
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Oriental chain produced a profit 
29% greater than forecast last 
April in its listing prospectus. 
(The Mandarin was listed last 
June.) Regal Hotels achieved a 





properties include the 
Boulevard Hotel,  Ladyhill 
Hotel and York Hotel. Interest 
earned by Goodwood in previ- 
ous annual accounts had derived 








72% profit gain in 1987, while 
New World Hotels’ net profit 
rose 61% in the half to De- 
cember. 

Hotel values reflect this 


from call deposits with the Na- 
tional Bank of Brunei, for whose 
near-demise Khoo is being 
sought by the Brunei au- 
thorities. Goodwood is owed 





growth. Glynhill Investment in 
April sold the Imperial Hotel in 
Tsimshatsui for HK$293 million 


$$92.49 million by the bank. 
The company reported pre- 
tax profit of $$5.4 million for the 











(US$37.6 million), a HK$77 mil- 
lion profit on last August's pur- 
chase price. A string of new 
hotels is also expected to come on stream in the next two 
years and room shortages should ease in late 1989, when the 
bulk of new hotels will open. But most analysts forecast that 
occupancy rates will stay around the 8076 level, still giving a 
more than comfortable profit margin. 

Of the stocks themselves, a placement of 1076 of new 
Mandarin shares to the controlling company Jardine 
Strategic Holdings, at a nearly 10% discount to the market 
price, has been badly received by shareholders. The move 
could cause short-term unpopularity. However, the Manda- 
rin is entrenched in the most lucrative niche of Hongkong's 
hotel market. 

New World Hotels is a high-growth stock. It now manages 
three hotels in Hongkong, and will add the New Harbour 
View Hotel at the Hongkong Exhibition & Convention 
Centre, when this is completed later this year, as well as 
seven hotels under construction in China. New World Hotels 
also runs a hotel in Vancouver. 

Regal Hotels is an attractive stock. The chain has cash, is 
aggressively managed, is expanding overseas (having bought 
15% equity and management of a Bangkok hotel), and plans 











half ended March 1987. It was 
trading at S$10.50 in mid-May, 
giving a p/e of 48.4. 

King's Hotel owns and operates the 319-room King's 
Hotel and the 475-room Novotel Orchid Inn, as well as much 
of the Tanglin Shopping Centre in the Orchard Road tourist 
belt. The holding company is City Developments. In mid- 
May, it was trading at S$1 .31. It reported a loss of S$39,000 in 
the half ended June 1987. 

Overseas Union Enterprise (QUE) is controlled by Lien 
Ying Chow of Overseas Union bank fame, which also owns 
31%. OUE runs the Mandarin Hotel in the Orchard Road 
tourist belt and owns 25% of the Marina Mandarin, both de 
luxe hotels. It also has a 50:50 joint venture to develop a 600- 
room deluxe hotel in Shanghai. It made a pre-tax profit of 
S$4.9 million in the half to June 1987. It was trading at $$3.98 
in mid-May, yielding a p/e of 71.1. 

Shangri-La Hotel is part of the Kuok Brothers stable. It 
owns 20% of the Shangri-La Hotel in Hongkong and 20% of 
a resort hotel in Hangzhou, China — in addition to its main 
property, the Shangri-La de luxe hotel in Singapore. The 
company is negotiating to withdraw from its 10% investment 
in the 850-room Shangri-La Hotel project in Seoul, due to 
open in 1989, because of disagreements with its joint-venture 
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partner. It made a $$21.4 million pre-tax profit last year. It 
was trading at S55. 10 in mid-May, giving a p/e of 39.2. 

Loss-making Marco Polo, currently the subject of a bid by 
Hongkong businessman Sir Yue-kong Pao, was trading at 
S$1.17 in mid-May. 

Tourism is expected to be a growth industry in next- 
door Malaysia, with revenue growing from M$1.8 billion 
(US$695.8 million) last year to M$3.05 billion by 1990 — a 
jump of 81.2%. According to preliminary figures, 3.3 million 
tourists arrived last year, a 4% increase on 1986. Malaysia, 
however, is still hampered by the small number of direct in- 
ternational flights — 77 a week, compared with 344 into Sin- 
gapore and 262 into Thailand. 

Faber Merlin Malaysia (FM), has fallen on hard times 
since being bought by the Fleet Group, the investment arm of 
Umno, the dominant party in the ruling coalition, in 1983. It 
has declined from being the largest hotel chain in Southeast 
Asia, with 21 hotels including establishments in Hollywood, 
California and Perth, to being burdened with debt and with 
only nine hotels to its name. 

It defaulted on the redemption of M$17.7 million worth of 
8.75% CULS in October and is proposing to sell its Merlin 
Tower Hotel in Johor Baru and its Taman Grandview hous- 
ing development to pay off the outstanding amount. 


de shares were trading at 34.5 M cents in mid-May, com- 
pared with a low of 19 M cents earlier this year. In the half 
ended in December, FM announced pre-tax losses of 
M$15.17 million, compared with M$22.51 a year earlier. 

Mount Pleasure Holdings (MP) is the listed vehicle of 
Datuk Low Yow Chuan, a big property developer. The com- 
pany started off in textiles but is now diversified into prop- 
erty, plantations, livestock and a hotel. It owns the Ferringhi 
Beach Hotel in Penang, which has 350 rooms and opened for 
business in April 1986. 

MP made a pre-tax loss for the year to January 1987 of 
M$1.1 million. Its shares were priced at 38 M cents in mid- 
May, compared with a market high this year of 60 M cents. 

The Kuok brothers control Perlis Plantations (PP). In 
February 1988, PP acquired the remaining shares in Rasa 
Sayang Beach Hotels (Penang), and the company was de- 
listed. PP also acquired control of listed Federal Flour Mills. 
It is now widely diversified in sugar-cane cultivation, tin min- 
ing, property development, plantations, supermarkets and 
hotels. 

Through Rasa Sayang, PP owns the Rasa Sayang, Golden 
Sands and Palm Beach hotels along Batu Ferringhi in 
Penang, and the Shangri-La Inn in Georgetown, Penang: a 
total of 1,217 rooms. In 1986, Rasa Sayang Beach Hotels 
made a pre-tax profit of M$5.6 million. PP’s shares were 
trading at M$6.35 in mid-May, giving a p/e of 21.9. 

Malayan United Industries (MUI) has interests in man- 
ufacturing, banking and property as well as hotels. Last year, 
it sold off its listed Ming Court Singapore to Ng Teng Fong of 
the Far East Organisation and closed down its loss-making 
Ming Court Penang. It still runs the de luxe Ming Court in 
Kuala Lumpur and the Ming Court in Port Dickson. 

MUI shares were priced at M$2.07 in mid-May, giving it a 
p/e of 71.4. It is considered a punt due to that fact that Robert 
Kuok owns 14% and is rumoured tobe contemplating atakeover. 

Thailand’s apparent ranking as a top tourist destination in 
Asia certainly merits more hotel plays on the Securities Ex- 
change of Thailand (SET). But unfortunately there are piti- 
fully few paths into the wealth generated by the 3.4 million 
visitors to the Land of Smiles last year. 

Dusit Thani Corp. (DTC), owner-operators of the land- 
mark Dusit Thani Hotel in central Bangkok, is the only pure 
hotel listing, and it is well recommended by local and foreign 
brokers alike. The main hotel is expected to keep a very high 
occupancy rate during the current rainy season, partly be- 
cause it has taken more group bookings in recent years. 

DTC has expanded in the past two years with hotels in the 













































prime tourist destinations of Chiang Mai, Pattaya and 
Phuket, and a smaller hotel in Bangkok. The company is also 
testing out a hotel franchise-management package for small- 
er inns across the country. For Thailand, this could be a novel 
idea whose time has come. 

Like many of its non-listed competitors, DTC has low 
debt and an impressive cash position, and is controlled firmly 
by the Piyaoui family, and the Crown Property Bureau. As a 
result blocks of shares are hard to come by. 

D'TC is one of the few listings which have already topped 
October's high. Crosby Research highlighted in March that 
the counter was trading at a discount to net asset value 
(NAV), based on a current valuation of DTC’s extensive 
property holdings. Since then DTC’s price has moved from 
Baht 530 (US$13.8), below the Crosby estimated NAV of 
Baht 850 a share, to Baht 900. EUM 

Already subscribed, and soon to be listed, is the jewel of 
Bangkok's hotel community, the Oriental. But while the 
Oriental might be the favourite of travellers across the globe, 
its prospects on the SET might prove different. 

The Oriental could probably boost its room rates 10-20% , 
say analysts, with little effect on its constant no-vacancy sign. 
But other than that, it has little room to move: there seems to 
be little chance to expand the hotel itself, and nearby proper- 
ties are not likely to fall into its hands. With much of the 
hotel's retained earnings stripped out, it is not nearly as at- 
tractive as DTC. 

Soon also to come to the market is the Merlin Pattaya and 
Amarin Development, which is developing the site of the old 
Erawan Hotel. Amarin Development owns a shopping 
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centre and office towers just next to the hotel site, an 
are high-class developments. 
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China tries to scrap food-price controls 


Let them eat cash 


. By Louise do Rosario 


hina has introduced a two- 
pronged measure to address the 
most politically dangerous aspect of 
4. inflation and probably of its whole 
..economic reform programme: the 
rise of urban food prices. Since early 
¿this year, the government has 
= quietly started to decontrol prices of 
: four major food items — eggs, veg- 
etables, sugar and pork. The hidden 
' subsidies long used to keep prices of 
these products low are to be paid di- | 
rectly to urban dwellers as part of 
their regular income. 

In essence, the scheme is: in ex- 
change for extra cash income, con- 
sumers will have to pay more for 
«their food, though they are free to 
spend the extra money wherever 
they choose. Analysts say this price- 
subsidy package is a least-cost, pop- 
ular and relatively risk-free option 
to ease the impact of inflation. If 
it works well, it will lay a sound 
© foundation for the next round of wage 
‘and price reform, which is crucial to 
China developing a  market-driven 
economy. 

The new policy, to be implemented 
at different times and with slight modifi- 
cations in individual cities, aims to kill 
two birds with one stone — appease 
urban consumers' discontent and boost 
falling and widely fluctuating agricul- 
tural production. This will provide 
much-needed breathing space for Pe- 
king which is under mounting pressure 
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from both consumers and farmers. A 
similar measure introduced in 1985 
brought price stability for a while. 

Chinese economists hail the 
latest move as a welcome depar- 
ture from the traditional adminis- 
trative approach to holding down 


food prices — an obsolete and in- x 
effective mechanism which makes 
consumers over-reliant on the | 50° 
state to protect them from rising 
prices, but which also stifles farm- 40° 


ers’ initiative to grow more. The 
new open subsidy is also different 
from the usual pay rise: the funds 
needed are already provided in 
the budget to cover the cost of 
the hidden subsidy scheme and 
should therefore not cause added 
inflation as would higher wages 
not tied to improved productivity. 

The immediate danger, how- 


EATING IT ALL UP 


(Household monthly expenditure, 1987) 





—_— 


E39 Other commodities 


14 Rent, electricity, water, 
education, medicine, 
energy, transport and 
other non-commodities 





Consumer 


durables 
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mand even more cash subsidies. Enter- 
prises may also use the price rises as a 
pretext to disburse extra cash to work- 
ers indiscriminately, further fuelling in- 
flation. More dangerously, what is de- 
signed to be a one-time, price-fighting 
measure may be interpreted as a green 
light for price increases for other 
sectors also hard-pressed by rising input 
costs. 

Inflationary pressures are continuing 
to build up in China's fast-growing 
economy. In the first four months of this 
year, industrial output grew by 17.376, 





putting great pressure on raw materials, 
























SOARING FOOD PRICES 
PUSH CHINA'S INFLATION UP 
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ever, is a sudden, sharp rise in Jj FMAM 3 gd AS OND 
long-stable food prices in some 1987 
cities once price ceilings are re- sm Vegetables" asse Poultry" and eggs 


moved. Consumers may then de- 
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energy, transport and other re- 
sources already in short supply. 
Other underlying sources of infla- 
tion — such as excessive consump- 
tion, high investment, wages out- 
stripping productivity and excess 
liquidity — are still apparent. A 
comprehensive anti-inflationary 
policy, involving drastic measures 
such as a wage freeze, a major cre- 
dit squeeze and a general eco- 
nomic slowdown, has yet to be an- 
nounced. 

Of all prices, those of agricultural 
products have been rising most 
rapidly, because of increased costs 
of rural labour, agricultural equip- 
ment, fertilisers and other produc- 
tion inputs. In the first quarter, 
prices of non-staple foods rose by 
24% , with vegetables alone up 50%. 
For urban dwellers with cash income 
of an average of Rmb 98 (US$26.33) 
a month, daily food items costing 
several renminbi a kilogramme are un- 
acceptably high. Latest free-market 
prices for lean pork and eggs are Rmb 
2.80-4.00 and Rmb 4-6 a kg respec- 
tively. Vegetables, of which the most 
popular cost Rmb 0.1-1 a kg, have 
shown the widest and most erratic in- 
creases in recent months. 

Hangzhou, in the relatively rich east- 
ern province of Zhejiang. was the first 
city known to introduce the new income 
subsidy measure in mid-January. Si- 
chuan, Hunan, Shànghai and most re- 
cently, Peking. followed suit. State em- 
ployees, cadres, students, retirees and 
other fixed- orlow-income groups 
will each receive income subsidy 
of up to Rmb 10 a month. For fear 
of triggering a buying panic, the 
local media have said very little 
about the impending price decon- 
trol. At this stage, most cities are 
merely adjusting state-fixed prices 
upwards to bring them closer to 
those in free urban markets, 
rather than decontrolling them 
completely. 

Analysts say the government 
has come to a dead end with its 
old pricing and subsidy method. 
Urban consumers want more and 
cheaper food, while farmers re- 
fuse to grow more unless their 
products fetch higher prices. For a 
while, the government tried to 
keep retail food prices low by buy- 
ing high and selling cheaply, effec- 
tively subsidising the procure- 
ment price, but local and central 
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budgets are now 
stretched to the limit 
in trying to fill what 
is described as the 
"bottomless pit" of 
subsidies. In Peking, 
for example, 4096 of 
the — municipality's 
revenue goes to food 
subsidies. Food and 
other price subsidies 
account for about 
one-eighth of na- 
tional expenditure. 

Under the new 
open subsidy policy, 
the government is 
moving further out 
of the market and 
letting consumers 
and producers react 
more rationally to- 
wards more accurate price signals. With 
food becoming more costly without the 
hidden subsidies, consumers will cer- 
tainly spend less on previously highly 
subsidised items such as pork (which ac- 
counts for 90% of the average house- 
hold's red-meat consumption) and on 
food in general. The enormous demand 
for a few favourite agricultural products 
will then ease. At the same time, con- 
sumers will feel the government has not 
been indifferent to their plight, so the 
theory goes. Producers will also grow 
more of what the market wants. 

In theory, prices of most non-staple 
foods have been decontrolled since 1985 
(when the government began paying 
each urban dweller Rmb 7.5 extra each 
month as compensation): prices in state 
retail shops should, therefore, have 
moved into line with those in urban free 
markets. But local governments, in try- 
ing to keep urban dwellers happy, con- 
tinue to influence demand and supply. 
They use huge subsidies to keep retail 
prices from rising too high, and their 
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own retail networks which still supply 
the bulk of the market. 

But in doing this through its highly 
inefficient commercial sector the gov- 
ernment has distorted prices, sent 
wrong signals to producers and encour- 
aged consumers to eat more of those 
foods whose prices have been kept arti- 
ficially low. 


he domestic press is full of stories of 

how local governments — and not 
farmers — are responsible for the wide 
fluctuations in, and shortages of, agri- 
cultural supply. The state marketing 
system was often one step behind the 
market: governments continued to en- 
courage farmers to grow a particular 
agricultural product when output had 
begun to outstrip demand. When there 
was a glut, state commercial depart- 
ments refused to buy from farmers. 
Farmers responded by going out of busi- 
ness or moving to other crops. 

When shortages occurred again, it was 
already too late to encourage farmers 

















to go back to growing 
and rationing had to 
be imposed. There 
" have been such man- 
made production 
crises with pork, eggs 
and vegetables. 
There are now sug- 
gestions to set up 
commodity futures 
ind agricultural in- 
surance. funds to 
prevent or cushion 
these wide produc- 
tion swings. 

The state distri- 
"system, de- 
igned in the pre-re- 
form days of com- 
ulsory... procure- 
entandplanned al- 
cation, is now seri- 
ulation of goods. 














ously blocking the 
It also eats upalar tof the subsidies 
supposedly used to protect consumers. 
As with other state-run operations, the 
system is overstaffed and inefficient. 

Many urban consumers are now buy- 
ing mostly from free food markets, 
where prices may be higher but the 
goods are fresher and service better, 
than in state outlets. State shops, how- 
ever, still serve as the sellers of last re- 
sort, or "fire brigades" as officials call 
them, for those with lower incomes and 
for certain items in acute shortage. But 
maintaining these brigades is increas- 
ingly expensive and. sometimes they 
themselves cause the fire. 

The latest price-subsidy policy is one 
step towards reducing these layers of in- 
competent intermediaries that are dis- 
torting market signals. But unless the 
state commercial system undergoes 
more radical reform, new price distor- 
tions may quickly reappear and a new 
round of proe adjustments and sub- 
sidies may be needed. a 











Costly foreign business 


By Ellen Salem in Hongkong 


hus far, rising costs in China have been a very minor 


tain. 


different interpretation of contracts than is common in the 
Western world." Traders expect rising domestic costs to con- 
tinue to make agricultural products expensive and hard to ob- 


A number of small- and medium-sized Hongkong trading 



































irritant for all but three categories of foreign businesses. 
Inflation has made it difficult for commodity traders to buy 
agricultural products in China and, more often, it is cutting 
into the profits of small- and medium-sized Hongkong-based 
trading firms and a few large food and beverage multination- 
als. Consultants believe, however, that a much broader spec- 
trum of businesses will soon be affected by higher operating 
costs and a shortage of raw materials. 

According to one major commodity trader, rising prices 
and the shortage of agricultural commodities on the market 
are due to the government's decision to keep domestic prices 
depressed. In the past, agricultural exports were, in effect, 
| subsidised to make them internationally competitive. Now, 
Peking has stopped paying farmers premium prices to fill ex- 
port orders. The result, said one trader, is that “I’ve been 
doing nothing for the past several months." 

By the same token, buyers who have placed orders are dis- 
covering, as one trader remarked, that the Chinese side has “a 
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firms have found that their profit margins — narrow to begin 
with — have been cut into by rising costs in China. Most of 
these firms have teams of buyers who make regular trips to 
China. For these companies, the steep rise in food and bever- 
age costs is often difficult to absorb. At the same time, several 
small trading companies have been told by their suppliers, 
which are often collectives, to place their orders now. 

Nonetheless, several of the large multinational apparel 
buyers in Hongkong who deal with the state import-export 
firms believe that they will be insulated from the impact of in- 
flation. In fact, they expect prices to ríse gradually — as they 
have in the past. 

On the other hand, multinational companies in the food 
and beverage business, which sell and source locally, are feel- 
ing the pinch now. Costs have risen for Kentucky Fried Chic! 
en in Peking because of the decontrol of vegetable prices, 
while beverage bottlers must cope with the rising cost of 
sugar. 


















































COMPANIES 


~ By Nick Seaward in Kuala Lumpur 


aleigh Bhd, the diversified trading, 
EN property, manufacturing and finan- 
| cial services group, has announced a 
| huge corporate acquisition and rights 
| issue package which could catapult it 
into the front rank of Malaysian com- 
panies. The plan involves the cash pur- 
chase of majority stakes in two other 
| publicly listed companies — which in 
- turn will give it control of a third — and 
will be financed almost completely by a 
massive M$253.7 million (US$98.3 mil- 
-} lion) rights issue. 
If the package is given the go-ahead 
| by the regulatory authorities, the seven- 
for-two, par M$1, rights issue will be the 
-. largest seen in Malaysia since Malayan 
Banking’s M$270 million one-for-four 
at M$6 in 1984. However, the response 
by investors has been only mildly nega- 
tive. Raleigh was the seventh-most ac- 
tive stock during the week of the an- 
nouncement but finished only 7 M cents 
down at M$1.52. 
The reason for the muted reac- 
-tion to such a large cash call is not 
hard to find. The money raised will 
venable Raleigh to acquire a direct 
and indirect interest totalling 62% in 
one of Malaysia's most fecund cash 
“cows — the newly privatised-and- 
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Wheels of fortune 


E : Raleigh plans Malaysia’s biggest rights issue 


listed lottery company, Sports Toto. 
The controlling stake will come from 
the purchase of 30% direct from the 





Minister of Finance Inc., a state holding | 


company, and the purchase of 54.16% 
of Berjaya Corp. (Malaysia) Bhd from 
major shareholder B&B Enterprise. 
Berjaya owns 53% of Sports Toto and 
Raleigh already owns 2.876. 

With the new acquisitions under its 
belt, Raleigh's paid-up capital will jump 
from M$72.5 million to M$326 million. 
Earnings per share are forecast to re- 
cover from a loss of 0.7 M cents per 
share for the year ending 31 January to 
9.6 M cents per share by the time the ac- 
quisitions have been completed. If 
Raleigh's current price-earnings multi- 
ple of 38 is anything to go by, the en- 
larged company's market capitalisation 
of about M$1.15 billion will place it in 
the Kuala Lumpur Stock Exchange 
(KLSE) top 20. 

The scheme is the brainchild of 
Raleigh's new chief executive, Patrick 
Low, who raised eyebrows when he left 


his post as executive director of Arab- | 
| surprising, therefore, that the share was 


Malaysian Merchant Bank to join the 
struggling company in April. “I want to 
turn Raleigh into a blue-chip corpora- 
tion," he told the REVIEW. 


Bumping up against a ceiling 


Philippine politicians want to limit annual debt repayments 


By Jose Galang in Manila 


A measure now gaining ground in the 
Philippine Senate to limit the coun- 
trys annual debt-service payments 
could damage rather than bolster an 
economy now firmly rising from the 
general slowdown of the mid-1980s. If 
such a motion becomes law, debt servic- 
ing would be restricted to just 10% of 
the preceding year's merchandise-ex- 
port receipts. 
The measure is intended to channel 
funds into development projects that 
^ would otherwise be used to repay in- 
terest and principal on the Philippines 
foreign debt of some US$28.6 billion. 
This year, for instance, debt-service 
poma would be cut to US$572 mil- 
ion, given an export total for 1987 of 
US$5.72 billion. This compares to an es- 
timated US$2.86 billion due to various 
creditors under existing arrangements. 
However, the “savings” resulting 
from the reduced repayments ceiling 
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could easily be offset by “losses.” Flows 
of commercial and concessional financ- 
ing would be lost from the damaging of 
relations with the international financial 
community. Lower debt repayments 
would necessarily lead to some non- 
payments, which could lead creditor 
banks to call on cross-default clauses 
normally contained in loan agreements 
with local borrowers. 

The 10% ceiling proposed on Mani- 
la’s payments is just one of three key 
provisions of a bill reported out on 
11 May by the finance committee of 
the upper chamber of the bicameral 
congress. Another provision requires 
monetary authorities to publicly dis- 
close all details about a loan or 
guarantee within 30 days of its ap- 
proval. The bill also calls for the estab- 
lishment of a debt commission that 
will draft the country’s policies on 
foreign debt. No date has been set for a 


S 





~ Low acknowleged that both Raleigh 
and Berjaya have attracted a spicy repu- 
tation in the market over the past few 


| years. Berjaya is currently controlled by 


hamburger king and wheeler-dealer 
Vincent Tan Chee Yioun. Raleigh was 
one of the public vehicles of Datuk 
Paduka Daim Zainuddin, the finance 
minister, before he was forced to divest. 

The present ownership of Raleigh is 
still a matter of some mystery. Berjaya 
owns 20.1%, but the next largest 


shareholders are a state-owned founda- |; 


tion, Mara, with 7.8% and the Employ- 


ees Provident Fund with 5.6%. There is | 


still a suspicion in stockmarket circles 
that Daim controls the company via 
friendly nominees, but Low denied this. 

As for Vincent Tan, it appears that 
he has consented to stay out of the 
limelight. Tan will, however, retain a 
significant presence in the new con- 
glomerate, as part of the agreement re- 
quires his privately held vehicle, B&B 
Enterprise, to buy Berjaya's 2076 stake 
in Raleigh for M$38.8 million. 


aleigh is paying Tan a premium of 

1496 over the present market value 
for his Berjaya holding. The price of 
M$1.60 a share works out at an earnings 
multiple of 9.4 times the published fore- 
cast. Under the Malaysian Code on 
Takeovers and Mergers, Raleigh will 
make a general offer for the remaining 
shares it does not own. It is somewhat 


chased up by only 9 M cents to M$1.48 
during the first week after Raleigh's an- 
nouncement. 


full debate on the bill by the senate. 

For the period 1988-92, the bill al- 
lows the president of the Philippines to 
raise, with prior approval of congress, 
the debt-repayment ceiling from 1076 to 
12%. The period is considered critical 
to economic recovery. The economy 
has grown by a cumulative 7.2% over 
1986-87, following a decline of some 
1096 in the previous two years. Policies 
being pursued by the government hinge 
on substantial capital inflows. 


en. Alberto Romulo, co-sponsor of 
the bill, says that the debt-service bur- 
den "should be subordinate to national 
development goals." Debt servicing re- 
ceived the largest allocations in the 1986 
and 1987 national budgets, taking 46% 


| and 42%, respectively, of total pro- 


grammed expenditures. 

For 1988, debt servicing accounts for 
35.696 of the total expenditure budget 
of P172.5 billion (US$8.3 billion). 
However, of this year's allocation, 
P.40.7 billion is for payment of borrow- 
ings owed to local institutions and 
P20.7 billion is for iram loans, repre- 
senting 23.6% and 12%, respectively, 
of total expenditure for the year. 

The Philippine Government last 
year signed an agreement with its 483 
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“MALAYSIA’S NEWEST BLUE-CHIP 


(Post -acquisition corporate structure of Raleigh BHD) 
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Major investment. *rPublicly listed companies. Source: Company reports. ` 


REVIEW DIAGRAM by Barhy Lee 


The bid by Raleigh for the Sports | Pacific Textile Industries Bhd (SPTI), | potential of all lies in the export market 
Toto stake is priced at M$9.50 a share. | which it launched last month. Berjaya | for Raleigh’s original product — bicy- 


over the market price and a multiple | and knitted fabric maker, and has made | major order from the US which 
over earnings of 8.6 times. Because | a cash bid of M$4.04 a share for the re- | amounts to two-three years of produ 


Raleigh is only buying 30% of the com- | maining shares. tion of an innovative three-wheel 
pany it will not have to make a general | — SPTI is profitable, making M$8.7 | specialty bike. The order, according to 
id, but this did not prevent speculators | million last year before tax. Sports Toto | Low, is the equivalent of eight times the 


on the KLSE from mee the price up | is even more profitable, with a forecast | factory’s 1987 sales and it persuaded 
by 25 M cents to M$9.05 last week. pre-tax profit in the 16 months to De- | him to change his mind about shutting 

Complicating the matter is Berjaya’s | cember 1988 of M$38.5 million. down Raleigh Industries, the loss-mak- 
own offer for publicly listed South It is ironic that perhaps the greatest | ing bicycle subsidiary. 











commercial-bank creditors for the re- The Philippines’ chief debt The situation may have. to be 
scheduling of US$13.2 billion of the | negotiator, Finance Secretary Vicente | clarified speedily if the government 
country’s commercial borrowings. | Jayme, concedes that the initiative in | wants to conclude talks with various 
Under the agreement, principal repay- | congress represents *a valid concern" 
ments will be for a period of 10 years | over whether there are sufficient funds 
starting in mid-1994, Interest on the re- | for investment and for development to 
scheduled loans was pegged at 0.875 ofa | alleviate poverty. However, he says that 
point over the London inter-bank of- | the primary objective of any debt-man- 
fered rate (Libor), a reduction from the | agement strategy "is to see to it 
previous rate of 1.625 points over Libor. | that growth targets are in fact 
The rescheduling agreement came | achieved." 

into effect on 1 January 1987, effectively | 
reducing the debt burden last year to | dos assumed his cabinet position 
US$2.75 billion, from earlier estimates | in October 1987 at the height of a 
of US$4.38 billion. If the Philippines | controversy over a demand by foreign- 
had imposed the senators’ 10% ceiling | bank creditors for the government to 

i 

| 


US$1.64 billion this year. The Manila 
negotiators are seeking US$549 mil- 
lion from the World Bank, including 
US$200 million concluded in March for 
the rationalisation and strengthening of 
government corporations. A total of 
US$305.9 million is needed this year 
from the Asian Development Bank. 
From Japan's Overseas Economic ¿i 
Cooperation Fund, Manila is seeking 

credits of 102 billion (US$817.9 mil- 
lion), for the 15th annual credit package 








last year, the loss of official and com- | support fertiliser company Planters Pro- | that the country gets from the agency. 
mercial financing and investment owing | ducts Inc. Congress had called for stiff The debt-repayment ceiling issue is 
to a resulting foreign-exchange crisis | measures against the banks at the risk of | also being discussed less formally by 
could have easily exceeded the US$1.63 | jeopardising the rescheduling talks at | members of the House of Representa- 
billion savings from the reschedulingdeal. | the time. Jayme says that the legislators | tives. A group of 21 congressmen has 
Bankers say that a unilaterally im- | then agreed to the government | joined a “Freedom from Debt Coali- 
posed ceiling could mean Manila losing | negotiating its way out ofthat mess, and | tion" that has three main demands. 
USS1 billion of official aid, trade financ- | the final agreement approximated the | First, the coalition seeks a moratorium 
| 





ing of some US$2.9 billion and private | executive branch’s original proposal. | on foreign debt-service payments until a 
investments of about US$200 million a Before the current bill becomes law, | new rescheduling agreement eases 
year. Industries may again have to | “we should sit down and discuss this | terms on existing loans based on the 
scramble for foreign exchange through | among ourselves. I have the greatest | country’s capacity to pay. Secondly, it 
the black market to finance imports of | confidence that out legislators are men | wants a disengagement from loans “that 
raw materials and spare parts, as hap- | who have sound judgment and it’s just | did not benefit the people,” and, 


i 

| 

| 

| pened during the financial crisis of 1983- | a question of clarifying the situation," | thirdly, a limit on debt payments to 10% 
84. 








| Jayme says. of export earnings. o 
















This represents a premium of 70 M cents | already owns a 32% stake in the yarn | cles. The company has just secured a |. 





















financing agencies on loans totalling | 
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Inflated expectations 


Japanese worry about a domestic price surge 


By Nigel Holloway in Tokyo 


N ow that the threat of financial crash- 
es and depression is receding, the 
obverse is beginning to worry some Ja- 
panese: inflation. Although domestic 
prices are low, they have been on an up- 
trend for more than a year. Japan’s fi- 
nancial markets are watching to see 
whether the authorities will respond by 
raising interest rates. 

Bankers in Tokyo were given a taste 
of what could lie in store when Britain’s 
Chancellor of the Exchequer, Nigel 
Lawson, hinted on 11 May that there 
could be an internationally coordi- 
nated rise in interest rates in response to 


probably grew at about 8% in the first 
quarter on an annualised basis, lower 
than the 10.1% expansion in the 
fourth quarter, but high enough to give 
cause for concern about the effect on 
prices. 

Capacity use has risen much faster 
than in earlier recoveries and factories 
are now operating at a higher rate than 
during the 1979-80 boom. Businesses 
can onlv try to alleviate the situation by 
hiring more workers, but labour supply 
is reported to be tight. The spring wage 
offensive closed with average rises of 
4.476 , a surprisingly low figure say some 


INFLATIONARY TRENDS 


(Japanese wholesale and consumer prices indices. 
Three-month moving average) 
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a tightening of the US money markets 
by the Federal Reserve, the US central 
bank. Shares fell sharply in most main 
stockmarkets, including Tokyo,where 
the Nikkei index dropped almost 1%. 
Japanese equities recovered the follow- 
ing day, but the Japanese Government- 
bond market continued to gyrate 
strongly with the benchmark 10-year 
stock No. 105 climbing from 4.5% to 
4.76% in two sessions. 

Nobody is suggesting that Japan now 
faces a dramatic upsurge of inflation at 
this stage, but even a small increase in 
absolute terms will have a big impact on 
a consumer-price index rising at an an- 
nual rate of only 0.7% as of March 1988. 
The greater worries are in the weak-cur- 
rency economy of the US, though this is 
small consolation for Japan where busi- 
ness is booming. Domestic demand 
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REVIEWDIAGRAM by Rickey Hui 

economists, though labour costs are 

continuing to rise because of increased 
overtime. 

The construction industry was the 


only area facing serious bottlenecks this | 


time last year, and prices were rising for 
building materials such as lumber and 
steel. Now the inflationary pressures 
are more widespread, particularly in 
chemicals, industrial and electrical 
machinery and precision instruments. 
The price of base metals like copper. 
nickel and aluminium has been rising. 
Rubber is at a five-year high and silk 
yarn in Japan has jumped by 41% in the 
past vear, far surpassing the govern- 
ment's support price even though offi- 
cial inventories have been released. 
After fresh falls in crude oil prices in the 
wake of the last meeting of Opec in April, 
values could begin to climb again due to 





i 
i 
i 
| 
| 
| 


| 
| 
| 
| 
| 
| 
l 


strong. industrial growth worldwide. 


The Nikkei international commodity 
index — which is denominated in yen — 
rose by 3.3% in the week to 12 May to 
its highest level in 28 months. Between 
September 1985 and the end of 1987, in- 
creases in the US dollar-based price of 
imported raw materials have been more 
than offset by the rise in the yen, but the 
exchange rate has since stabilised at 
around US$1:¥125. 

This has already begun to feed 
through to the wholesale prices of im- 
ported goods which rose by 0.4% in 
March over the previous month, their 
second consecutive monthly increase. 
This trend is also boosting the value of 
Japan’s total imports, which rose to 
US$15.7 billion in April 1988, 31% 
higher than the same month last year. 

Changes in Japan’s money supply 
have done nothing to dampen expecta- 
tions of inflation. The growth in M2 plus 
certificates of deposit, the most closely 
watched indicator, was 12.196 in the 
first quarter of this year over the same 
three months a year ago, the fastest in- 
crease since the middle of 1979. Sea- 
sonal factors are likely to lead to tighter 
conditions in the money markets over 
the next few weeks. 


T response of the Bank of Japan 
(BoJ, the central bank) to this will be 
a good guide to the degree of its concern 
about inflation. If it does not loosen 
monetary policy to compensate for the 
rise in demand for money, it will suggest 
interest rates are on their way up. The 
Official discount rate is at a post- World 
War Il low of 2.5% and has not been 
raised since 1980. 

For the past several weeks, the cen- 
tral bank has been trying to muddy the 
monetary waters, says Richard Jerram, 
economist at Kleinwort Benson, some- 
times tightening and at other times eas- 
ing liquidity. According to reports of 
the BoJ's informal “window guidance," 
city and regional banks were asked to 
reduce the growth in their lending in 
April-June 1988 to a rate lower than in 
the previous quarter. 

BoJ governor Satoshi Sumita left an 
audience of journalists in mid-April in 
no doubt of what he called his institu- 
tion’s "supreme mission" to ensure 
price stability. Prices are stable, he said, 
and "it is most unlikely that there will be 
major changes [in macroeconomic pol- 
icy] for the present. But in the future we 
can't fail to pay due attention and take 
precautions." 

One of the triggers for the worldwide 
stockmarket crash last vear was the 
rapid rise in Japanese Government- 
bond yields, which went from 2.5% to 
6.3% 1n less than five months. Analysts 
do not expect such a steep rise this time 
— unless perhaps the monetary au- 
thorities delay an increase in interest 
rates until long after the summit meet- 
ing of the seven main industrialised 
countries in Toronto in June. oO 
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Nedlloyd Lines, the reliable Dutch solution to all your 
international transport requirements, 
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Nedlloyd Lines 


P.O. Box 240, 3000 DH Rotterdam, 
Tel.: (10) 4177933, Fax (10) 4147394 
Telex 24690 NEDL NL 


















































Deutsche Bank AG 


Head Office 
Taunusanlage 12 
“P.O. Box 100601 


::8000 Frankfurt am Main 1 
| Tet:t69) 7150-0 











Your business need not be a 


world apart. 


The world of international bank- 
ing is made up of many different 
worlds. Customs, practices and tra- 
ditions differ from nation to nation, 
from business to business. To take 
maximum advantage of opportuni- 
ties in international business, you 
need a bank that bridges these dif- 
ferences — without losing sight of 
the individual features of client and 
marketplace. 

The Deutsche Bank Group's 
international network puts the 
experience and expertise we have 
gained as Germany's largest com- 
mercial and investment bank to 
work for your business, linking local 


Deutsche Bank | Z 


Deutsche Bank AG 
Tokyo Branch 

ARK Mori Building 23 F 
12-32, Akasaka. T-chome 
Minato-ku. Tokyo 107 
Tei: (3) 5 88-19 71 


Deutsche Bank Australia Ltd: 
1 Collins Street i 
Melbourne. Victoria 3000 
Tel: (36541277 

15 Castlereagh Street 
Sydney. NSW 2000 
Tet:(212388000 .. 


-o Tels 2244677 


experience with — international 
know-how in over 50 countries 
around the globe. With the 
Deutsche Bank Group at your side, 
you have complete access to the 
world of global finance, backed up 
by the full range of services you 
would expect from one of the 
world’s largest banking groups. . 

If its time to connect your 
business to the world of inter- - 
national finance, consider using 
the skills and experience of one 
of the world's leading banking 
groups. 

Contact the Deutsche Bank 
Group office nearest you. 





Deutsche Bank (Asia) AG 


Singapore Branch Hong Kong Branch 


50 Raffles Place New World Tower 
Singapore 0104 16-18 Queen's Road C. 
Maxwell Road P.O. Box 3941 G.P.O. Box 3193 
Singapore 9059 Hong Kong 


Tei: (5) 8430400 





Deutsche Bank (Asia) AG Other Deutsche Bank (Asia) 

branches in; Bangkok, — 7 
Bombay, Colombo, Jakarta, — 
Karachi, Kuala Lümpur ^. 
Lahore, Macau, Manila, > 
Pusan, Seoul. Taipei 


Worldwide Fans 


CFM56 engines enjoy international 
acclaim. After millions of hours of 
experience, the CFM56-2 and -3 
are in a class by themselves for 
high reliability, outstanding dura- 
bility, and low operating costs. As 
a result, the -3 has rapidly become 
a best seller in the world of high 
bypass turbofans. 


The CFM56-5 is a high perform- 
ance derivative of this outstanding 
engine family. It will provide the 
lowest-risk, lowest-cost power 


available for its applications. 


With all this, aircraft like the A320, 
A340, 737-300, 737-400, 737-500, 
and DC-8 Super 70 can rely on 

the CFM56 family for power that 
fits perfectly. No wonder we have 


so many fans around the world. 
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‘TECHNOLOGY 





By Bob Johnstone in Tokyo 











Mystery of the neural network 


The human brain inspires Japan’s hi-tech researchers 












--" 
lieves that for neural networks to gain | 
the recognition (hence funding) that is 
needed, it is necessary to develop “prac- 
| tical systems that do useful things.” 
Practising what he preaches, Cooper 
helped found the world’s first neural 
network company, Nestor; which is de- 
veloping speech-recognition systems. 

Teaching neural networks to do 





T plot is familiar. While the 
policeman goes bumbling off in 
the wrong direction, the great de- 
tective Sherlock Holmes quickly 
tracks down and apprehends the 
fleeing villain. The setting, how- 
ever, is somewhat different. In- 
stead of Victorian London, we are 
in present-day Kawasaki, for the 
opening of Fujitsu's lavish new 
20-storey technology centre — and 
the cast are not actors, but robot 
| dolls. 

How does the robot Holmes 
manage to pursue its quarry so un- 
erringly? Elementary, my dear 
Watanabe. Although both dolls 
have the same set of sensors, the 
policeman contains only a conven- 
tional computer whereas Holmes is 
equipped with a neural network. 

The crucial difference between 
the two is that, unlike a computer, a 
neural network can be trained — it 
does not need a programme to tell it 
what to do. Hence, the robot can 
respond faster and more flexibly to 
clues picked up by its infrared eyes 
and ultrasonic ears. 











Holmes and Watson: training not programming. 





As the name suggests, neural 
networks are modelled on an existing 
type of processor — the brain. Inside 
our heads we carry billions of cells call- 
ed neurons, each of which has the ability 
to accumulate and discharge electric 
charge — in effect, switch on and off — 
somewhat like the cells on a memory 
chip. 

Silicon can switch a million times fast- 
er than protein, but where grey matter 
scores over inorganic transistors is in the 
sheer number of connections between 
its neurons. It appears to be these con- 
nections — and their relative strength 
vis-à-vis each other — that gives us the 
power to perform feats of processing, 
especially of sensory information, that 
| are way beyond the ability of even the 
| smartest computer. 

For example, when my two-year-old 
son sees me heading for the front door 
first thing in the morning, he says 
"paper," because he knows that I am 
going to get the newspaper. According 
| to the connectionist theory, this is be- 
cause close links have been established 
in his head between neurons represent- 
ing father, morning, door and news- 
paper. 

Establishing connections is another 
way of saying learning. It is this ability 
to learn through experience that in re- 
j cent months has made neural networks 
| one of the hottest topics in science. 

L The basic idea of neurons as binary 
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switches has been around since 1943. 
During the 1960s, two American resear- 
chers, Frank Rosenblatt and Bernard 
Widrow, applied the idea in the form of 
a simple neural network called the per- 
ceptron, which could be trained to rec- 
ognise simple images such as letters. 


| But in 1969, their work was discredited 


by a scathing attack from two propo- 


nents of artificial intelligence, who | 


claimed that their approach — based on 
conventional computers — was more 
likely to succeed. 


Aore isolated researchers con- 
tinued to grapple with the theoreti- 
cal problems, neural networks remain- 


| ed out of fashion throughout the 1970s. 


The revival of interest has come about 
for a variety of reasons, not the least of 
which is that artificial intelligence has 
failed to live up to expectations. In par- 
ticular, it appears that neural networks 
are eminently suitable for use as parallel 
processors (when more than one piece 
of information has to be processed at 
the same time). 

So far, most of the research on 
neural networks has been done in uni- 
versity laboratories, mainly in the US. 
As is inevitable with such a complex and 
abstruse subject, the results of such re- 
search tend to be highly abstract, thus 
inaccessible to the uninitiated. 

Nobel prizewinner Leon Cooper be- 





Joo SEAR FAGTERMCEPQMAKAO BARDU L DANIR AAA 


| neurons in hardware) is based on re- 


| Asakawa, who heads the 10-strong 


| neurons rather than pre-programmed 















useful things is also very much what 
the Japanese have in mind. Last 
month, NEC announced that it had 
developed a neural network-based 
system which can recognise letters 

















memory syste Works by as- 
sociation rather than binary ad- 
dresses. 


Other, more rising. Japanese 
links with neural research include 
Asahi Chemical, which is working 
on a speech recognition system in 
conjunction the inki University 
of Technology. Still more unex- 

ected, the Industrial Bank of 
apan is reliably reported to be 
funding neural network pioneer, 
Nestor. o RE 

Although interest on the part of. 
companies is relatively recent, 
Japanese involvement in . 
networks goes back a long way. 
Based on Rosenblatt and Widrow’s 
work on the perceptron, Shunichi - 
Amari at Duk University and 
Kunihiko Fukushima at NHK (Japan 
National Broadcasting Corp.) dubbed 
the associatron and the cognitron, and 
tried to model the behaviour of neurons. 

Fujitsu's neural network (actually, 
just a software simulation, since it has 
yet to be decided how best to create 



























search by David Rumelhart at the Uni- 
versity of California at San Diego. 
Although iri aet pattern 
recognition is ideally suited for neu- 
ral networks, according to Kazuo 


neural network group at Fujitsu 
Laboratories, it is also very difficult to 
achieve. Instead, his group chose the 
simpler goal of controlling robot 
motors. 

The merits of motors controlled by 


| 

| 

| 

| 
instructions, Asakawa claims, is that 
they are quicker and easier to control, 
and that robot movement is smoother as 
a result. For these reasons, he thinks | 
that neural network—driven robots will | 
find a use in situations where a gentler 
touch is required: for example, in hospi- | 
tals. 

Despite Fujitsu's success in dem- 
| onstrating the new approach’s: poten- 
tial, neural network research is stillinits. |. 

infancy. It is likely be many years before | 
neural networks are able, like Sherlock 
Holmes, to help police with their in- 
| quiries. 
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Japanese department stores in Singapore, Taipei and Hongkong: search for new markets. 





Japan’s giant stores cash in on the rising affluence of Asian consumers 


The bargain hunters 


By Carl Goldstein 

Carried on a tide of 
rising incomes around 
Southeast Asia, Ja- 
panese department 
-| stores are increasing 
3 their penetration of 
established | markets 
Seis and expanding into 
more countries in the region. The 
search for new markets to conquer is 
taking them far beyond their original 
beachhead in Hongkong, where Dai- 
maru — one of three original depart- 
ment stores founded in Japan during the 
19th century — had led the way as early 
as 1960. 

Today the expansion of Japanese re- 
tailing has resulted in the establishment 
of 13 Japanese department stores in 
Hongkong, seven in Singapore, five in 
Bangkok, and one each in Taipei and 
Kuala Lumpur. 

In Hongkong — which boasts the 
largest department-store sector in the 
region, outside of Japan — the main 
push did not start until the first half of 
the 1980s. Although published statis- 
tics are lacking, the nine Japanese 
store groups operacni in the terri- 
tory have grabbed 40-50% of the ex- 
panding department-store market, ac- 
cording to local and Japanese store 
executives. 

Outside Hongkong, the Japanese 
moved in wherever foreign investment 
rules and local economic conditions per- 
mitted. Singapore was the second mar- 
ket to be attacked. Its free port and high 
income levels made it an obvious target. 
The period from 1982-87 saw four of the 
major Japanese department stores join- 
ing Isetan, the Tokyo-based retailer 








noted for its emphasis on fashion cloth- 
ing, which had been the first into Singa- 
= in 1972. By now, they have col- 
ectively taken 35-45% of the local mar- 
ket. 

The extraordinary economic growth 
achieved by other countries in East and 
Southeast Asia has made their markets 
too good to resist as well. So when 
Taiwan began relaxing its former re- 
strictions against foreign investment in 
service industries, the Japanese were 
quick to seize the opportunity. 

Last November, Osaka-based Sogo 
opened a big outlet on Taipei’s newly 
fashionable Chung Hsiao East Road, 
becoming the first to enter the market 
under its own name. Consumer re- 
sponse has outpaced the company’s 
most optimistic projections. The store 
has led local department stores in sales 
each month since it opened. The store's 
management predicted it would break 
even before the end of its first year — a 
target which had been projected to take 
three years to achieve. 

The Sogo opening also set off 
shockwaves throughout the domestic 
department-store sector, particularly in 
Taipei. In defensive reaction, many 
local companies have signed manage- 
ment contracts with other Japanese re- 
tail groups. 

The economic boom which has pro- 
pelled Thailand to be tagged by some as 
the next candidate for the status of a 
newly industrialised country, has also 


Free-spending Japanese: page 84 


Locals under pressure: page 84 











led to a surge of investment by Japanese 
department stores. 

Within the past three years, Sogo, 
Tokyu, and “superstore” operator 
Jusco have joined Daimaru, first in- 
to Bangkok as in Hongkong, in the 
struggle for the disposable baht of 
the city’s increasingly affluent consum- 
ers. 

The move into Bangkok has gained 
pace despite import tariffs of as much as 
100% that make it virtually impossible 
to sell foreign, especially Japanese, 
goods — usually the mainstay of the Ja- 
panese retailing formula. 

That they have been able to grab 
25% of the local market — according to 
the estimate of leading local retailer, 
Samrit Chirathivat, chairman of Central 
Department Store — testifies to the Ja- 
panese groups’ ability to operate in 
widely varying conditions. In mid-May, 
Yaohan, another of the superstores, an- 
nounced plans to open a big outlet in the 
city centre in 1990. 


mong other cities in the region, 

Kuala Lumpur has not been neg- 
lected. Yaohan set up shop there last 
year. But other companies may be slow 
to follow because of Malaysia’s more re- 
strictive regulations on foreign-service 
investment. 

Seoul remains closed for similar 
reasons, though the big Lotte depart- 
ment store and rivals Midopa and Shin- 
segae are operated along Japanese 
lines. Manila and Jakarta have not yet 
achieved sufficient affluence to attract 
strong interest. 

The rising flood of Japanese tourists 
roaming the region with piles of yen in 
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hand led Daimaru to announce in April 
its plans to open its first Austra- 
lian. venture. The company said it 
would open an outlet in Melbourne's 
Victoria Station development in 
1991. 

For Japanese retailers, more is at 
work than the lure of attractive new 
markets. The strong yen has had its im- 
pact on the department-store sector in 
Japan as well as the rest of the economy. 
In 1987 alone, major Japanese retailers 
opened 11 new outlets overseas, six of 
which were in the Far East. 

One effect of the yen's rise is that 
overseas sourcing has becoming in- 
creasingly important. Japanese con- 
sumers are rapidly losing their resist- 
ance to foreign goods, as the price diffe- 
rentials between imports and domestic 
products become wider. Both depart- 
ment stores and the superstores — giant 
discount stores on the North American 
model offering a wider range of lower- 
priced goods — are using their 
widening overseas presence to 
expand imports of goods for 
sale in Japan. 

Another domestic factor 
lending allure to overseas ex- 
parion is Japan’s Large-Scale 

etail Store Law, which aims 
to protect the interests of the 
legion of mom-and-pop stores. 
The law limits the opening of 
new stores by the major retail- 
ers and also restricts the hours 
and days they may operate. 

Japan's astronomical real 
estate prices and over-built 
cities make the cost of building 
or leasing overseas seem very 
attractive. Even Hongkong 
looks cheap in comparison, 
and Singapore more so, while 
Taipei, Bomikok, and other re- 
gional cities are bargains by Ja- 
panese standards. 

Another lure is lower con- 
struction costs, which will 
usually be met in part by lo- 
cal joint-venture partners. 
Sogo's Taipei partner, Paci- 
fic Construction, provided the land 
and 51% of the building and start-up 
costs. 

Besides the initial savings Sogo 
gained because of this, the politically 
cautious company was able to avoid 
heavy investment in fixed assets in a 
country that, despite its booming econ- 
omy, remains subject to the reunifica- 
tion claims of China. 

Another big attraction in most over- 
seas Asian markets is that break-even 
operation is generally reached far 
sooner than the five years or more 
which is usual in Japan. Sogo's Taipei 
experience, in which the store seems set 
to earn a profit in its first year, was un- 
usual, but overseas profit margins are 
almost certain to equal or surpass those 
at home. 

In Singapore, Sogo's managing di- 














rector Katsuhiko Higuchi said he ex- 
pected it would take only three or possi- 
bly four years for his store to move into 
the black. 

A big reason for this is the relatively 
weak development of domestic retailing 
throughout the region. With a few nota- 
ble exceptions — Central in Bangkok 
and Metro in Singapore, among a hand- 
ful of others — most department stores 
in East and Southeast Asia have re- 
mained heavily bound to their conserva- 
tive, family-run origins. 

This has left an open field for the Ja- 
panese approach to retailing. But what 
Is this approach, and why has it helped 
the Japanese attain such clout in retail 
markets throughout the region? 

Interviews with Japanese and local 
retailers in Hongkong, Taipei, Bangkok 
and Singapore reveal a He common 
answers to the question. Above all, it 
appears to be a systematic, "scientific," 
approach: targeting a particular market 


JAPAN'S RETAIL LEAGUE 
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segment, and then designing a unified 
Strategy of merchandise selection, pric- 
ing, interior design, and advertising to 
appeal to the target group. Also in- 
volved is rigorous inventory and cost 
control. 

The approach also involves more 
sophisticated methods of tracking the 
consumer — and then keeping the cus- 
tomers coming back. At Jusco in 
Bangkok, specially trained staffers con- 
duct in-depth interviews with 150-200 
shoppers every month, with questions 
about jobs and income levels, shopping 
habits, ownership of major appliances 
and brand preferences. A company 
photographer regularly takes pictures 
of the parking lot, then management 
counts the number of each kind of car as 
one way of tracking its customers’ afflu- 
ence. 


| based on income levels, 
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At Daimaru in Hongkong, the store 
offers free classes in flower-arranging, .- 
poetry and home economics for predo- 
minantly housewife audiences. Isetan in 
Singapore began issuing store credit 
cards to qualifying customers — usually 
possession of 
bank credit cards, or savings accounts 
— and offers card-holders the first 
chance at store promotions and sales. 
This has been particularly effective in 
building store loyalty and has now been 
adopted by many companies in the re- 
gion. ; 


E fact, much of this so-called scien- 
tific approach to retailing has been 
adopted from the modern management 
practices pioneered by US corporations 
a couple of generations ago. The fact 
that the Japanese are now using those 
skills to conquer markets across Asia — 
and increasingly North America and 
Europe as well — makes it all the more 
ironic that US department 
stores are conspicuously ab- 
sent from the competition for 
overseas markets. .. 

As they have extended their 


















operations throughout the re- 
gion, Japanese stores have 
moved carefully through the 


minefields of popular Asian at- 
titudes towards the Japanese. 
Of tremendous benefit has 
been the allure of Japanese cul- 
ture for many young people in 
East and Southeast Asia. 

Japanese fashions, pop 
music and films in sóme coun- 
tries have become formidable 
rivals for the perhaps more vis- | - 
ible US influence in these | 
fields. This attraction has a di- - 
rect commercial payoff, as it | 
draws shoppers — especially 
younger, free-spending ones 
— into the stores. 

At the same time, the mem- 
ory of Japan's brutal march 
across the continent in the 
1930s and 1940s remains 
particularly with the 
older generation. South Korea re- 
mains closed to Japanese service invest- 
ment partly as a result of continuing 
Korean anger over Japan's strong-arm 
colonial rule in the first half of this cen- 
tury. 

Although Thailand was spared direct 
occupation by Japanese forces, resent- 
ment against Japan's de-facto domina- 
tion of the country during the wartime | 
period, as well as its modern-day eco- | 
nomic muscle, remains strong. This na- 
tional sensitivity has been a sufficiently 
major issue that the earlier Japanese en- 
trants into the Bangkok retail sector 
have held back from overly aggressive 
expansion for fear of exacerbating ten- 
sions. Only Jusco, the most recent com- 
pany to arrive, has embarked on an am- 
bitious programme which envisions 
opening a new outlet every year. ü 
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Free-spending Japanese 
boast superstore sales 


a In Hongkong and Sin- 
gapore, Japanese re- 
tailers have a secret 
weapon — the hordes 
of their countrymen 
scouring the region 
| for bargains. Japan- 
EE ese tourists have dis- 
much the yen will buy out- 






covered how 
side their own archipelago. Japanese 
department stores' overseas branches | 
are reaping the dividends. 


In 1987, Singapore welcomed 
541,000 Japanese visitors, up more than 
a third from the arrivals the year before. 
Statistics on how much they spent last 
year are not yet available, but in 1986 — 
when the number of arrivals was 
404,000 — it was $$381 million. And the 
yen's rapid appreciation during the en- 
suing year means that per-capita expen- 
diture in foreign currency terms would 
almost certainly have risen. 


In Hongkong, the picture is even | 


more striking. The territory had 1.03 
million Japanese visitors in 1987, up 
4296 from a year earlier. Statistics for 
the first half of the year alone showed 
they spent the equivalent of US$402 
million — making them easily the 
freest-spending group of foreign 
tourists around. 

A surprisingly big amount of this 
money is going to the Japanese depart- 
ment stores in the two city-states. Pub- 
lished figures do not exist, but store 
executives in Singapore estimated that 


Locals under pressure 
to upgrade outlets 


Ithough both represent relatively 

untapped ground, the challenges 
for Japanese department stores looking 
to penetrate the retail markets of 
Bangkok and Taipei could not be more 
different. Thailand’s steep import 
tariffs — up to 100% on many of the 
products in a standard merchandise mix 
— mean that retailers have to sell al- 
most exclusively locally made goods. In 
Taiwan, on the other hand, increasingly 
affluent citizens need little urging to 
spend. Cash-rich consumers positively 
hunger for imported luxury goods, de- 
spite the still-high duties. 

In Thailand, Japanese retailers are 
thus forced to abandon their strongest 
selling tool: using the allure of imports 
as the material embodiments of an 
affluent lifestyle. If applied with 
sufficient guile, the technique moti- 
vates the consumer to spend money 
on all sorts of goods out of his de- 








counted for by Japanese tourists and 
the estimated 10,0 
| ese 
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25-30% of sales last year were ac- 


resident Japan- 


In Hongkong, the situation seems to 
vary more from store to store, in part re- 
flecting their wide geographical spread 
throughout the territory, but the visi- | 
tors’ money remains a powerful lure to 
most Japanese department stores. Of 
the nine retailers represented there, 
only Daimaru, which was the first to 
enter the market, largely ignores the 
tourist trade. Thus it stocks a high per- 
centage of Japanese-made goods — 
about 60% of the total — aiming its ap- | 
peal more at local shoppers. 

Matsuzakaya and Mitsukoshi, on the | 
other hand, orient their merchandising 
strategy around their countrymen's 
tastes, so European, and to a lesser ex- 
tent, US-made goods make up about 
6096 of their merchandise, while Japan- 
ese products amount to another 20%. 
Matsuzakaya and Mitsukoshi are draw- 
ing about 2096 of their revenues from 
tourists, and Daimaru probably no 
more than 5%. 

Despite the relatively long-standing 
Japanese presence in Hongkong, retail- | 
ing industry analysts are unanimous in 
believing that the territory’s market is 
far from saturated. Neither the depart- 
ment stores themselves nor the govern- 
ment publish comprehensive statistics 
on department-store trade. But the gov- 
ernment statistical bureau’s index of de- 


sire to upgrade his standard of living. | 

In Taiwan, economic success is doing 
more than slick sales techniques to fuel 
the retail boom. Now that US pressure 
is forcing the government to slash tariffs 
in most categories, and an appreciating 
NT dollar buys more by the day, the 
public has launched an acquisitive 
binge. The result is record sales and pro- 
fits to even the most backward and cau- 
tious local department stores. 

Total sales last year by 19 leading de- 
partment stores tracked by the industry 
association in Taipei amounted to 


NT$13.1 billion (US$458 million). And l 


no one doubts that market potential is 
far greater — especially if wealthy 
Taiwan nationals are given more incen- 
tive to buy at home, rather than flying to 
Hongkong, Singapore or the US for 
their shopping sprees. 

Per capita incomes in Taiwan, now 





approaching US$6.000 a year, are far 





partment-store sales shows that by Feb- 
ruary of this year the market had risen 
90% in value terms above the average of 
the year to September 1985. 

By all accounts, the market will con- 
tinue to grow at a pace of some 15% a 
year, even if the economy, as expected, 
cools off somewhat from its furious pace 
of the past two years. Hongkong’s virtu- 
ally fullemployment may be a headache 
for employers, but it ensures rising in- 
comes for the territory’s workers. 

The Japanese are not the only for- 
eigners showing interest. The Ameri- 
cans may be complete no-shows, but 


British retailing chain Marks & Spencer | 


opened its first Hongkong outlet in 
early May (after having sold through the 
chain of a local agent for some years). 

A few years ago, the full extent of the 
Japanese retailing presence in Hong- 
kong could be traced simply by taking a 
stroll in the busy Causeway Bay shop- 
ping district. In a three-block stretch, 
one could find Daimaru just opposite 
Matsuzakaya (opened in 1975]. with 
Sogo (1985) just around the corner and 
down the street a bit was Mitsukoshi 
(1980). Just a short hop by Star Ferry to 
Tsimshatsui in Kowloon was Isetan 
(1973) and Tokyu (1982). 

Now that the Japanese superstore 
operators have discovered Hongkong, 
the situation has changed. In a new 
wave of investment that is setting off an 
outward scramble in the local retail 
market, Yaohan, Jusco and Uny — all 
giants in their own right — have opted 
for big outlets in previously untapped 
territory: the New Territories, in work- 
ing-class areas of Kowloon like. Hung 
Hom, and on Hongkong Island in the 
middle-class housing estates. 


higher than those in Thailand, which 
have not yet reached US$1,000. Even 
though Bangkok residents’ incomes are 
considerably higher than the national 
average, the gap is still huge. 

Thai Government statistics on the 
size of the department-store sector re- 
flect this difference. The 33 department 
stores in Bangkok (most are small, 
single-shop operations) had revenues of 
Baht 8.66 billion (US$342 million) in 
the 12 months to November 1987. 


As a result, Taiwan has become the 
biggest new prize around for for- 
eign retailers — and not only the Japan- 
ese. Hongkong companies have also es- 
tablished a significant presence, with 
Sincere department store and Dickson 
Concepts (which operates a chain of 
specialty boutiques in Hongkong) open- 
ing very up-market outlets in Taipei. 
Supermarket and pharmacy chains from 
both Hongkong and Japan are also leap- 
ing into the market. 

But the biggest recent event on the 


| Taipei department store scene was the 
| opening of a Sogo store in November. 
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Besides creating a massive traffic jam in 
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The superstores have tap- 








ped a vast new market by the 
simple proposition of bring- 
ing true one-stop shopping 
to some of the several mil- 
lion people living in the New 
Territories and the less cen- 
tral parts of Kowloon and 
Hongkong Island. Yaohan’s 
shopping centre in the new 
town of Shatin in the New 
Territories is perhaps the 
most successful example. 
With two outlets so far, 
and a third due to open in 
December, Yaohan has be- 
come the leading depart- 
ment store by sales volume 
in Hongkong. 
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he local retailers seem- 

ing reticence in exploit- 
ing this market — which they 
ought to have seen sooner 
than foreign companies — 
has much to do with the pend- 
ing return of Hongkong to 
Chinese sovereignty in 1997. 
“Foreign companies have a 
big advantage now, because local de- 
partment stores have a lot of questions 
about the wisdom of heavy investment in 
fixed assets at this time,” said Daniel Koo, 
chairman of local retailer Shui Hing Co. 

In Singapore, the Japanese depart- 
ment stores have had a less dramatic 
impact on the local retail market be- 
cause of the relatively higher sophis- 
tication of local retailers. Singapore's 
outstanding economic growth during 
the 1970s and early 1980s gave the 
country a per capita GNP of US$7,217 
by 1986, making it the wealthiest 





the Chung Hsiao East Road shopping 
district, the Japanese company’s drama- 
tic entry is forcing the locals to re-learn 
their business. 

“The traditional department store 
here was just a big building, with the 
owner renting out space to any retailer 
who came along,” said George Wong, 
chairman of the Taipei-based Mercuries 
and Associates, which has among its 
other business lines a chain of 50 variety 
stores strung across the island. 

The advantage from the owner’s 
point of view was that it offered a 
guaranteed income from tenant leases, 
plus a percentage of sales. All inventory 
and most staff were supplied by the ten- 
ants, who often occupied as much as 80- 
90% of floor space in such leading local 
department stores as Far Eastern, Sun- 
rise, Today’s, and Shinkong. 

Doing business under these condi- 
tions was a virtually risk-free proposi- 
tion for the store owner. The result, 
however, was a hodge-podge of pro- 
ducts and merchandise styles lacking a 
unified identity. This is precisely the op- 
posite of modern retailing theory, which 
emphasises targeting a market segment, 
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country in Asia outside of Japan. 
The retailing sector that developed 
to supply this affluent market tends to 
be more up-market than even Hong- 
kong. Also, a number of other foreign 
players, such as the French fashion re- 
tailers Galeries Lafayette and Au Prin- 
temps (which also has a store in 
Bangkok), have entered the market in 
the p two years. 
uring the same period, Sogo and 
Tokyu joined Isetan, which had been 
first into Singapore in 1972, and Dai- 
maru, which opened its store there in 


then creating a merchandising mix and 
ambience to attract the consumer. 

Sogo’s new store took the opposite 
tack from local practice. Only Sio of 
floor space was handed over to specialty 
boutiques and cosmetic counters, ac- 
cording to Roy Wang, vice-general man- 
ager of Pacific Sogo (the joint-venture 
company). 


Tr crowds coursing through the 
building's 10 floors on an ordinary 
weekday afternoon and average 
monthly sales of NT$235 million — 
some 25% above management’s origi- 
nal projection for the first year — 
suggest the public is receptive to the 
new ae 

“The Japanese are giving us very stiff 
competition," said, Peter Zen, the 
young vice-president of Today's De- 
partment Store in Taipei. 

But even before Sogo's arrival on the 
scene, a number of locally owned fash- 
ion boutiques had begun adopting Ja- 
panese retailing techniques. The suc- 
cess enjoyed by several of these smaller 
companies helped convince the estab- 
lished department stores that they had 





HONGKONG'S SHOPPING BOOM 


(Total department store sales, Oct. '84 — Sept. '85 = 100) 


Source: Hongkong Monthly Digest of Statistics. 








1982. Superstore operator 
Yaohan movedin then as well. 

Among the Japanese de- 
partment stores, Isetan has 
sunk the deepest roots. It 
became the only foreign de- 
partment store to list on the 
Stock Exchange of Singapore 
in 1981 with a local flotation 
of about 29% of its equity. 
With three stores; including 
its newest one on Orchard 
Road, Isetan Singapore's 
sales for the year. ending 
November: 1987 amounted 
to $$157 million; up 12% on 
the basis of strong clothing 
sales. Sees 

The resulting competi- 
tion has forced local retailers 
to clean up their acts. The 
most successful has been 
Metro, with seven outlets 
and sales of about S$200 
million for the year end- 
ing in Mai The company 
managed to rebound from a 
period. of. declining... sales 
during Singapore's 1985-86 
recession through rigorous cost and 
inventory controls, together. with. a 
repositioning towards more up-market 
merchandise. DE 

Despite the stiff competition, - 
five Japanese department-store operat- 
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ers in Singapore have been able to claim | 


a strong 35-45% market share. . 
There is stiff geographical competi- 
tion for shoppers' loyalty in Singapore. 
Orchard Road, which has been the tra- 
ditional main shopping district, remains 


| perhaps first among equals. 


— Carl Goldstein 


to modernise — the Japanese way. 

Today's was the first of the majors to 
link up with a Japanese company, when 
it signed personnel training and store 
design contracts with Seibu Department 
Store and a Japanese commercial in- 
terior design firm. The result was a com- 

lete renovation of the main branch on 

anking West Road, the older down- 
town shopping area, and reopening of 
the store in late 1986. 

Changes introduced ranged from 
formal opening and closing ceremonies 
by the sales staff, who line up at the 
store entrance and bow to the enter- 
ing or departing customers; to com- 
puterised systems for tracking the 
store’s customer base; to a sort of club 
for high-spending consumers with offers 
of excursions, classes, and small year- 
end rebates. Sales have increased by 
35% , according to Zen. 

Other local department stores have 
been quick to follow suit. The Tongling 
and Mingyao department stores, two af- 
filiated companies on opposite sides of 
Chung Hsiao East Road, signed. man- 
agement contracts with Keio. Shinkong 








department store, which previously had k 














-.| been distinguished mainly by its chaotic | ^ Asa result, Seibu is reportedly con- 














jumble of product displays and a.dimly 
lit basement food market, revamped its 
floor displays and opened a modern 
supermarket under Japanese guidance. 
The result was a 25% increase in sales. 

However, the relationships between 
the p Ud and their Chinese partners 
have been quite rocky in many cases. 
The most common complaint on the 
local side seemed to echo charges fre- 
quently heard of Japanese manufactur- 
ing joint ventures — that the Japanese 
were not supplying their best technol- 
ogy, or in this case, their best ideas, be- 
cause of an alleged unwillingness to 
raise local skills too high. 

Relations between Keio and its two 
local partners, as well as between Seibu 
and Today's, are said by industry 
sources to be close to breaking point. 











sidering a plan to put a large store under 
its own name in the new Hsin Yi Deve- 
lopment District in the eastern part of 
Taipei, the site of the World Trade 
Centre as well as the future home of 
Taipei city government. 


l^ Thailand, lower real incomes have 
meant the four Japanese department 
stores operating in Bangkok — particu- 
larly Daimaru, Sogo, and Tokyu, the 
more traditional department stores — 
have had to adjust their sights down- 
ward from the middle- and higher-in- 
come market segment they would nor- 
mally target. Tokyu Department Store, 
for example, started out in late 1985 
aiming for middle- and upper— middle- 
class families with a monthly income of 
Baht 10,000 and up. 








Within a year it became apparent the 
store could not generate sufficient turn- 
over Or customer base, according to 
general manager Eiichi Ashina. So the 
company switched to targeting à 
younger clientele with incomes of Baht 
4,000 and less, aiming to capitalise on 
the store's location adjacent to Chu- 
lalongkorn University. 

The most successful among the four 
has been the superstore Jusco. After en- 
tering the market in December 1985, 
the company opened its second outlet 
16 months later, and management says 
the third and fourth will be built at the 
end of this year and next. 

Bangkok residents are still learning 
the habits of consumerism that have dri- 
ven department store profits in more 
mature markets around the region. Asa 


result, the sort of strategy commonly | 
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Singapore: Optimism for 
the Houston of Asia? 


he demise of entrepót refining 
in Singapore has been predicted 
many times since the first major upheav- 
als of the world oil economy in the mid- 
and late 1970s. In the 1980s, the conven- 
tional wisdom of oilmen and industry 


. Observers continued to be gloomy, 


suggesting a brutal contraction of Singa- 
pore's refinery operations in the face of 
severe external challenges. 

Yet, in the months from August 1987 
to March 1988, Singapore refiners an- 
nounced a spate of large investments to- 
talling US$490 million in sophisticated 
secondary-processing facilities. What 
explains this remarkable turnaround of 
expectations in the industry? 

Beginning with a small crude-distil- 
lation unit built in 1961, major oil com- 
panies operating in the region located 
their refining facilities in Singapore. A 
period of rapid refinery construction 
and expansion led the country to its pre- 
sent status as the Asia-Pacific's premier 
entrepót refining centre. The oil sector 
now runs the range of oil-related ac- 
tivities, from engineering, exploration 
and geophysical services and supplies, 
and oil rig-building and repairs up- 
stream, to crude and product storage, 
trading, marketing and distribution 
downstream. 

The expansion of trading operations 
based in Singapore has been striking. 
Not only do the international majors 
maintain a presence in Singapore, but 
oil companies and independent traders 
from Kuwait to Hawaii have opened of- 
fices to handle their regional trading 
and marketing concerns. Spot trading in 
Singapore already encompasses a wide 


range of refined products, and Singa- 
pore prices have become the bench- 
mark for supply contracts and other 
transactions in the region. Singapore 
has been called the “Houston of Asia" 
because its comprehensive range of oil- 
related activities have put the country at 
the centre of the region's petroleum 
economy. 

The heart of the industry lies with the 
country's five refineries: Shell, Esso, 
British Petroleum, Mobil and the partly 
government-owned Singapore Refining 
Co. With a total nameplate crude-distil- 
lation capacity of 943,000 barrels per 
day (bpd), Singapore is the world's 
third-largest refining centre, after the 
US Gulf Coast and Rotterdam. 

As the "swing" refiner of the Asia- 


j Pacific, Singapore competitively fills 


specific product deficits of countries 
within the region. Singapore's primary 
oil-trading market extends from the 
Gulf across to Northeast Asia, and from 
Australia across to the US West Coast. 
Crude oil entering Singapore is gen- 
erally a combination of Gulf and region- 
al (Indonesia, Malaysia, China and 
Brunei) cargoes. Refined products from 
Singapore regularly move to South and 
Southeast Asia, Northeast Asia, the 
Gulf and the US West and Gulf coasts. 
Important secondary markets for Singa- 
pore's refined products include the 
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South Pacific, the Mediterranean, West 
Africa and the US East Coast. 

Singapore is an important transship- 
ment centre for breaking down large 
crude-carrier cargoes for regional sales, 
and for building up shipments of region- 
al crudes for sale to Japan and the US. 
As à focal point of international air and 
sea routes, the country is also the re- 
gion's key bunkering centre for jet fuel, 
marine diesel and fuel oil. 

To exploit the structure of demand in 
oil products in the Asia-Pacific region, 
which has been evolving in favour of 
lighter cuts, Singapore refiners invested 
a total of S$1.7 billion (US$848.3 mil- 
lion) from 1980-86. This investment 
went primarily to upgrade facilities with 
computerised control systems, energy- 
conservation equipment and secondary 
processing facilities. 


l n September 1987, Esso announced its 
decision to proceed with a US$150 
million visbreaker unit with a capacity 
of 50,000 bpd. This was followed by 
Mobil’s decision in October to build a 
US$80 million 23,000 bpd hydro- 
cracker, in addition to a US$20 million 
project announced in August 1987 to ex- 
pand the catalytic-reformer unit’s capa- 
city from 14,000 to 19,000 bpd. Most re- 
cently, in March, Shell announced plans 
to construct a catalytic-cracker complex 
with an investment of US$240 million. 
Crude processing in Singapore may 
be broken down into three categories: 
own-account, term- and spot-process- 
ing. In 1987, term-processing consti- 
tuted 23% of a total throughput of 
about 700,000 bpd; the corresponding 
figures for own-account and spot-pro- 
cessing were 54% and 23%, respec- 
tively. The demand for own-account 
processing is based on domestic product 
requirements, aviation and ship fuels, 


and product requirements of overseas | 
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adopted by the superstores may better 
suit the market than that of the tradi- 
tional department stores. 

The superstores — which also in- 
clude Yaohan and Uny — target a more 
down-market group of consumers, in 
Japan as well as in their overseas out- 
lets. The chain store operators, as they 
are also called in Japan, field far more 
outlets — Jusco has 330 in Japan — to 
achieve far higher sales volumes, but 
lower profit margins, than the depart- 
ment stores. They also gain a higher 
portion of sales from supermarket oper- 
ations. 

Another aspect of the chain store ap- 
proach that has stood them in good 
stead in Bangkok is to concentrate on 
suburban locations, with adequate 
parking provided. City centre, rush- 
hour traffic jams last all day even when 











the city is not flooded, as happens with 
the annual rains. 


Te is bad news for downtown depart- 
ment stores. These include Dai- 
maru, Sogo, and Tokyu, as well as Cen- 
tral and Robinson, the other major 
locally owned company. The rapid de- 
v oprie of suburban areas in the 
north and northeastern sections of the 
city is attracting large numbers of mid- 
dle-class residents. Increasingly, these 
residents appear inclined to do their 
shopping near their homes, rather than 
face the congestion of the city cen- 
tre. 

Central has already built a huge out- 
let near the airport, and Jusco’s existing 
and future stores are to be in the same 
area. However, Yaohan is planning its 
first outlet in the downtown area. 





Another obstacle that has troubled 
the Japanese stores are the prohibitive 
tariff rates. Cut off from their head of- 
fices’ sourcing muscle, they have been 
forced to develop entirely new supply 
networks. The task is made all the more 
difficult because locally manufactured 
consumer goods — whether garments 
or home appliance — though often 
made under foreign labels, are not up to 
the same quality standards as the Japan- 
ese products. oeoo 

Ashina, the Tokyu general manager, 
said it took more than two years to deve- 
lop stable sources of supply among a 
large number of local wholesalers and 
manufacturers. Most were too small in- 
dividually to supply sufficient quantities 
of a given product, adding to the prob- 
lem of maintaining adequate quality 
control. Uv Carl Goldstein 




















affiliates of Singapore re- f 
finers. This kind of refin- 
ing provides a minimum 
baseload for the industry. 
Term-processing con- 
tracts (valid for more than a 
year), determine the 
baseload of Singapore refin- 
ers in the medium term. 
High-volume processing 
contracts with Malaysia’s 
Petronas, China's Sinochem 
and Indonesia's Pertamina 
have typically been term- 
contracts. The largest single 
processor of crudes in Sin- 
gapore has traditionally 
been Indonesia, accounting 
for as much as a third of 
total throughput in Singa- 
ore at the peak in 1982-83. 








BP oil refinery: surprising survival. 
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interests increased sharply. 

Since the early 1980s, the 
construction. of source re- 
fineries in Indonesia and the 
Gulf has led observers to 
expect a reduction of de- 
pendence on Singapore en- 
trepót refining and severe 
competition in the regional 
products market. Fears of 
an onslaught of product éx- 
p into the region by the 





source refineries have not 
materialised. | 

These refineries “have 
come onstream rather. 
slowly, and the products 
have largely been handled 
within. company channels, 
ending up in predetermined 
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n 1984, with greater In- 
donesian refinery capacity coming 
onstream, these volumes began falling 
sharply, and term-processing by In- 
donesia halted after 1986. 

The impact of lost Indonesian pro- 
cessing volumes has been offset by 
Chinese work in recent years. China is 
not expected to be able to build new re- 
fining facilities rapidly enough to attain 
self-sufficiency in refined products 
under any reasonable energy-demand 
scenario. China will, therefore, remain 
an important term-processor in Singa- 
pore for the long run, possibly up to the 
end of the century. 

Processing of Malaysian crudes in 
Singapore has been traditionally impor- 
tant, given Malaysia's proximity and its 


limited domestic refining capacity. But | 


with the decision to proceed with 
the construction of the 100,000 bpd 
Malacca refinery, Petronas contracts 
are likely to diminish in importance. 
Spot-contracts involve fairly limited 
volumes of crude to be delivered for re- 
fining, usually over two to six months. 
This kind of work is inherently uncer- 
tain and is subject to volatile fluctua- 





- É The presence of the major oil 





tions. And if the Middle East returns to 
greater stability, spot-processing by 
Middle Eastern clients is likely to de- 
cline. Indonesian spot-deals are also 
likely to diminish as Pertamina im- 
proves its marketing and technical 
abilities. 

A new development has been the 
emergence of Japanese trading houses 
as major players in Singapore-based 
spot processing. Following the move to- 
wards phased deregulation of the Ja- 
panese oil industry in 1986, processing 
arrangements in Singapore by Japanese 


-corporations and trading 
companies, along with large 


- storage facilities, an excellent . . . 
infrastructure, a free market and 


. Astableeconomic-policy 
: environment makes Singapore 


enhanced tradi iGrtun 
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markets. As à result, there 
has been little impact on the region- 
al oil-products market. While it may 
be only a matter of time before Per- 
tamina develops a significant excess 
capacity, Indonesia's disadvantages in 
transport infrastructure and entre- 
preneurial experience work against 
the country's emergence as a serious 
competitor in the regional products 
market. 

Total demand for oil products in the 
region is expected to grow at an annual 
rate of 2.5% from 1986-95 (4% , if Japan 
is excluded). While fuel-oil demand is 
expected to rise in absolute terms, it will 
weaken relative to lighter products. 
Middle-distillate demand is expected to 
grow most rapidly at a rate of 4.5% fol- 
lowed by light distillates at a little more 
than 3%. 

By virtue of its location, comparative 
advantage and investment in secondary 
processing facilities, the Singapore re- 

ining industry will benefit from the 
rapid growth in regional product de- 
mand. The growth in relative impor- 
tance of light- and middle-distillate de- 
mand in the region suggests that the up- 


iddle East and Indonesian | 
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grading investments of Singapore refin- 
ers will yield high dividends. 

Japanese deregulation of product 
imports is likely to help Singapore’s en- 
trepót refineries, given the inefficiency 
in the long-protected domestic refining 
sector, especially as secondary-process- 
ing capabilities grow. The industry also 
stands to benefit from the constraints 
facing China’s modernisation, since 
China’s refinery-construction plans will 
be unable to match domestic-demand 
growth until the turn of the century. 


Product imbalances in the region as- | 


sociated with the evolving structure of 
energy demand will spur the growth of 
oil-product trade in the region. Product 
trade is also expected to grow in impor- 
tance, along with the maturing of the 
Singapore spot-oil market, through the 
further liberalisation of the Japanese 
domestic petroleum market. 


The presence of most of the major oil | 
corporations and trading companies, | 


along with large storage facilities, an ex- 
cellent communications, finance and 
transport infrastructure, a free market 
and a stable economic-policy environ- 
ment makes Singapore ideally suited to 
exploit the enhanced trading oppor- 
tunities in the region. Indeed, the coun- 
try could well emerge as one of the most 
active trading centres of the world. 


T: growth of the spot-oil market, 
and oil trading in general, has made 
the establishment of a viable oil-futures 
market a distinct possibility. The Mone- 
tary Authority of Singapore and the 
Trade Development Board are actively 
seeking the establishment of such a mar- 
ket. Industry sources, however, believe 
the relative thinness of the crude and 
product markets, which would be sub- 
ject to volatile fluctuations in specula- 
tive futures contracts, are a major con- 
straint. Only a market for fuel-oil fu- 
tures contracts seems viable right now. 
Along with geographic and infra- 
structural advantages, the Singapore re- 
fining industry is well known for its 
entrepreneurial drive and technical 
competence. Despite a relatively low 
level of secondary-conversion capabil- 
ity by US standards, the industry has 
maintained an operational flexibility. 
This flexibility has come in the face of 
changing crude- and product-price dif- 
ferentials by creative sourcing of crudes 


as well as in blending, marketing and in- | 


novative processing arrangements with 
a wide range of clients. 

It is still possible to find negative fac- 
tors in the outlook for Singapore's fu- 
ture as an oil centre for the Asia-Pacific. 
However, a wider perspective of the re- 
gion's evolving oil economy suggests the 
prospect of a robust and vigorous indus- 
try. The forecast for Singapore's con- 
tinued viability as entrepót refiner, oil- 
trading centre and base for petroleum- 
related services seems far more bullish 
today than at any time in the recent 


past. 


























BANKING 


In Holmes' court 


Standard Chartered looks to its chief shareholders 


By Anthony Rowley in London 


he misfortunes of the Standard Chartered banking group — beset by heavy 

financial losses, forced asset disposals and the abrupt departure of its man- 
aging director, Michael McWilliam — could be further compounded by the 
problems of Australian financier Robert Holmes à Court. 

The bank, which badly needs a substantial capital injection, hopes to raise at 
least £200 million (US$372.4 million) by way of a rights issue later this year. But 
the financial problems which Holmes à Court is facing (REVIEW, 12 May) 
suggest he will be unable to subscribe to the issue in proportion to his 14.9% 
shareholding in Standard Chartered. 

Standard Chartered chairman Sir Peter Graham noted after the bank's an- 
nual general meeting in London on 12 May that Holmes à Court “remains 
chairman of the Bell group" and that he had promised support for the bank. 
But neither Holmes à Court nor his alternate on the board of the bank, Alan 
Newman, was present at the AGM. 

Another substantial shareholder, Tan Sri Khoo Teck Puat, who holds be- 
tween 7-8% of the equity, has also been having financial problems of his own re- 
cently and this has raised questions over his support for the rights issue. 
Graham noted that he had recently spoken by telephone to Khoo “in Australia" 
and that the Malaysian-born entrepreneur continued to be *very supportive." 

Nevertheless, only one of the so-called three white knights who rescued Stan- 
dard Chartered from the clutches of bidder Lloyds Bank in 1986 looks cer- 
tain to be able to take up his rights entitlement. That is Hongkong's Sir Yue- 
kong Pao, the bank's deputy chairman. Pao, who controls 15% through family 
holdings, was represented at the AGM by his son-in-law, Peter Woo. 

Standard Chartered expects to turn to shareholders for cash around the 
time that the bank's interim financial results for the current year are published 
in August. The hope is that with — as Graham put it — a return to more normal 
levels of debt provisioning and *strong underlying revenue into the bank," the 
interim figures will reflect an improved state of financial health. 

Even so, the chairman's defence against shareholder suggestions at the 
AGM that beating the Lloyds bid had been a Pyrrhic victory was less than con- 
vincing. Graham argued that the bid had undervalued Standard Chartered at 
the time it was made and still undervalued it even if the bank was broken up. 

With two major shareholders hobbled by their own misfortunes, the burden 
on others could be great unless, as seems quite possible, the Bank of England 
(whose executive director, Rodney Galpin, is soon to take over as executive 
chairman of Standard Chartered) persuades City of London institutions to un- 
derwrite the issue and perhaps dilute some of the white knights’ holdings. 

Graham was noticeably evasive when asked by a shareholder whether the 
current restructuring might be preparing Standard Chartered for ultimate 
takeover by another institution. He concentrated instead on the imminence of 
European economic integration in 1992 and the bank's preparations for it. 























That's Forty Million U. S. Dolla ‘ 


THE NEW YORK LOTTERY | 
Pick Your Own Numbers Play Lotto 6/54 


Strike it Rich in America’s Biggest Lottery 


-.. Millions of U.S. Dollars are won regularly playing the World Famous New York Lottery. In fact, the New 
AWARDED BILLIONS OF DOLLARS to people who have won — including it's biggest Jackpot of U.S. $4 

. all the things you could do and enjoy with $41,000,000. Every year, people from all over the world go to ^ 

cu L e New York Lottery. Now, you too can play the World's Greatest Lottery and win a MULTI-MILLION DO 





Playing Lotto 6/54 is Easy 

i - Lotto is the World's most popular form of lottery. The Official 

‘New York version is called Lotto 6/54 and is FULLY BACKED BY 

: THE GOVERNMENT. Each week two draws are held in public ~ 

;, under strict supervision in New York. Lotto 6/54 is easy to play. You 

«pick your own number by selecting any 6 of 54 possible numbers 

from 1 to 54. It's that simple. The numbers you select are entered in 

the Lotto 6/54 Computer System and if they match the same num- 

bers in the draw - YOU WIN THE JACKPOT. Even if you didn't 

select all six numbers, you could still bea winner! If you have only 

3, plus a supplementary number or 4, or 5 numbers correct, you win 
one of the thousands of other prizes. 


Here's How You Can Play 

All you have to do to play the World Famous New York Lottery 

is to.complete the order form and send it to United States Interna- 
tional Marketing's world wide processing center, along with your 
payment. You can play 2, 4 or 6 games for 15, 26, or 52 weeks. 
REMEMBER, EACH ADDITIONAL WEEKLY GAME YOU PLAY 
INCREASES YOUR CHANCE TO WIN THE JACKPOT. Once 
your completed order form and payment is received, your number 
will automatically be entered in the computer system and you will 
receive an “Official Entry Confirmation" by return mail. Your “Offi- 
cial Entry Confirmation" will indicate the numbers you selected. 





Subscribe Now! Think what a jackpot 
of $40,000,000 could mean to you — 
You must play to win. 






PICK YOUR PLAN ~ Check only one box below next to 
the option of your choice. ALL PRICES IN U.S. FUNDS 
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Fast Service 


Your subscriptions are sent to our expre: 
right in Amsterdam's World Famous Schip 
your subscriptions are immediately sent by ou 
to New York. THIS ENABLES US TO PROC 
SCRIPTIONS FROM ANY LOCATION won. 
SHORTEST POSSIBLE TIME. 


You Will Be Notified immedi l 
You Win | 


United States International Marketing will immediately. notify 
you when you win any prize of $1,000 or more dition, you 
receive a complete list of winning numbers after ev: Í 
so that you can carefully check how you are doing. YOUR PRIZE 
MONEY WILL BE CONFIDENTIALLY PAID DIRECTLY TO YOU. 
ANYWHERE IN THE WORLD. Upon expiration of your subscrip- 
tion you will receive a final itemized statement of your winnings. 
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This gives you some idea of SKF's micro world. 
One of our R&D people is pictured examining the surface on the inner ring of a bearing. 
To do so, he would have to be no larger than the thickness of a human hair. 


The micron man. 


GC7E2 


mere 0.1 microns. z 
Can you imagine a man being so small? 
At SKF our scientists work in the micro world. ; 


es To penetrate the inner secrets of materials, they ha 
o to imagine themselves to be just this size. 
D . . It’s a fascinating world: a surface which is perfect 

: our eyes becomes like a ploughed field. | 
At this magnification, the ‘ball’ in a bearing would : 
as high as Everest. And even at that scale, the imperfec- S 

tions would be less than two inches deep. S 
So why do our micro-scientists strive for sill s 





smoother bearings? 


It's true our customers won't see the difference in 











quality. Nevertheless, we know they'll appreciate it when d ; 


our products are put to the test. 








Such improvements are still a scientific ‘voyage of ^. 
discovery’. The further our scientists explore into the — 
micro world of matter, the better our products will a 


become. 


And so it happens that knowledge on the small p 


scale can lead to something big. 


SKF employs some 45,000 people 
from 130 different nations. Manufactur- 
ing takes place in 80 factories in 17 
countries. 

Apart from rolling bearings, SKF 
manufactures and markets cutting tools, 
grinding machines, linear motion pro- 
ducts, textile machinery components, 
aerospace components, fasteners and 
other mass-produced precision products. 


] ... SKE Something extra. 


In every one of these areas, SKF has 
a leading position. 
[ To: Marketing Dept. SKF South East Asia (Pte) Ltd 
| Jurong Town P.O. Box 445, Singapore 9161 
I would like to know more about SKF. 





| Name: 
| Position: 








| Company: 





Address: 














NATIONALE-NEDERLANDEN 


ANNUAL REPORT 


Profits increase by 11% 
despite volatile currency. 


Nationale-Nederlanden is the 
largest insurance group in the 
Netherlands and one of the 
largest in the world, providing 
life and non-life insurance 
services, including reinsurance 
and related financial services to 
clients in 20 countries. 


As the group celebrates its 25th 
anniversary, Nationale-Nederlanden 
is pleased to report handsomely 
increased profits and dividends for 
1987 despite volatility in 
currencies. 


Profits and dividends increase 


The continuing fall of the U.S. dollar 
through 1987 left revenues virtually 
level (Dfls. 17 billion) with those of 
1986 following currency translation. 

Foreign currencies are 
translated into guilders at the rate of 
exchange ruling at the end of the year 
under review. 

The US. dollar reached a 
low Dfls. 1.78 on 31 December (Dfls. 
2.19 in 1986). Mainly as a result of 
this, the international share of 
revenue fell from 50% to 47%. 

Nevertheless, the group 
achieved a net profit of Dfls. 703.1 
million, up 10.696 from 1986. 

Profit per share rose to Dfls. 6.09 
(Dfls. 5.76 in 1986). 


A MAJOR FORCE IN 


Dividends also rose, by 
5.2% to Dfls. 2.65 (Dfls. 2.49 in 
1986) per share. 

Without the change in 
currency exchange rates and in con- 
solidated holdings the increase in 
revenue would have been 6.196. 

With unchanged currencies 
profit would have been higher by 
Dfls.27 million, and revenue by Dfls. 
1.169 million. 


Substantial gains in non-life 


Continued investment in new life 
business in several areas and the 
depressed dollar held revenues 
from life business at Dfls. 355.5 
million, slightly below last year's 
Dfls. 365.7 million. 

However, a dramatic 
improvement was again achieved in 
the non-life sector. A profit of Dfls. 
52.8 million was achieved in 1987, 
following a loss of Dfls. 9.9 million in 
1986 and Dfls. 66.6 million in 1985. 

Notable improvements were 
also achieved in fire, motor vehicle 
and miscellaneous insurances. In the 
professional reinsurance sector, 
profits rose from Dfls. 13.4 million to 
Dfls. 262 million. 


Prospects for 1988 


Assuming 1988 will see a leveling 
or rise in the value of the dollar, 
this, together with continued 
growth, should further improve the 
company’s results in 1988. 


Affiliated companies or branch offices in the Pacific area: 
National Life Hohen, Tokyo, Japan; N.V. The Netherlands Insurance Company est. 1845, Hong Kong; PT. Maskapai Asuransi Nasuha. Jakarta, 
Indonesia; The Netherlands Insurance (Malaysia) Sdn.Bhd., Kuala Lumpur, Malaysia: N.V. The Netherlands Insurance Company est. 1845, 
Manila, Philippines; N.V. The Netherlands Insurance Company est. 1845, Singapore; Mercantile Mutual Holdings Ltd., Sydney, Australia. 
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| RESULTS OVE 
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Premium income 11796 11883 
„Investment & other income .— 5411 
17207 17354 


634 149 
2d ue 


Revenue 
Net assets 
Net profit 


PrhaeoDÜs 250 o o 


Net profit* 

Dividend* 

Dividend as declared - 

Shareholders funds* 
„adjusted for cipi 


Exchange rate: US $ 1# DA. 17775 


The Executive Board 
expects an increase in revenue and 
profit per share at least equal to 
the 1987 level. : 

With 23,000 employees in 
20 countries, Nationale-Nederlanden 
will continue to strengthen its 
position as a global force in the 
insurance market. 

For a copy of our English- 
language Annual Report, apply to 
any of our affiliated companies, 
or Nationale-Nederlanden NV, 
International Division, Prinses 
Beatrixlaan 15, 2595 AK The Hague, 
The Netherlands. 
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Share and share alike 


' € LAST year's bitter controversy over 


banning new issues of magnified voting- 
right B shares nearly led to a Hongkong 
stockmarket crash six months ahead of 
the October plunge. Now Hongkong's 
Takeovers Committee is getting itself 
into a right royal knot over the B shares 
already in existence. (These shares 
carry the same voting power but only 
10% of the par value of A shares.) 

The committee's 4 May ruling that 
Amoy Properties must improve its gen- 


eral offer for the Local Property Co.'s A | 


shares is fraught with contradictions. 
The ruling follows the 29 April purchase 
by Amoy, Hang Lung Development's 
property-investment subsidiary, of the 


controlling shareholding in Local at | 


HK$120 (US$15.38) an A share and 
HK$13.20 a B share. In terms of the 
Takeovers Code, Amoy is extending a 


general offer to all Local shareholders 


on the same terms. 
But merchant bank Wardley Cor- 
porate Finance, advisers 


pay HK$132 an A share. Wardleys' 
claim is based on the Hongkong 
Takeovers Code rule that comparable 
offers should be made for each class of 


share. Wardleys says that, as the A | 


shares’ par value is 10 times that of the B 
shares, 10 times more should be offered 
for each A share. Unless it changes its 
mind, the Takeovers Committee agrees 
with Wardleys' view. 

The problem is to define a compara- 
ble offer. Hongkong's loosely written 
Takeovers Code offers no specific guid- 
ance. But a number of other criteria 
could be used. That favoured in London 
is to look at the ratio between the mar- 
ket prices of both classes of shares. In 
Local's case, the average ratio is 9.8 
times, about the same as the 10 times 
difference in par value. 

A third criterion argues that B shares 
are more valuable by virtue of their 
greater voting rights. As control passes 
with the sale of the B shares, it justifies a 
premium payment. 

Equal sharing sounds "fair," but it 
amounts to an arbitrary devaluation of 
the worth of B shares. Moreover, the 
committee's ruling undermines the 
basis for banning new B share issues. 
Last year, when new B share issues, 
were banned, the rationale given was 
that it was unfair for shares to carry 
equal voting power on a lesser par 
value. 

But the Takeovers Committee, 
again in the name of "fairness," says 
that B shares’ superior voting power 
should command no premium on 
transfer of control. If so, why dis- 
tinguish between A and B shares? 
“Fairness” and logic suggest that the au- 





to Local 4 
minority shareholders, wants Amoy to 4. 























thorities must now lift the B-share ban. | Securities’ HK$140 million loss on 


€ CLARITY is also needed on the 
matter of eligibility for a Hongkong list- 
ing. In a letter to Tan Sri Lim Goh 
Tong, chairman of Malaysian casino 
operator Genting, as reported in the 
Singapore press, Hongkong Commis- 
sioner for Securities Ray Astin listed his 
reasons for refusing a Hongkong listing 
to subsidiary Genting International: the 
assets were either in cash or located in 
Australia and the Bahamas; the correct 
valuation of the casino assets was à 
problem; there was no defined manage- 
ment policy as regards the cash. 
Essentially, the issue hinges on the 
genon of proximity to Hongkong. 
enting International planned to relo- 
cate its management in the territory, but 
Astin deemed this as inadequate. But 
why not extend the definition of prox- 
imity from assets and shareholders to 


DISCOUNTED ASSETS 


Appraised or estimated 
net asset value a share 
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(HKS) 


Chinese Estates | 


CHINESE 
ESTATES 





"Book value. fAs at mid-May. 
REVIEWOIAGRAMbyBamyiee ——— Ji 
management? After all, Industrial 
Equity Pacific is listed here, but fails to 
measure up on all three counts. 

If Hongkong is to preserve its status 
as Southeast Asia's pre-eminent sec- 
urities market, it needs to attract list- 
ings. Genting is not a fly-by-night com- 
pany. 

€ OF course, the religious application 
of regulatory principles is a complex af- 
fair, as the stock exchange is discover- 
ing. The exchange censured comic book 
publisher Jademan Holdings for breach 
of the notifiable transaction rules. Will 
it now censure Bond Corp. Interna- 
tional (BCIL) for the same offence? 

Tucked away in BCIL’s annual re- 
I which was released on 10 May, isa 

KS620 million investment at 31 De- 
cember for an option on a Rome prop- 
erty development. That exceeds the 
notifiable threshold of 15% of BCIL’s 
assets. Yet public disclosure had to 
await the annual report. 

And what action is planned on IBI 


Source: Review Data. 
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client defaults on margin accounts? This 
loss announcement is due in the coming 
week, some five months after the 
exchange's deadline for disclosure of 
losses in last October's crash. 

Moreover, what has the loss’ effect 
been on the capital-adequacy limits of 
listed holding company, IBI Asia and 
subsidiary Far East Bank? *Go and ask 
IBI. I wouldn't dream of commenting 
on the affairs of an individual institu- 
tion," is the haughty answer of Bank- 
ing Commissioner Tony Nicolle. Are : 
Nicolle and the stock exchange con- 
cerned about a possible false market in 
IBI Asia shares, one of the Hongkong 
stockmarket's most traded stocks? 

€ AND will the exchange ever tackle 
corporate manoeuvres which break no 
rules nor codes, but which raise ques- 
tions of corporate ethics. What about 
Mandarin Oriental's 29 April 
, Share placement to Jardine 
| Strategic Holdings? This con- 
? solidated the Jardine group's 
control over the five-star hotel 
chain at a knock-down pri 

And what of Hut 
managing director Sime 
Murray's confirmation . to 
Shroff that Hutchison at 31 
December did hold shares 
in Hongkong Land, the ter- 
ritorys  premüer property 
company. The battle t 
4 trol Land is over. So it woul 
be nice if Li Ka-shing told the 
holders of the other 65% of | 
Hutchison's equity when the 
Land shares were bought, at. 
what price, and the profit or 
loss outcome, |^ ^" 

€ ASIA Securities’ Bill Wyllie noted 
at an 11 May press conference that he. 
would rather have privatised than 
floated his property company after the 
October crash. His comments underline. . 
how the combination of a market crash 
and resilient property values make most 
property shares a current buy on funda- 
mentals. A timely pre-crash placement 
of Chinese Estates shares spared Asia 
Securities some HK$137 million worth 
of losses. Asia Securities is probably in- 
creasing its Chinese Estates stake again, 
perceiving value and having more confi- 
dence in management. 

The value factor has also prompted 
Sun Hung Kai Properties Kwok Tak- 
seng to boost his stake, and that of his 
group, in New Town Properties to over 
8096. That presumably has caught the 
stock exchange's eye. Kwok must now. 
decide whether to privatise or resell 
shares in New Town to bring the public - 
float up to the minimum 75% required - 
by listing rules. 
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Paradise postponed — again 


Sri Lanka helps debt-ridden hotels for a second time 


By Manik de Silva in Colombo 
fter years of slumping revenues due 
to the civil war, the Sri Lanka Gov- 
ernment has tossed a new lifebelt to the 
country's floundering hotel industry in 
an effort to keep it afloat until better 
times come round. But like the previous 
lan, this second rescue package is 
ased on the assumption of ethnic peace 
by a certain date. 

A committee which included Bud- 
dhin Gunatunge, the secretary to the 
Ministry of State (which is responsible 
for tourism) and Balakumaran Ma- 
hadeva, director-general of national 
planning at the Finance Ministry, was 
set up to report on the industry's 
situation. Its suggestions on how to al- 
leviate the problems have been ac- 
cepted by the cabinet and are being im- 
plemented. 

Three years ago the government — on 
the suggestions of the same committee 
— granted a relief package to 78 hotels. 
This included rescheduling of bank 
loans, withdrawal of penalty interest on 
unpaid debt, capitalisation of interest 
arrears and a repayment moratorium on 
these dues until April 1989, when the 

ayback would begin at a "soft" 6%. 

here were also interest-free govern- 
ment loans to help with operating costs, 
and the turnover tax on hotels was cut. 

This time around, the committee 
said that the earlier concessions had 
helped the industry by reducing their 
debt-service obligations and improving 
their liquidity. However, the panel said 








the April 1989 date for ES 
resumption of debt pay- ; 
ments, originally set in 
the expectation that the 
civil disruptions would 
have eased or ended by |i 
early 1987, was no longer | gy 
realistic. 

The panel said that 
"the political violence, 
far from being elimi- 
nated, has now spread 
from the north and east 
to other parts of the 
country. While tourists 
were prepared to come 
to Sri Lanka to stay in the 
beach-resort hotels in 
the southwest while vio- | 
lence prevailed only in | 
the north and east, they | 
are now increasingly re- 
luctant to come at all." 








und 


183,000 last year and may be less than 
150,000 this year, though there have re- 
cently been signs of an upturn. Not only 
have absolute numbers fallen, but so 
has the "quality" of those arriving. Sri 
Lanka is now catering to the lower end 
of the market. The few visitors who do 
come are the less-affluent prepared to 
face the risk of possible violence for a 
cheap holiday. 

With many hotels facing liquidity 
problems so severe that some cannot 


greement. 


Visitor arrivals fell | Colombo hotel: 
from 407,000 in 1982 to 


meet operating expenses such as wages 
and electricity charges, the committee 
said it was "quite clear" that they would 
not be able to resume payment on their 
debts by next April. Fewer than five 
hotels are thought to be earning any 
profits. The committee, therefore, re- 
commended freezing the hotels' debt at 
or near present levels 
sand reducing the very 
HEhigh interest rates on 
¿ê much of this indebted- 
ness.  Pre-1983 loans 
sometimes commanded 
interest as high as 22% 
long term and 27% short 

term. 
Í The committee said, 
and the cabinet agreed, 
that unless action was 
taken, most of the ail- 
ing hotels would be 
forced to close. That, 
it. said, would mean 
“massive unemployment 
and the running down of 
a valuable national 
asset." 

The hotel panel re- 
commended a salvage ef- 
fort based on the as- 
sumption that peace 
would be restored in the 
north and east in the next 
few months and that the violence else- 
where would end in a year or two. The 
plan hinges on the forecast that by 
1993, the 78 hotels will be profitable 
enough to begin discharging their debts. 
Meanwhile, they will be kept alive with 
more interest-free. government loans 
totalling Rs 70 million (US$2.3 mil- 
lion) a year, and a further debt 
moratorium under which loan re- 
coveries will begin in April 1993 as ear- 
lier intended. 

























SHIPPING 
Heavy weight lifted 


An unpopular crane monopoly at Bangkok port is stopped 


By Paul Handley in Bangkok 


TS crane monopoly at Bangkok port, 
which has exacerbated congestion 
and driven up costs for exporters, is ex- 
poe to be terminated by end-May fol- 
owing an order from the Communica- 
tions Minister Banharn Silapa-archa. 
On 16 May, Banharn told the Port 
Authority of Thailand (PAT) to re- 
negotiate or scrap its agreement with 
Bangkok Cranage Corp. (BC). which 
has controlled container loading opera- 
tions since late February. As soon as 
this is done — before the end of May, 
Bangkok-based shipowners predicted 
— vessels will be able to employ ship- 
board cranes for cargo handling. 
Banharn's order should mean that 
imminent heavy surcharges from the va- 





| 


rious shipping conferences serving the 
Klong Toey port will be avoided, and 
that container lines should again be able 
to guarantee regular service for inward 
and outward cargo. BC’s construction- 
industry cranes, inappropriate for port 
work, have doubled handling time. 
Due to the departure delays, some- 
times more than 50 hours, shipping con- 
ferences planned “congestion sur- 
charges” which would increase export- 
er cost for each container by US$200- 
400. These were due to begin on 20 
May. Following Banharn’s order, the 
Bangkok Shipowners and Agents As- 
sociation (BSAA) requested that the 
conferences delay implementation of 
the surcharges, and cancel them if the 
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BC problem is resolved as expected. 

Instead, vessels will have to pay di- 
rectly to PAT the same amount per con- 
tainer that BC would have paid PAT in 
royalties. This should amount to Baht 


| 250-425 (US$9.90-16.8) a container, far 


less than the Baht 1,000-1,700 a container 
that BC had charged for its services. 


He Banharn was acting on the 
orders of Prime Minister Prem Tin- 
sulanond to eliminate the problem, it 
was expected that PAT would have no 
problem scrapping the monopoly. How- 


| ever, it appears that PAT, which is con- 


trolled by the communications ministry, 
could end up paying BC hefty compen- 
sation for cancelling the contract. Al- 
though BC's performance was clearly 
not in line with the requirements of its 
agreement, it has not been charged with 
wrongdoing by the ministry or PAT. BC 
is controlled by Tavich Klinprathum, a 
senior member of the Chart Thai Party, 
which is led by Banharn and Deputy 


| 
| 





Prime Minister Chatichai Choonhavan. 
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Such recovery would be stretched 
over 10 years and, up to 31 March 
1993, outstandings including capitalised 
interest will carry only a nominal 2% 
interest. In 1993, the original loans 
ranted at market rates will have their 
interest reduced to 6% where the previ- 
ous charge was 18% or less, and to 12% 
where it was more than 18%. After 
April 1993, interest on capitalised in- 
terest will remain at 2%. 
This package was put together in 


consultation with the central bank and | 
| four state-controlled banks which had 


made the major hotel loans. It does not 
cover the Colombo five-star hotels 
whose problems must be tackled on an 
individual basis, the committee said. 

At thesame time, the Ceylon Tourist 
Board (CTB) plans to act against five- 
star hotels slashing prices to the point 
where vistors can get a first-class room 
in Colombo for as little as US$20. With 
an average 35% occupancy, the best 
Colombo hotels have followed the 
philosophy of selling their rooms at any 
price rather than keeping them empty. 

There have been several previous 
agreements with the hotels against this 

ractice, but the agreements have never 

eld. This time, punitive measures in- 
cluding withdrawal of liquor licences or 
exchange-control facilities and non-re- 
newal of expatriate management visas 
will be used to keep the hotels in line. 

Under the agreement — to which the 
Colombo, Ramada, Hilton, Taj, Meri- 
dien and Intercontinental are parties — 

a minimum room rate of US$45 (for the 
first three) and US$40 for the others is 
applicable for free independent travel- 
lers and walk-in business. These rates 
are non-commissionable and include a 
1096 service charge. Minimum rates 
have also been set for other visitors, 
such as airline crews and tour groups. Kl 


The threat of conference surcharges 
adding large shipping costs to Thai ex- 
ports was a major factor in eliminating 
the monopoly. But the political events 
of April-May also opened the door. 

Banharn all along left the port mat- 
ter in the hands of his deputy, Sanan 
Kajornprasart, a leader of the Demo- 
crat Party. Sanan is felt to be very close 
to Tavich. The resignation of Democrat 
cabinet members, due to severe party 
factionalism, and Prem’s subsequent 
dissolution of Parliament, meant that 
Sanan was out of a job. "Banharn felt 
more comfortable" cancelling the 
monopoly then, said a Thai shipowner. 

Klong Toey's problems are not com- 
pletely solved, though. BSAA was plan- 
ning a 23 May public hearing on the con- 
tinued ground congestion at the port, 
and is expected to push PAT to allow 
the development of container yards out- 
side of Klong Toey. Resistance to this, 
say shippers, “could come from the pow- 
erful quayside unions, which fear a loss 
of jobs and power. 




















COMPANIES 


- turing of the firm's capital and debt burden boosts the company's long-term 
- viability and helps the government. revive a non-performing account. He says 


growth started in 1986. Because the. growth has so far been consumption. ‘led, 


















Paper reversal 


in an about face, Manila takes over a debt-r d 


















By Jose Galang in Manila 


na departure from its declared policy to stay awa 

the private sector, the Philippine Government has 
tries Corp. of the Philippines (PICOP), one of the larg 
manufacturers in Southeast Asia. 

PICOP has accumulated debts of some P3.8 bi 
which P3.5 billion is due to government financial 
Philippine National Bank (PNB). The servicing of t 
eroded the company's capital base. In 1987, for i ins 
long-term debt amounted to P 1.84 billion. 

While PICOP made a gross profit of P579.7 mil 
year, the heavy debt-service burden resulted in a net 
The loss excludes P278 million representing depreciatic 
which, according to the company’s auditors, should hav 
ations for the period. The company’s report deducted th 
“revaluation increment in property" in the comi 
equity. The company ran a capital deficit of some P2.2 bil 

- The government takeover is being formalised throt 
tion Trust (APT), which was set up to dispose off govel 
rious business enterprises that accumulated during th. 
posed president Ferdinand Marcos. APT is to convert into 
million of the government” s receivables from PICOP which 
ings of other state entities such as PNB and. National Devi 
raise total government equity to 80%. 

The rest of the paper-maker's loans, worth about P2.5 bill 
scheduled for 10 years from 1988, with a grace period of five Mf 
vate debts, worth P317 million, some 260 million will be converted i 
mon stock and the remainder into 10-year bonds, with redemptions to 
the sixth year. 

The share of the current majority holders, San Miguel Corp. 
Soriano Corp. (both identified with the Soriano family, though 
currently under government sequestration), will be diluted to 
to the restructuring, they held 43%. Another group of pri 
13%, and this will now also be diluted by the increased rorem 
ings. 
In some ways, the takeover is reminiscent of the m 
schemes implemented i in the early 1980s. These subsequen 
cos administration's ability to fund other development pr 

While the financial bail-outs during the Marcos 
many firms controlled by his business associates or rel 
be said in PICOP's case. The Soriano family continue 
government sequestration of San Miguel shares anda inc 
ing that corporation. 

APT says it intends to sell off the government's holdi ) 
erations become viable again. The timing and sell-out s 
tailed. PICOP officers say that the capital and financi 
help the firm. break even this year and start making profits : 
1990, if the current trends in the markets for paper products ar ) 
erations continue. : 

PICOP can produce 82,000 tonnes of newsprint and 98, 000 tonnes 0 1 
container board a year, plus plywood and veneer. Until the ban in 1986, the —— 
company also produced logs. Its tree plantation of 31,690 ha in Mindanao is 
ranked among the biggest worldwide. 

Evaristo Narvaez Jr, PICOP executive vice-president, says that the restric- 





































































































































































































that the company, after stabilising its operations, should again be able to start 

major expansion plans, including the export of paper products. PICOP sold a 

small volume of newsprint to Singapore in 1984 to test the product. - 
Locally, PICOP should cash in on the expected continuation of écibamit ; 











the company recorded big increases in sales of kraft board, used mai 
manufacturers of various consumer goods. The lively press and a number í 
elections in 1987 also boosted sales of newsprint. 
























































DEVELOPMENT 


No plan for an island 


Anew Chinese province develops in a chaotic fashion 


By Elizabeth Cheng 


Tus adventurers and college gradu- 
ates from all over China are de- 
scending on the tropical island of 
Hainan in southern China, driven by 
dreams of rich opportunities and easy 
pickings. Hainan, with an area of 34,000 
km? and a population of 6 million, be- 
came a province officially last month. 


The massive influx started in Sep- | 


tember soon after Peking announced its 
intention of giving Hainan provincial 
and special economic zone (SEZ) 
status. The new arrivals hope to get in 
on the ground floor of a boom that will 
turn Hainan into a new Shenzhen, the 
SEZ bordering Hongkong. 

A state of near-anarchy has de- 
veloped in the real-estate sector, with 
many mainland companies grabbing 
land without payment. The situation be- 
came so serious that Xu Shijie, leader of 
the state-appointed working group on 
Hainan, last month ordered that no 
mainland company should be allowed to 
take land without payment. 

The combination of real demand and 
speculation has meant that houses and 

dH in the capital city, Haikou, 
one have tripled in price between Sep- 
tember and March, said Wong Pui-yee. 
Wong. of the Hongkong-based Chinese 
University's Centre for Contemporary 
Asian Studies, was a member of a recent 
fact-finding tour to the island. 

Observers estimate that more than 
130,000 people from the mainland have 
arrived since September, many of them 
congregating at Haikou. Official esti- 
mates, however, put the number of new 
arrivals at 50,000. Many of these people 
simply set up shop on pavements and 
roadsides in the city selling cooked 
food, cigarettes, sweets and appliances. 
Inevitably, the ranks of loiterers and 
street sleepers have swelled, posing a 
potential social problem. A new gov- 
ernment has yet to be formed and the 
old bureaucracy is demoralised. 

Wong says there is widespread anxi- 
ety among the lower- and middle-rank- 
ing civil servants, following news that 
half the 50-odd departments will be cut 
in line with the "small government, big 
society” policy of promoting freer en- 
terprise (than the mainland) on Hainan. 
The redundancies are expected to go 
into the private sector, but Wong says 
from her interviews that most Hainan 
officials, unlike those in Shenzhen, dis- 
liked the idea of working for private 
firms, because of the lack of security. 

There is less anxiety at the top be- 
cause personnel decisions are already 
being made. All major provincial party 
and government leaders will have been 





| paddy fields. 
| his 


formally elected by the time Hainan's 

first party and people's congresses are 

held in June or July to announce the 
new leadership. 

Former Shenzhen mayor and vice- 
governor of Guangdong province Liang 
Xiang, now deputy head of the Hai- 
nan Provincial Working Committee, is 
widely tipped to be governor. Liang has 
a track record — not all of it good. 
While mayor of Shenzhen, he was at- 
tacked for allowing economic free- 
dom to degenerate into corruption and 





| 
| 
| 
| 
| 
| 
| 
| 
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structoral and industrial development. 
By making Hainan a province, the is- 
land is now directly accountable to Pe- 
king for its actions and analysts say this 
may cramp the island’s flexibility. 

The first 23 new regulations adopted 
for Hainan province, announced on 4 
May, however. appear to live up to 
some of the promotional hype which has 
promised that Hainan will be more 

“special” than other special zones. Un- 
like the rest, Hainan will have legisla- 
tive powers. This is both an asset and a 
liability. It can make laws to suit itself 
(subject to Peking’s approval), but it 
will have to devote scarce funds and 
manpower to do so. 

Lack of capital resources is one of 
Hainan’s biggest problems. Peking is 
said to have allocated a mere Rmb 200- 
300 million (US$53.6-80.4 million) for 
the island’s further development, with 
an option to borrow 





blackmarketeering. 
Many of the pro- 
jects approved dur- 
ing his tenure are 
white elephants 
today — including 
hardly used Disney- 
land-style amuse- 
ment parks which 
stand in sharp con- 
trast to nearby 


Liang resigned 

posts in August 
1985, the official 
reason given being 
old age — at 65, he 
had passed the offi- 
cial retirement age 
of 60. The following 
year, he was shuf- 
fled to the post of 
first party commit- 
tee of the Shenzhen 
Garrison in charge 
of border security 
and vice-chairman 
of the Guangdong 
Advisory Commit- 
tee (for retired offi- 








Hainan island: massive influx. 


.Rmb 400-500 mil- 
lion more. Analysts 
estimate about 
Rmb 200 billion is 
needed. 

The other major 
problem is human 
resources. "Every- 
thing [in China] 
boils down to three 
things," says David 
Tong of interna- 
tional accountants 
Deloitte Haskins 
and Sells. “Educa- 
tion, education and 
more education. 
You can't begin to 
discuss a contract 
when the Chinese 
party .can't even 
read. .a balance- 
| sheet,” he said. De- 
| spite China's claim 
to a planned econ- 
omy there is very 
little planning, he 
noted. 

Under the new 
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cials) where he re- 
mained until his political rebirth last 
August. 


~ rules for Hainan: 

» Foreigners may set up joint ventures 
or wholly owned enterprises, buy 
shares, bonds or other negotiable sec- 


iang appears to have lost none of | urities as well as buy, rent or contract to 
his boldness and is willing to put | operate enterprises. 


himself on the line again. He is promot- 
ing a line of development for Hainan 
that is similar to Shenzhen, right down 
to the holiday resorts (though this time 
with emphasis on scuba diving and golf, 
instead of rollercoasters and Ferris 
wheels). But he and his colleagues agree 
that before any industry can take off, the 
infrastructure will have to be improved. 

Hainan itself is no stranger to eco- 
nomic reform and the conflicts sur- 
rounding it. The island ran foul of Pe- 
king in 1985 when it exploited its new 
freedom to trade by importing cars for 
resale at huge profits to the mainland — 
using state funds intended for infra- 











‘period. 


» Foreign exchange can be remitted 
freely and will not be taxed. As in Shen- 
zhen, the Hongkong dollar will be used 
as a second currency to the local cur- 
rency in Hainan. 

> State enterprises are discouraged. 

» The Hainan government may lease 
land for a maximum of 70 years, with a 
possible extension, and investors have a 
right to transfer their leases. 

» Maximum income tax is 15% plus an 
optional 10% local tax. 

» Industries are entitled to tax conces- 
sions depending on the nature of the in- 
dustry and the length of the investment 
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Growth upon growth 


: I? January, Singaporeans were cauti- 
ously optimistic about prospects for 
economic growth in 1988. Now, most 
appear convinced that the economy has 
recovered from recession. 

Indeed, figures for first-quarter eco- 
nomic growth have prompted the gov- 
ernment to revise upwards its earlier 
forecast. It now expects growth in 1988 
of between 6% and 7%. The govern- 
ment considers that the economy is ex- 
panding strongly enough to be able to 
claw back some of the 1986 cuts in con- 
tributions to the Central Provident 
Fund (the national retirement scheme 
— REVIEW, 12 May). In addition, First 
Deputy Prime Minister Goh Chok Tong 
announced that there will be room “for 
Some wage increases." 

In the first quarter, GDP grew by 
1176. This is the highest quarterly 
growth on record since the government 
began measuring quarterly growth 13 
years ago. Growth was particulary 
strong in the trade sector. Total exports 
for the first quarter were up 38% on the 
corresponding period in 1987, reaching 
$$17.1 billion (US$8.5 billion). Total 
imports jumped by 3196 over the same 
period to $$19.2 billion. 

Singapore has continued to benefit 
from the rise in the yen. Growth in ex- 
ports to Singapore's four major markets 
~~ the US, the EC, Japan and Malaysia 
— was led by a growth in exports to the 
EC which purchased goods worth $$536 
million, a jump of 66.5% over the same 
month last year. 

First-quarter results are not yet 








available on the property andconstruction 


sectors. However, data just released on | 


performance to end-1987 indicates that 
there is just cause for optimism in the 
property sector while the construction 


| industry remains in the doldrums. 


In the private residential sector, oc- 
cupancy rose from 80% in the first quar- 
ter of 1987 to 90% by the end of the 
year. More space was taken up in shop- 
ping centres; occupancy was up to 85% 
in the second half of 1987. 

Rising occupancy rates are reflected 
in the growth in value of private con- 
struction contracts and the falling value 
in public-sector contracts. This trend is 
expected to continue. In January, the 
$$135.9 million worth of private-sector 


ON THE FAST TRACK 
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Source: Business Times. 





revevareereryee TO 531.2 billion in 1986. 





contracts represents a rise of 32.6% 
over the previous year. Government 
agencies awarded contracts worth 
$3135.2 million, a 41.5% drop on the 
same monthlastyear. ^ 

Overall, the total value of contracts 
fell 18.8%. The next few months could 
see a minor pick-up as several large con- 
struction projects are on the cards. Most 
analysts believe that tho gh the worst is 
over, the slump in the construction sec- 
tor will continue for another year or 
two. ee 

There is, however, cause for op- 
timism in the tourist industry. Last 
year’s overall growth rate of 15% was 
sustained in January and February, 
pushing the hotel-occupancy rate to 
73%. The overall occupancy rate in 
1987 was 69%, 5; 

A further indication that Singapore 
believes the worst is over is the 
decision to develop an S$800 million 
container terminal on the island of 
Pulau Brani. Last year Singapore's 
total cargo throughput increased by 
7% to 129.5 million tonnes. Con- 
tainerised throughput grew by 22% to 
38.4 million tonnes. On the other hand, 
mineral cargoes handled in Singapore - 
rose by a mere 1% to 73.6 million ton- 
nes. ; eee 

Although the economy is picking up, 
inflation remains low. The consumer- 
price index rose 0.5% in 1987. How- 
ever, money-supply growth quickened |. 
— broad money, as measured by M2 | 
and M3, grew by 20% and 17% respec- | 
tively. MI expanded 12%. | 

In 1987, there was a balance-of-pay- |. 
ments surplus of $2.3 billion compared | 

Ellen Salem |. 
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) Net % change | % change | Dividend à 
| profit | on period Turnover on period idend | Comment : " 
Y31 Dec. | ¥5.9b +51.5 | ¥63b -5.4 n.a. Country's No. 2 oil/natural-gas prospector sees current 
| (US$47.3m) (US$505.2m) year net falling to ¥3.6b; sales downto Y5r43b | 0 
T Q31Mar. | A$17.05m 424 | A$34.27m $33 7¢ — | Netis after sharply higher tax of A$396,000 (vs A$50,000) 
(US$13.1m) (US$26.4m) (same) | lower interest of A$595,000 (vs A$1.58m). ^ ad 
T Y31 Dec. | Baht 168m +330 | Baht2.06b +3.9 Baht20 | Net includes Baht 36.8m earned on land sales. Company | 
(US$6.6m) (US$81.4m) (same) | spunofftwo business lines into separate firms. | 
Y31 Dec. | Rs35.4m *16 Rs310m *10 35% The company said it is diversifying into electronic weighing | 
(US$2.7m) (US$23.7m) | (same) | machines and laboratory equipment. E 
Y31 Dec. | —HK$151.9m * — |HK$768.5m -13 2.5¢ | Loss due to bankruptcy of US client, Worlds of Wonder. | 
(US$19.5m) (US$98.5m) (3.5¢) | Firmtoexpandin Thailand in joint venture with CP group. [| 
Y31Jan. | M$8.5m +1814 | M$32.97m +33.7 10¢ Tin miner said higher commodity prices likely to result in | 
(US$3.3m) (US$12.7m) (5¢) further improvements for current-year figures. E 
| Y31 Dec. | Won 21.9b *181.3 | Won 143.6b +6.7 Won 500 | Boom in tyre and shoe industries led to growth. Extraordinary 
| (US$29.2m) | (US$191.5m) | (same) | income derived from sale of a business line. 
Y31 Jan. | S$4.78m fe $$189.54m | +25.8 nil Sale of a Malaysian unit contributed. Singapore construction 
(US$2.4m) = 1 (US$94.6m) | (n.a) | work remained sluggish; British, Australian profits up. 
Q31 Mar. | P104.6m P948.9m 1278 n.a. Strong metal prices and turnaround by loss-making 47%- 
(US$5m) 4 _| (US$45.6m) | Subsidiary Engineering Equipment improved income. 

































[PRICES AND TRENDS 











16 May 


USS1 WORTH 


CURRENCIES 


Spot 


ratet 


weekt 


- 


3 months 


agot 





Australia 
Britain 
Canada 
France 
Hongkong 
india 
indonesia 
dapan 
Malaysia 
New Zealand 
„Pakistan 
Philippines 
ngapore 
South Korea 
SriLanka 
Switzerland 
Taiwan 
Thailand 
West Germany 


dollar 
pound 
dollar 
franc 
dollar 
rupee 
rupiah 
yen 
dollar 
dollar 
rupee 
peso 
dollar 
won 
rupee 
franc 
NT dollar 
baht 
mark 


1.291 
0.529 
1.233 
5.72 
7.8105 
13.25 
1,670.00 
i 124.80 


1.300 
0.535 
1.238 
5.717 
7.812 
i 13.28 
1,670.00 
| 124.84 
2.586 
1.459 
17.688 
21.05 
2.007 
737.50 
30.9475 
1.4005 
28.61 
25.13 
1.683 


1.412 
0.569 
1.263 
5.733 
7.796 
13.075 
1,664.00 
129.75 
2.581 
1.519 
17.4325 
20.85 
2.0152 
775.00 
30.779 
1.3917 
28.61 
25.28 
1.695 


16 May 


INTEREST RATES ( 


1-year 


Prime 


lending treasury 


bills/bondst 


Interbank 
t montht 


Interbank 
3months* 


interbank 
6monthst 





Australia 
Britain 
Hongkong 
indonesia 


Japan 


Malaysia 
New Zealand 
Philippines 
Singapore 
South Korea 





Banknote 
rate 


Otticia! 
rate 


Communist 
countries 


Taiwan 
Thailand 





taka 
dollar 
kyat 
pataca 
rupee 
kina 


29.50 
2.00 

63.50 
8.055 

22.00 
0.875 





| 


(m 


TN 
31.50 

2.005 
6.20 
8.05 
21.50 
0.87 








L 
Other: SDR1 = US$1.38257, ECU1--US$1.236, 


S$1 =M$1.287, £1 HK$14.7453, 
3 months forward: Japan ¥ 124.775, 
Hongkong HK$7.795, Singapore S$1.989, 


tMiddle rate 


*Selling rate 





China 

US$ -Rmb3.722 

HK$=Rmb 0.4766 
Soviet Union 

US$=Rouble 0.5946 
Laos 

US$= New Kip 350.00 
Vietnam 

US$- Dong 368.00 





Source: Telerate for spot and forward rates from Asian money markets, Republic Na- 


uS 


13.25 
8.00 
7.50 

22.00 

'5.50 

78.375 
7.25 

18.50 
435 
6.13 

11.50 
5.75 

11.50 
9.00 


11.48 








1 month 


12.1875 
735 
6.625 

19.50. 
4.09375 


3.70 
16.00 
12.25 

3.4375 

3.70 

8.50 

7.25 





42.20563 


8.0625 
6.6875 
n.a. 
4.1875 


3.80 


12.34375 
8.375 
6.75 

n.a. 
4.3125 


3.90 
15.40 
13.00 

3.875 


4.05 


7.6875 


| 





& months 


12 months 





US$ 

£ Sterling 
Yen 
Swiss Fr. 
Dm 

AS 


7.25 
7.8125 
4.00 
2.1875 
3.3125 





11.25 


7.625 
8.375: 
4,1875 - 
2.50 
3.6875 


8.00 
8.0625 
4.3125 
2.8125 
3.0625 
12.3125 





tional Bank of New York for banknote selling rates on the Hongkong market 


and Deak International Ltd for official rates. *longterm — **shortterm — tofferedrate — Source; Telerate, Vickers. da Costa & Co. 


COMMODITIES 


Last saleto 16 May 





| (USec a 56 th bushel 





i 


Gold 


Copper 
Current delivery (May) 
July delivery 
Aluminium 
Current delivery (May) 
July delivery 
Tin 


Cotton 
Current delivery (July) 
Oct. delivery 

Rubber 
Current delivery (June) 
Aug. delivery 

Paim Oil 
Current delivery (May) 
July delivery 

Sugar 
Current delivery (May) 
July delivery 

Pepper 
Sarawak Asta bik 100% 

Wheat 
Current delivery (May) 
July delivery 

Maize 
Current delivery (May! 
July delivery 

Rice 
5% white fob 

Soyabeans 
Current delivery (May) 
July delivery 

Cocoa 
Current delivery (May) 
July delivery 

Coffee 
Current delivery (May) 
July delivery 

Petroleum 
Sumatranlight 
Brent 








d 


London 


New York 


London 


Kuala Lumpur 
New York 


Kuala Lumpur 


Kuala Lumpur 


New York 


Singapore 


Chicago 


Chicago 


Bangkok 


Chicago 


London 


London 


Tokyo 


London 


Latest 


(1) 


(2) 
a) 


(9) 
(5) 
(4) 


(10) 


te) 
(7) 


(8) 
6) 


m 
m 


an 
an | 








Previous 
week 





735.00 


297.60 


201.60 


295.00 


692.40 


915.00 


1,052.00 


16.25 
16.45 





LL 


3months 
ago 











US$: 


Domestic 
international 


Yen: 
Domestic 


international 


Dm: 


Domestic 
international 


AS: 


Domestic 


international 


4 cs: 


=] Domestic 


international 


J £: 


Domestic 


international 


NZ$: 





(HLatonne (2)MSakg 


(3) US$ anoz 


(B) US$ a tonne 


(4) US¢ alb 
(9) Me akg 


(5 





(10) 5$a 100 kg 


) M$ a tonne 


(6) USc a 60 Ib bushel 
(11)USSabarrel Source: Telerate, Reuter. 


Domestic 
international 


SFr: 


ECU: 


3-5 yearst |: 


?-10yeàrst 
3-5 yearst 
7-10 yearst 


Syearst 

10 yearst 
3-5yearst 
7-10yearst 


3-5 years* 
10 years" 
3-5yearst 
7-10yearst 


Syearst 


1Oyearst | 


3-5yearst | 
7-10yearst | 


3years * 
10 years * 
3-5 yearst 
7-10 yearst 


Syearst | 
iÜyearst | 
3-5 yearst 
7-10yearst 





3-5 years t 
7-10 yearst 
3years * 
7-10 years t 


3-5yearst 
7-10yearst 


3-5yearst 
7-10yearst 





n.a. 
n.a. 
8.78 
9.24 


33.50 
12.85 
13.45 


12.735 


3.95 
4.42 


6.95 
7.48 





9.63 
9.85 
9.87 
10.00 


8.056 
9,41 
940 
9.44 


16.74 
15.10 


17.148 
15.29 


| 5,02 
5.30 


7.83 
8.54 





*AAA corporate. t Government 


.. Source: Telerate, 











EFFECTIVE EXCHANGE RATES 








115 —— —— HÀ 


Singapore 
306 MÀ eee us € 


x Australia 








95 SA E 


85 ———— 
Maiaysia 

78 nein 

aaarnas 

Th 


1985 1986 1987 1988 


(end year} 
65— 





9. 8 9 
2 D J F 


1987 1988 
{end month) 








{end year) (end month) (weekly values) 





ECONOMIC INDICATORS — SELECTED COUNTRIES © 


AUSTRALIA CHINA HONGKONG INDIA 





‘Economic Growth % (real) (1) P 
1987 


1988 


International Reserves (5) 
Latest 


Year earlier 


Trade Balance (total merchandise) 
Latest 3 months 


Previous 3 months 
Year earlier 


% change previous 3 months 
Yo. change year earlier 
: Consumer Prices 


Base 
Latest 3 months index average 


% change previous 3 months 
% change year earlier 


Money Supply (3) 
Latest 


% change previous month 
% change year earlier 


4,6 
1-3 


US$8.64b 
(Feb.) 
US$5.32b 


+US$0.59b 
(Dec.-Feb.) 
-US$0.4b 
* US$0.05b 


US$7.82b 


July 80-June 81 = 100 
172.9 
(Oct.-Dec.) 
+47 
74 
A$124.8b(10) 
(Jan. 
~0.3 
*15.0 


MALAYSIA 


9.4 
7-7.5 


US$16.71b 
{Jan.) 
US$10.87b 


~US$1.24b 
(Oct.-Dec.) 
-US$0.71b 
~US$3.0b 


US$13.41b 
+35.8 
+40.4 


US$14.65b 
+38.4 
+16.7 


Sept.-Dec. 1986=100 |Oct. 84-Sept. 85 = 100(2) 
107.96 113.7 


(Sept.-Dec.) 
-—0.1 
+20 


Rmb 775.48b 


-US$0.23b 
(Jan.-Mar.) 
* US$0.002b 
-US$0.43b 


US$12 
-9. 
*29. 
US$12 
-8. 
+ 26. 


(Jan.-Mar.) 
+15 
+6.9 


HK$323.12b 





44b 
9 


67b 
3 
.2 


SINGAPORE | 


4 


Rs 1.61t(10) 
(Feb.) 
+0.8 
+17.2 





INDONESIA: 


+US$180b(9) 
(Oct.-Dec:) 
4US$1.61b 
+US$0.80b 


USS$4.87b(9) 
42.6 
«28.3 

US$3.07b(9) 
-24 
*8.4 


Apr. 77-Mar. 78:100: 
30287 .. |] 


(Jan.-Mar.) 
+45 
+8.7 


Rps 32.29t 


, *US$18.08b 
+US$20.12b 


(Dec. Feb) 


+ US$60.80b(6) 
*1.6 


p 17.6 


.US$43.89b(6) 
+74 


4390.. 





SOUTH KOREA TAIWAN 








| Economic Growth % (real) (1) 
1987 


1988 


| International Reserves (5) 
1. Latest 


Year earlier 


"4 Trade Balance (total merchandise) 


Latest 3 months 


Previous 3 months 
; Year eartier 
Exports (7) 
Latest 3 months 
% change previous 3 months 
% change year earlier 
Imports (8) 
Latest 3 months 
% change previous 3 months 
% change year earlier 
Consumer Prices 
Base 
Latest 3 months index average 


% change previous 3 months 

Us change year earlier 
Money Supply (3) 

Latest 


% change previous month 
% change year earlier 





4.7 
5-6 
US$7.18b 


(Jan) 
US$6.34b 


US$4.08b(4) 
42.8 
+37.4 
US$3.30b{4) 
=23 
+34.2 
1980= 100 
129.3 
(Dec.-Feb.) 
+14 





US$1.61b 
.6 


1978-100 
393.4 
(Feb.-Apr.) 
+2.8° 

+9.3 


P156.11b 





US$14 


(Aug) 
US$1291 b 


-Us$1 


8.6 
5-7 


.02b 


.15b +US$1.47b(6) 


{Jan.-Mar.) 
+US$2.18b 
*US$1.20b 


US$12.81b(6) 
-6.6 
+36.7 


US$11.34b(6) 
-17 





418.5 





1 
6-8 


US$76.71b 
(Feb) 
US$51.80b 


4US$1.18b 
fFeb.-Apr.) 
*US$3.63b 
+US$4.37b 
US$13.66b 
-7.0 
+11.0 


US$12.48b 
*13.0 
+57.0 


1986= 100 








(Feb.) 
US$2.87b 


US$3.33b 
*40 
*34.7 


US$4.17b 
*17.8 
+54.4 


1976 = 100 
206.1 
(Nov.-Jan.) 
-0.8 
+34 


Baht 808.66 
{Dec} 
+3.9 
+49.8 





bank deposits (4) Peninsular Malaysia only 


T i f GDP (GNP in Japan) (2) Consumer Price Index A (3) M2 or currency plus 
(1) Official arid other estimates o! f japan) (2) nh Aer pesca 


exceptfor Singapore (6) Customs basis {7} fob {8} cif (8) Excluding petroleum products {10} M3 





(5) IMF definition of reserves minus gold 
Source: Official statistics: 












































Winners and losers 


dity prices. 





TAIPEI: The weighted price index [7 
soared 318 points to 4,673 — its highest | 
level since 1 October. An influx of new | 
accounts boosted average daily turn 
over to NT$25.65b (US$900m). Plas- | 
tics issues were the main target of 
buyers. Formosa Plastics jumped | 
NT$90 to NT$105, a 17% gain. Taiwan | 
Styrene Monomer climbed NT$35 to | 
NT$230, a leap of 18%. 





HONGKONG: Prices finished lower in [777 
dull trading as investors stayed on the |. 

sidelines, awaiting the release of US | j800 
trade data. Earlier, concern about 
higher interest rates and Wall Street’s | 
weakness hit sentiment. Hongkong | 7^ 
Land slipped 10 HK cents (1 US cent) | 26 
to HK$7.60 and Cheung Kong fell 15 
HK cents to HK$7.30. Volume was | 
2.27b shares, worth HK$3.78b. 











TOKYO: US interest-rate worries 
Pd shares lower early in the period 

ut the successful US Treasury bond 
auction that followed boosted the mar- 
ket and prices surged higher in three |. 
straight sessions. Hitachi, with a gain |^" 
of ¥50 (40 US cents) to ¥1,490, led 
electricals. Construction firms were 
also strong. Daily volume was 971m |, 
shares, worth ¥924b. 








SINGAPORE: The market was driven 
down by news of higher US interest | 
rates but recovered on bargain hunting 
by locals. Bonvests offer for Sesdaq- |.” 
listed Tonhow had little effect and the | 
biggest gainers were Metro Holdings, 
up 40 S cents (20 US cents) to S$6.10, 
and Matsushita, up 30 S cents at 
$$5.40. Average daily volume was 
22.4m shares, valued at $$42.3m. 





KUALA LUMPUR: Prices ended gen- [777777 
erally unchanged despite jitters over | 
international interest rates. Trading | 
was lacklustre ahead of the Hari Raya 
holidays. Volume slumped to an aver- | 
age of 8.9m shares a day, worth | 
M$15.5m (US$6m). Takeover target | 
Berjaya put on 7 M cents to M$1.47 | 
and associate Sports Toto gained 50M | 
cents to M$9.30. 


MANILA: A sale of P175 mp7 
(US$841,300) worth of shares in Philip- 
pine Commercial International Bank | 
on 16 May enlivened an otherwise dull | 
period. Most commercials and industri- 
als drifted lower. The Manila Compo- 
site Index inched up 2.4% to 784.71. 
PLDT hita high of P 190 before slipping 
to P180. Average daily volume was | 
493.4m shares, worth P58.08m. 














AUSTRALIA: Stocks advanced strong- 
| ly on signs of economic confidence and 
a higher gold price. Heavy trading 
in bank shares ahead of earnings 
announcements boosted volume. ANZ, 
| which reported a 32.5% increase in in- 
| terim profits, rose 8 A cents (6 US 
| cents) to A$4.20. Westpac gained 
12 A cents to A$6.04. Volume was 
A$545.5m, worth A$819.4m. 


NEW ZEALAND: Shares — initially 
drifted lower but recovered later in the 
period on Wall Street's rise and the 
strengthening of the Australian mar- 
| ket. Equiticorp closed marginally 
| higher at 80 NZ cents (55 US cents); up 


3 NZ cents, after announcing its move. 


offshore. Brierley closed unchanged at 
NZ$1.31. Volume for the period was 
45.2m shares, worth NZ$54.09m. 


SEOUL: The market rallied strongly, 
testing its all-time high. Rumours of 
North-South Korean rapprochement 
and improved institutional liquidity 
powered the rise. Steel issues and min- 
ing shares led the way. But the biggest 
| gainer was a speculative construction 
company, Sam Ho, which rose 30.6%. 
Daily volume averaged 8.8m shares, 
worth Won 141.1b (US$190.7m). 


BANGKOK: Ignoring the US interest 
rate rise, the market continued to ad- 
vance on the strength of institutional 
buying. Trading was light. The SET 
index rose 8.7 points to 425.51. 
Goodyear Tire jumped Baht 35 
(US$1.40) to Baht 171, and Thai Glass 
rose 114 to Baht 599. Union Pioneer 

| was off 30 to Baht 377 and Dusit Thani 
was down 96 at Baht 884. 


BOMBAY: Shares continued to surge 
forward on speculative and institu- 
tional buying spurred by renewed 

i hopes of incentives to the corporate 
sector. A short bout of profit-taking 
failed to halt the rise. Volume was 
heavy. The advance was led by textiles. 
Baroda Rayon gained Rs 27.50 
(US$2.10) to Rs262.5. Bombay Dveing 
rose Rs 8.50 to Rs 130.5. 


| NEW YORK: Prices rebounded after 
| falling sharply on fears of a higher in- 
terest rates. US banks increased prime 
rates by 0.5 percentage point on 11 
May. But brokers said the market was 
optimistic that the March trade deficit 
would be better than expected. Vol- 
ume was 754.05m shares. The Morgan 
Stanley Capital International Index 
closed 4.1 lower at 451.4 on 13-May. 





MANY Asian markets were dull in the period to 16 May, though prices surged in Australia on rising commo- 





| / 


Md 



































WORLDWIDE COMMITMENT 
TO MOBILE COMMUNICATIONS 








okia-Mobira designs and manufactures cellular 
mobile telephones, wide area pagers, and cord- 
less telephones. What unites these business 
areas is Nokia-Mobira's worldwide commitment to 
mobile communications, to supplying products and 
services that give the user greater mobility. Nokia- 
Mobira is an international company, serving custom- 
ers in 24 countries. 





Main business areas 


Cellular Mobile Telephones 

'The production and marketing of mobile tele- 
phones account for the lion's share of Nokia-Mobira's 
turnover. The market leader in Scandinavia, Nokia- 
Mobira has a strong position in Western Europe, 
North America and Asia. The company's share of the 
world cellular telephone market is over 13 percent. 





The Messenger 
Nokia-Mobira makes pagers for wide area paging 





networks in Scandinavia, France, Austria, Taiwan and 


North America, and operates Cue Paging, the most 
comprehensive paging network in the USA. 


BEKEXACT SG 





Cordless Convenience 

Nokia-Mobira has introduced an analog cordless 
telephone, and is engaged in the development of digi- 
tal cordless telephone technology. 





Part of Nokia Group 





Nokia-Mobira is part of Nokia Group, whose oper- 
ations in telecommunications and electronics comple- 
ment Nokia-Mobira’s specialization in mobile commu- 
nications. 








NOKIA-MOBIRA ^ 


for mobile communications 


Nokia-Mobira Oy. P.O. Box 86, SF-24101 SALO, Finland. 
Telephone + 358 24 6101. Telefax + 358 24 610 435. 


Let’s keep in touch! 





AT SHERATON LITTLE AT SHERATON 








AUSTRALIA/NEW ZEALAND/SOUTH PACIFIC - ALICE SPRINGS - AUCKLAND - AYERS ROCK - BRISBANE - DARWIN - FIJI - GOLD 
1988 . HONG KONG - SEOUL - SHANGHAI - TAIPEI - TIANJIN - JAPAN - OSAKA . TOKYO DISNEYLAND . TOKYO DOWNTOWN 
S BOMBAY : DHAKA - KATHMANDU - MADRAS - NEW DELHI - FOR RESERVATIONS AT ANY SHERATON HOTEL WORLDWIDE CALL- HONG 














THI NGS MEAN A LOT 





As you can see, at Sheraton our 
idea of fine service is rather unusual. 
As this true story, which took 
place at the Hua Ting Sheraton in 


Shanghai, shows. 


It was around midnight, that the 
Security department received a 
frantic call from a guest reporting 
the loss of a treasured diamond ring. 

After a thorough search of her 
room, we were left empty-handed. 

At that point, our guest 
remembered having left her ring in 
an ashtray, which also had a torn up 


letter in it. 


COAST.” HOBART - PERTH - PORT DOUGLAS - ROTORUA - 
SOUTH EAST ASIA BANGKOK - BRUNE! - 


SAT SHERATON LITTLE THINGS MEAN A LOT- 








We began to smell trouble and 








realized there was only one thing 


for it. 


Now looking for a little thing (S 


rubbish that a thousand and eight 
room hotel produces every 24 
hours, is no mean feat. 

Eight hours later, and without 
going into the gory details, we 
finally found it. 

Right at the bottom of the very 
last dustbin we'd laboriously 
combed our way through. 


A little ring that meant a lot. 


SYDNEY . TOWNSVILLE . EAST ASIA - BEIJING - GUILIN MID- 
MANILA : SINGAPORE - SOUTH ASIA . AGRA - AURANGABAD - BANGALORE 
KONG 3-739.3535 . SINGAPORE 732-6000 - KUALA LUMPUR 243-7522 - BANGKOK 236-3535 . JAKARTA 380.7032 





AT SHERATON LITTLE THINGS - 


like a ring in the vast mountain of 
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The hospitality people of TTY 
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- Read this advertisement - 
if you are serious about investing 
in Asia’s volatile stockmarkets. o o 


vm ASIAN MARKETS MONITOR, a weekly newsletter intended for the serious individual 
or institutional investor will keep you well informed with timely reliable news and in- 
formation from which you may well benefit when planning investments. 


Concise Coverage of Asia's Stockmarkets 


Each weekly issue of AMM contains concise, comprehensive coverage and analysis 
of Asia's fast paced stockmarkets. The kind you need to help you assess your current 
portfolio and to plan your future moves. 


AMM Can Help Eliminate Uncertainty 

While AMM can't guarantee you success and profit, it can help you to eliminate some 
of the uncertainty you might otherwise experience. In short, you will be better pre- 
pared by being better informed to make investment decisions now andin the future. It 
is always recommended however before investing that you seek professional advice. 


A Heritage Second To None 


AMM is prepared and published by National Fair Ltd., a wholly owned subsidiary of 
Review Publishing Co. Ltd., publishers of the highly regarded Far Eastem Economic Review, Asia's recognized authority on the 
regions' political, economic and financial affairs. Our Company's considerable experience goes into making AMM an authorita- 
tive source of market information. 


A Wise Investment 


With an annual subscription price of only US$599, less than the cost of a weekly lunch at a good restaurant, AMM could well 
prove to be the least expensive investment you make this year. It might also prove to be the one of the wisest. Read what this 
report has to say before you make your next investment decision. 

Unqualified Money Back Guarantee 


If for any reason after you've received AMM you wish to cancel your order you may do so at any time and receive a full refund 
of the unused portion of your payment. 


Don't Delay . . . Order Now 


Order now while you're thinking about it and begin receiving the kind of information you want and need about the HONG KONG, 
SINGAPORE, MALAYSIAN, PHILIPPINE, TAIWANESE, THAI, AND KOREAN stockmarkets. 
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Psa ——————— — — - 


Each issue of AMM 




















] : | To: Publications Div., Dept. AMM, Review Publishing Company, Ltd., | 
will contain . . . 4 GPO Box 160, Hong Kong. 
@ Highlights of market trends i Ci Yes! Please enter my order to Asian Markets Monitor immediately so that I can begin to benefit from the | 
€ Detailed market investment intelligence | will receive each week. | prefer 

C3 26 issues — US$327.00/£198/HK$2,550 

commentary I (3 52 issues — US$599.00/£363/HK$4,670 1 
€ Objective reports on [| You may forward payment in equivalent currency i 

sectoral developments C) fence... in payment thereof (cheque payable to Review Publishing Company Ltd.) 

and the reasons behind | Or, please charge my credit card (tick one): || 

them | C3 AmericanExpress ©) DinersClub (2 MasterCard ( Visa | 
© Highlights of the results of | Midi 001 =p Dats | 

significant large and Name Sig. 

medium sized companies | idest | 
€ Informed analysis and | Tei L 

opinion and much, much | ers l a 

more ype of Business 

| Title R0526AMM i 








ee TT wd 
Marketed for National Fair Ltd. by 

Review Publishing Co. Ltd., a wholly owned subsidiary of 

Dow Jones & Co. Inc. 
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For 16 Days, Starting September 17, 1988 
Your Company Message Can Be Seen By | 
Over 250 Million People... 
On One Television Network. 





“eps f 
/XxIV" OLYMPIAD e 





The People's Republic of China has given CBS exclusive rights to sell its television advertising 
package for the 1988 Olympics. Due to the great popularity of this exciting event in China, vour message 
can enjoy high reach and frequency in this rapidly growing and potentially 
enormous market. You can even enjoy product exclusivity. 

Because of our long and successful experience in China and our close relations with 
China Central Television, a simple call to CBS is all that it takes to get your message to this market. 
Contact CBS Broadcast International, (212) 975-8585, Telex 662101 CBINY, and be certain that the millions of 
1988 Olympic viewers in China will also be seeing your company message. 


@CBS 


CBS BROADCAST INTERNATIONAL 








NOW AVAILABLE: 
The 1988 China Phone Book & 

Business Directory: January — June Edition 

completely revised and updated 


A vital reference for anyone interested 
in doing business with China., j 


* Completely updated listings 
* Unique classified yellow pages 
* Designed for maximum usefulness 
è Lists all foreign companies and joint ventures 
e Careful selection of useful Chinese firms 
e Categorized by major industry groups 
e New compact page layout 
* Indexed for easy use 
e Good for travel or office reference 
e Names and addresses in both English and Chinese 


Designed for Maximum Usefulness 


This directory is a comprehensive listing from our own China database of all 
relevant companies in China of interest to the businessman or tourist. It is 










































The only bilingual 


: specifically intended to give you easy access to its contents through a well 
Telephone Directory for designed, computer generated classification and indexing system. Irrelevant 
China published and unnecessary information has been eliminated to reduce bulk and allow 


you efficient access. 


New Classified Yellow Page Section 


Our tenth edition includes the first Classified Yellow pages ever available 
covering the entire PRC. Over fifty categories of listings are included to give 
you updated, accessible information on China services, accommodations, 
travel, etc. Classified listings include: 
* Airlines * Business Services 

* Hotels * Shipping Companies 


semi-annually 


“In order to maintain CPB's accuracy and time- 
liness CPB will henceforth be published twice 
each year, covering Spring/Summer (available 
January — June) and Autumn/Winter, (available 
July - December). 


Given the frequency with which changes take 
place in China amongst both the domestic and 


* Computer Services 
* And many other business Categories 
























Review, Asia's leading publication. 


























foreign business and banking communities, the 
semi-annual frequency of The China Phone ORDER YOUR COPIES NOW! 
Book guarantees its users the most up to date quomm acm e e me d n n m m Hr n A c e n 
nhi listings of the most important | 4 — To: The China Phone Book Co Ltd, GPO Box 11581, Hong Kong i 
s Mom [| Please rush me copy/copies of the China Phone Book as indicated: [| 
Our database will constantly be updated to É- Name: i 
bring you the latest listings you need, when you I Í m T Please print in Block Letters x x CE I 
need them. " Address: . pats. ee ae Pee M NN ONE xS i uS I 
You can save 20% off the combined price by or- [| RIP ES ICD GE l eee | 
dering both the current Spring/ el ne " aaa Cr aaa = Tel Loene " 
Autumn/Winter editions now. Published in July C) China Phone Book 1988, Spring/Summer Edition 
the Autumn/Winter edition will be sent to you i Price: Hong Kong: HK$300, Elsewhere: US$50 inclusive of airmail postage). i 
automatically the moment it becomes available i No. of copies: i 
if you order both now. 1 "a RE god PP Pha [| 
i T China Phone Book 1988, Spring/Summer and Autumn/Winter Editions combined set i 
Not only will you have the most up to date busi- at 20% savings. Send Spring/Summer Edition immediately and Autumn/Winter Edi- 
ness listings in China at your fingertips . . . but i tion immediately upon publication in July. [| 
you'll save money at the same time. I Price: Hong Kong: HK$480, Elsewhere: US$84 ündusiveot airmail postage). [| 
No. of sets: 1 c gion cease 
1988 Editions i D Tenclose |. s in payment thereof (cheque payable to The China Phone I 
Spring/Summer — January — June I Book Co Ltd) [| 
Autumn/Winter — July — December : O E prefer you charge __________ _.. tomy credit card (tick one): i 
! [| [] American Express [] Diners Club [i Master Card C] Visa i 
The China Phone Book Co. Ltd is a wholly owned Cun rM: Exp. Date: 
subsidiary of Review Publishing Company Li- I B IU E CER run exe i 
mited, Publisher of the Far Eastern Economic Eo Signature: 00 LL E zs MEN EE 
lm ew eee eee m m eee 








CLASSIFIED ADVERTISEMENTS 











PROPERTY 





APPOINTMENTS 








Move £ ondon Property from Hong Kong 


Hampton & Sons, the leading UK Estate Agents can assist you to buy. sell, let, 
manage and arrange finance for your UK house or flat. 


Call Annoushka Ducas on 5-254418 or telex 61851 FPDHK HX 
[FIRST PACIFIC DAVIES HAMPTONS 


pe oH K i 231d floor Two Exchange Square. Hong Kong. 6 Arlington Street. London SWIA IRE Teles. 25341 








BUSINESS OPPORTUNITIES 





DECEASED ESTATE 


Tenders are invited for the purchase of Bearings Wholesale, 


-a business in Port Moresby, Papua New Guinea. 


Bearings and Oil Seals, good turnover and room for 
expansion. Showroom property and 2 x 3 B/R Flats 
plus approximately K400.000 stock. Further details 
contact: Mrs l.Dent P.O. Box 9170, Hohola N.C.D., 
Papua New Guinea, Phone: 258189, Fax: 253004. 


WELCOME TO CANADA 


Secure Business Investments 
Immigration Assistance 


Call: John Boyer 
Tel: (604) 856-5123 Vancouver 








PERSONAL 





THE 


| DIPLOMAT HOTEL 


2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8 DT 
TEL: 01-235 1544 
TELEX: 941 3498 EXECUT G 
FAX: 259-6153 
Single: £49.95 + VAT 
Double/Twin: £69.95 + VAT 
Ail rooms with private facilities, col- 
our television, direct dial telephone, 
hairdryers, coffee and tea makers. 
Substantial breakfast served in 

bedrooms. 


This space is reserved for 
Classified Advertisements 


Reservations should be 
addressed to: 


; International Classified Manager 
Far Easter Economic Review 
15th Floor, 80 Gloucester Road 
^; GPO Box 160, Hongkong 
Tel 5-203123 Telex: 62497 REVAD HX 








FOR SALE 
US MEDICAL DISTRIBUTOR 


One of fastest growing U.S. Medical Sup- 
ply Co's is now available. With over 4 mil 
in annual sales with 20% pre-tax makes 
this co. an excellent opportunity to expand 
your US market. Send inquiries to UMSC 
10570 Bradford Rd. Littleton Colorado 
USA 80127 303-979-1900 


Readers 
are 
recommended 


to make appropriate 
enquiries and take ap- 
propriate advice before 
sending any money, in- 
curring any expense or 
entering into a binding 
commitment in relation 
to an advertisement. 
The Far Eastern Eco- 
nomic Review shall not 
be liable to any person 
for loss or damage in- 
curred or suffered as a 
result of his/her ac- 
cepting or offering to 
accept an invitation 
contained in any ad- 
vertisement published 
in the Review. 









HUMAN RIGHTS IN € iam 


Amnesty International needs a fie 
human rights violations in South As 
Pakistan and Bangladesh. S/he wil 
reports and advise on initiatives to bi 
tional aaa k in relation to prisoner 




















also useful. Excellent enone is ose 
either Urdu, Bengali, Tamil or See! 






Salary £15,32 
‘from Sept 88) ‘ania increments, index linked) 


CLOSING DATE FOR RECEIPT OF COMPLEATED 
APPLICATION FORMS 8 JULY 1988 _ 


INTERVIEWS SCHEDULED FOR WEEK COMMENCING 
15AUGUST 1988. 








For further information and an application on please 
contact: Personnel Office, Amnesty International, Interna- 
tional Secretariat, 1 Easton Street, London, WC1X 8DJ, 
United Kingdom, Tel: (01) 837.3805 











amnesty us 
international 







MANAGEMENT/PUBLIC ADMINISTRATION 
TRAINING SPECIALIST __ 
DHAKA, BANGLADESH 


The US Agency for International Development Mission to 
Bangladesh is seeking a consultant for a three-year assignmentin | 
Dhaka, Bangladesh. Salary will be based on your salary history and -> 
housing, full allowances provided. Responsible for coordinating ef- 
forts of USAID, the Bangladesh Government, and a cross-cultural 
technical assistance team to implement a large management/public 
administration/training project. E 
Qualifications: Master's degree in Public Administration or a mari 
agement-related discipline, proven expertise in expediting. large vol- 
umes of paperwork, proven expertise in working with senior-level 
cross-cultural teams and skill in producing committee documents. 
Previous work experience in South Asia and/or familiarity with Aid 
Handbook 10is desirable. 

Send expressions of interest, curriculum vitae, SF171, and writing 
sample to Contracts' Officer, USAID/DHAKA, Department of State, 
Washington, D.C. 20520-6120. 

Materials must be received by contracts by June 30, 1988 to be con- 
sidered. 


























OVERSEAS POSITIONS | 





- Hundreds af top paying positions avail 

If you have something able now, Tax-free incomes. Many attrac: 
1 tive benefits. Opportunities for all occupa: 

to say... say it ions, skilled trades, professionals, man 
in the Classifieds! agement, echnical personnerete. > 









Free detas 4 
Overseas Employment Services. Deni E 
FE. PO Box 460, Town ot^ Mount Royal. 
Quebec. Canada Har 3c? 





















LETTER FROM NANSEI SHOTO 











he boat slices through the mirror- 
calm river lined with lush, tall man- 
groves and broad-leaved evergreens. 
About 2,000 km to the northeast, 
spring snow is turning to slush in Tokyo. 
As the sun here adds the final touches to 
the tropical scene, a Japanese co-travel- 
ler remarks that it is like being abroad. 
It is, almost. The Japanese island of 
Iriomote is a geographical footnote to 
the historical afterthought of Okinawa. 
It lies at the far tip of the Nansei Shoto 
— Japan's southernmost group of 100 
islands that forms the prefecture of 
Okinawa and stretches 1,100 km be- 
tween Kyushu and Taiwan. Iriomote, 
the only island in Japan with a big sub- 
tropical forest, is only 200 km east of 
Taiwan. To Tokyo city folk, Iriomote is 
about as Japanese as a slice of papaya. 
The visitors from up north gawk at the 
trees laden with sweet, small bananas. 
These townies even mistake a local 
pineapple for the exotic, prickly durian. 
The island's claim to fame lies in the 
discovery in 1965 of a species 








can accommodate 200 guests. But à 
local taxi driver says there are no rivers, 
no mountains, and so no honeymooning 
couples. It is as expensive to fly to 
Miyakojima as itis to get to Hongkong. 

What the island has instead are fine 
white beaches, hibiscus-lined streets, 
cane fields and the burnt, sweet aroma 
of the island's one sugar-refining fac- 
tory. Industry includes a distiller mak- 
ing a potent rice wine called awamori. 
The brew, to be drunk neat, with water 
or with milk, is as rough as sandpaper. It 
is to the Okinawans what mizuwari 
(whisky and water) is to Tokyo's salary- 
man. 

Awamori is best made from ferment- 
ing Thai — not Japanese — rice. But if 
you thought that there were economies 
to be made here using the cheaper Thai 
grain, think again. This raises an issue 
that is as stickv as Japanese rice. 
The awamori factory pays 33 160.000 
(US$1.283, equivalent to the price of 
local grain) for a bag of Thai rice which 





of mammal, the Iriomote wild- m 


cat, whose image has become 
a trade mark, stamped on the 
front of tourist buses. A third 
of the island has been made 
into a national park, thanks to 
the wildcat, which looks little 
different in photographs from 
an unremarkable grey tabby. 
The rest of the island 
boasts a single set of traffic 
lights. Its purpose is purely 
educational, to show the local 
kids how to behave if they 
ever escape to the concrete 
jungle. The lights are sited 
close to the one primary 
school and its four pupils. 








A buffalo-and-cart ride through a waterway. 





There is virtually no traffic on 
the island, and the villagers get a bit miff- 
ed when the red light switches on. From 
Iriomote to the island of Yubu is a 10- 
minute buffalo ride through a shallow 
waterway. 

The cart rider, like the other tour 
guides, hails from an era when looking 
after visitors meant entertaining them 
with more than the usual vital statistics. 
Keeping a beat by hitting the water buf- 
falo with a light bamboo, the nearly 
toothless driver renders a throaty ver- 
sion of an Okinawan ditty which tells of 
how the islands' most powerful politi- 
cian is smitten by the No. 1 beauty, who 
rejects him for the love of a poor farm 


Oy. 

While the beauty favoured the farm- 
er’s son, mainland Japanese need a lot 
more persuading to spend some of their 
travel yen in Japan’s poorest prefecture 
of Okinawa. To mainlanders, the 
Okinawa islands are far enough away to 
be expensive to reach, but not "foreign" 
enough to be an attractive holiday desti- 
nation. The single hotel on Mivakojima 





costs an eighth of the price in Thailand. 
To ensure that the rice is imported for 
the sole purpose of making awamori, 
each rice grain enters the country quar- 
tered so that it cannot be served at the 
dinner table. 


hirty minutes by plane southwest of 

Miyakojima, a controversy as heady 
as awamori continues to brew on Ishigaki 
island. This confronts the visitor im- 
mediately on arrival at the airport. A 
banner proclaims an early start to con- 
struction of the new airport. The same 
message is to be seen elsewhere on the 
island. The dilemma is that the new air- 
port will facilitate the landing of larger 
jets. to bring more tourists to come to 
see a rare Blue Coral, which will be kill- 
ed off by the construction of the airport. 

Critics have argued that it would 
have been cheaper and less destructive 
to extend the local runway. Instead, the 
new airport m will involve flatten- 
ing a sacred hill, dumping the soil in the 
lagoon and laying waste to the last re- 








STELLA DANKER 














maining undisturbed coral reefs in the 
island chain. Already, 80% of the coral 
reef round the main island of Okinawa 
is dead because of rampant develop- 
ment. | 

If the jumbo jets laden with tourists 
finally come, they might well find more 
coral onshore in the souvenir shops 
than under the sea. Some visitors to 
the bougainvillaea-decked island of 
Ishigaki prefer the slow boat, from 
Taiwan. In a central bar with cigarette- 
stained tables, a shamisen (Japanese- 
style guitar) master and his wife with 
dramatic Noh-mask face perform 
thumping 300-year-old Okinawan folk 
songs and dances. That night, a dozen 
Taiwanese country women arrived 
after an eight-hour boat ride. The 
Taiwanese women were re- 
gulars and knew each step of 


the traditional Okinawan 
dances. . 
The visiting Taiwanese 


were more tuned in to Okina- 
wan partying than Okinawans 
are to some of the mainland 
Japanese party habits. But 
you cannot fault the Okina- 
wans for not trying to take 
part in Japanese festivals. 
Mainland Japanese drink 
sake, sing and frolic under the 
April cherry blossom, a prac- 
tice called euphemistically 
hanami or flower watching. 
But there are no such delicate 
flowers down south. What the 
islanders do instead is have 
their version of hanami at the huge fam- 
ily graves. They have a feast, play the 
shamisen and generally enjoy them- 
selves. 

After the taxi driver told of the 
graves, he turned to other tales — of the 
war and how his family survived the 
American bombing by hiding in the 
tombs. The driver, Fumio Nakamatsu. 
was 11 at the time. He had to leave the 
safety of the tombs when the Americans 
landed in the area and his family 
searched for caves to hide in farther 
south. But Nakamatsu said that fleeing 
Japanese commanders would order 
them out of the caves to take over the 
hide-outs for themselves. 

Nakamatsu says he is very lucky to 
be alive today. More than 150,000 
Okinawans (or a third of the popula- 
tion) died in the conflict. As his taxi 
cruises smoothly along the new express- 
way taking sunseekers from Naha air- 
port to the Okuma beach resort, he 
says: "Life is good. I like drinking. sing- 
ing and women." — Stella Danker 
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To Europe via FRA. 
Scent to the hearts of 280 millions. 


Even after crossing continents, the 
freight you sent should be as fresh as 
a daisy. And when it touches down at 
FRA we'll do everything we can to see 
that it stays that way long after it has 


reached its final European destina- 


tion. Apart from the fact that Frankfurt 
is set in the heart of Europe and at the 


pulse of central Europe's major high- 


way network, we entertain regular 
flights from up to 85 international 
scheduled airlines and boast a further 





Frankfurt: Right on target 


230 flights daily to points within 
Europe. Like you, we are serving hun- 
dreds of millions. That's a lot of birth- 
days, and a great many festive occa- 
sions to stay fresh for. Send your 
freight to Europe the FRA way and 
you'll be on the scent of big business. 
Please contact Flughafen Frankfurt 
Main AG, D-6000 Frankfurt/Main 75, 
Telex 414 959. Orourrepresentative in 
Hongkong: Mr. Paul Eidens, c/o ITSG, 
Tel. 5-892 1321, Telex 8 3737. 


Flughafen 


Frankfurt Main AG 
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When one of the world’s largest truck manufacturers makes 
an announcement you know it’s going to be big news. 
Scania, the truck division of Saab-Scania, has made the 
best range of trucks it's ever made even better. 
The new range, called Scania Series 3, offers a whole 
range of new and technologically advanced features and 
a modifications. In short, Scania is building on its 
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unrivalled worldwide experience to invest in the futurs 
Building on experience means maintaining a 
reputation for meeting the needs of every kind of truc 
user and transport need. 

Investing in the future means launching a new cab 
with an all-new interior and instrument panel; a wide 
choice of tougher 14-litre diesel engines, with uprateq 
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A new dimension 
in truck technology 


Outputs up to 470hp; and much more. 

It al- adds up to a new dimension in truck technology. 

The new Scania range is now being introduced in 80 
countries throughout the world where Scania has gained a 
renowned reputation for transport economy, safety and 
rugged reliability. 

It just goes to show there's no substitute for quality. 








How Sir Yehudi Menuhin keeps time. 


Throughout the world Sir 
Yehudi Menuhin is recognised 
as a truly great musician. He 
is equally likely to be found 
giving a concert with Ravi 
Shankar or Stephane Grappelli 
as with a full orchestra. 

If all he could do, then, were 
to play the violin, that would 
surely be enough. But the en- 
thusiasms of Sir Yehudi extend 
much further. 

He has used the opportu- 
nities that travelling the world 
has given him not just to delight 
audiences with his playing. He 
also studies the indigenous 
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music of each country, hence 
his collection of contemporary 
and ethnic instruments. 

For the way in which he has 
used music as a medium for 
promoting his own humani- 
tarian beliefs, Sir Yehudi Menu- 
hin has received many honours: 
a British Knighthood and the 
Order of Merit, Commander of 
the Legion of Honour from 
France, the Belgian Ordre de la 
Couronne, the Order of Merit 
from West Germany and the 
Nehru Peace Award. 

His most precious posses- 


sions are still his violins. In his 


time he has owned such superb 
masterpieces as a Stradivarius, 
a Guarnerius Del Gesu and a 
Capicchioni. He will play with 
one favourite for a year or so 
and then change to another. 
But one instrument that he 
never changes is to be found 
on his wrist. It is an 18ct. gold 
Rolex Day-Date Chronometer. 
That such a man as Sir Yehudi 
Menuhin should choose a 
Rolex above all other watches 
as his personal timepiece is, 


surely, all the satis- W 
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faction we could 


ever ask . 





CHRONOMETER IN 18CT. GOLD WITH THE PRESIDENT BRACELET. ALSO AVAILABLE IN I8CT. WHITE GOLD OR IN PLATINUM 
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SOVIET UNION: 


ENIRINTA Pacific Trade Aims 


AVIATION: 
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A Squeeze on Seats 


THAILAND: 


Generals and Elections 








Australia A$3.75 — Bangladesh Taka 35 — Brunei B$4 50 Burma Kyats 5.50 — Canada C$4.00 — China US$2.50 — France Fir 22 — Holland G 8 Hongkong HK$20 — India Rs 24 — Indonesia Rps 2800 
Japan Y 660 — Korea Won 2000 — Laos US$2 — Malaysia M$5.50 Nepal Rs 22 — New Zealand NZ$4 — Pakistan Rs 22 — PNG Kina 2.50 Philippines P30 — Saudi Arabia SR 11 
Singapore S$4.50 — Spain P 300 — Sri Lanka Rs 40 — Sweden SKr 25 — Taiwan NT$90 — Thailand Baht 60 — U.K. £2 20 — U.S.A. US$3 









With 700 luxurious rooms and 
suites each overlooking the Chao 
Phraya River, the Shangri-La is truly 
a city resort in the heart of Bangkok. 








BANGKOK WHERE El 


SHANGRI-LA INTERNATIONAL: BANGKOK (2) 236 7777 * HONG KONG (5) 810 7782 * KUALA LUMPUR (03) 230 6248 e SINGAPORE 235 W 


Set amidst beautiful landscaped 
gardens, it offers an extensive range 
of leisure activities as well, of course, 
as the warm welcome and superb 
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SHANGRI-LA BANGKOK. SHANGRI-LA BEIJING. SHANGRI-LA KUALA LUMPUR. ISLAND SHANGRI-LA HONG KONG (MID # 


standards of personal service for 
which Shangri-La hotels are famous. 
On yournext visit to Thailand, where 
else but the Shangri-La Bangkok. 


Š ShangriLa hotel 
BANGKOK 
A SHANCRI-LA INTERNATIONAL HOTEL 


SE BUT THE SHANGRI-LA 
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\USTRALIA (008) 222 448 * LONDON (01) 581 4217 * GERMANY (0130) 6649 © TOKYO (03) 667 7744 © USA & CANADA (800) 457 5050 
ANGRI-LA SINGAPORE. CHINA WORLD HOTEL BEIJING (EARLY 1989), SHANGRI-LA INN PENANG. 
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AMERICA, 
THE WAY IT SUITS YOU. 


At Northwest Airlines, we not only 
offer you more of America to pack 
for, but for as little as $ 329 we 
offer you the freedom of our North 
American network. 

Go where you want. Plan as you 
go. But be sure to get all the details 
and your Northwest USA Pass 
before you go. 

For more of America the way it 
suits you, call Northwest or your 
travel agent. And start packing. 


USA PASSES 
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WANG MAKES IT WO 


Whatever your system, you 
can always have access to 
Wang solutions. 

It doesn't matter when, why or 
where you bought your computers; 
Wang can integrate virtually all makes 


.and types of product and system. 


With our VS computer and Wang 
Systems Networking, we can provide 
































































the missing link to your system in- 
distributing more widely all forms of «| 
information — data, words, images - 
and voice. Plus the application tools to 
use them more effectively. 

Wang's application of Inform 
ation Technology allows you to get the 
absolute maximum out of your invest- 
ment to date. 

















WAITING TO BE SHARED 


At McDonnell Douglas, we've established an enviable 
heritage of sharing with international partners the 
benefits of our company’s capabilities and talents 
in aviation, space and information systems. 

Global financiers count on our fast and accurate 
Tymnet” information systems. European manufac- 
turers trust us for cad/cam. Great Britain shares 
with us the advanced development of the vertical 
takeoff fighter, the Harrier IL, as well as the T45 
training system. We join with Korea in the manufac- 
ture of helicopters. Canada, China, Italy and Sweden 








know us for the MD airliners they help us develop 
and build. In Australia, Canada and Spain we work 
jointly on F/A-18 Hornets. 

International ventures such as these have 
introduced new technologies and expanded others, 
helping McDonnell Douglas keep its promises to 
create human opportunities, foster economic growth 
and bring new commerce to our international 
business partners. For more than 65 years, we've 
given customers products that promised performance 
—and delivered. 
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Dreary reporter 


In his recent letter [12 May] John Pilger 
provides an example of the type of 
sophistry which makes his “reportage” 
so drearily tendentious. Pilger admits 
that of the thousands of Aborigines who 
died on what he termed (in his British- 
produced TV documentary released to 
mark Australia’s bicentenary and titled 
The Last Dream) the “killing fields” of 
Australia, up to 85% may have suc- 
cumbed to diseases introduced by the 
European invaders. While I have no 
doubt of Pilger’s ability to equate a 
death by measles to a slaughter on a kill- 
ing field, I am sure that most people 
would reserve for the latter description 
of mass death an image resembling the 
genocidal horrors of Pol Pot's Cam- 
bodia. Australia deserves to be con- 
fronted by its record of unjust treatment 
for its autochthones, but it is profession- 
ally noxious of Pilger not to have ba- 
lanced his “report” with accounts of the 
efforts to atone for injustices against the 
Aborigines. For example, he could have 
informed his British audience of the vast 
tracts of land acquired by the federal 
and state governments and handed to 
the Aborigines as freehold at the end of 
1986. The national total of land re- 
turned to Aborigines as freehold 
amounted to 643,282 km, an area about 
413,402 km? greater than the combined 
total land mass of England, Scotland 
and Wales. 
Melbourne 





Geoffrey Goddard 


Singapore debate 


I had been in sympathy with Singapore's 
People's Action Party (PAP) in its early 
days, before and after separation. I 
have no Marxist or Leninist connec- 
tions, and though outspoken, I have 
never been approached by any such 
groups or persons, and only come across 

ersons who appeared to propound rad- 
ical principles. 

The Internal Security Act (ISA) was 
originally justified in Singapore and Mal- 
aysia because it was propagated (perhaps 
with some justification) that you cannot 
bring communists to court in open trial 
because you cannot get anyone to testify 
against them and more importantly, 
such witnesses would be assassinated. 

Such arguments may have been jus- 
tified during the days of "active" com- 
munist insurgency. I use the term, be- 
cause proponents of the ISA will say 
that the communist insurgency is in the 
dormant state. These are certainly not 
valid now, and it is also time that such 
countries like Singapore and Malaysia 
stop hanging on to such crutches and put 
their oft self-proclaimed economic suc- 
cess to the political test. 


It is becoming increasingly clear that 
Malaysia and Singapore are using the 




















bogey of communism to justify arbitrary 
arrest and detention without trial — 
Tunku Abdul Rahman's recent state- 
ments on the raison d'étre of the ISA ex- 
pose this. 

The recent events in Singapore must 
be seen against the record of the sup- 
pression of the independent press; the 
expulsion of the PAP from Socialist In- 
ternational; the deluge of defamation 
suits after each election; the persecution 
of the first opposition member in the 
Singapore Parliament, the banning of 
travel to Singapore of leaders of public- 
interest groups in Malaysia; the treat- 
ment of dissident elements within the 
PAP rank and file like Toh Chin Chye 
— to the extent of rewriting the history 
books to minimise their contribution to 
the building of modern Singapore; the 
orchestrated promotion of the heir-ap- 
parent ‘BG’ Lee; the inquisitorial na- 
ture of the hearings of the parliamen- 
tary select committee on the Legal Pro- 
fession (Amendment) Bill; the admis- 
sion of use of informers and secret lis- 
tening devices on the deliberations of 
the Bar sub-committees, and the sur- 
dmm. speech by Prime Minister Lee 

uan Yew the night after the results of 
the last general election lamenting the 
"one man, one vote" system. 





Singapore denounces the involve- 
ment of the foreign press in Singapore's 
domestic politics and demands that they 
report Singapore for foreigners. Surely, 
the crucial issue is whether the reports 
are true or not? Does this not matter? 

The fact that these papers are so po- 
pular is testimony to the dearth of news. 

e truth is that such foreign reporting is 
defeating the PAP's censorship tactics. 

First we had the bold statements of 
the use of intimidation of detainees and 
the re-arrest of the detainees, and now 
the arrest of Francis Seow and the ex- 
plusion of the US first secretary in Sin- 
gapore. The bottom line is in “demo- 
cratic” Singapore Solidarity would be 
banned and Lech Walesa detained 
under the ISA. 

Singaporeans are much admired for 
what they have been able to carve for 
themselves in that little island state, but 
all these will amount to nought if the 
price is the perpetuation of a petty dic- 
tatorship. 
Subang, Malaysia ‘TGG’ 
Last Sunday, in the relative safety of my 
living room, I knew I was not the only 
Singaporean pursuing a development- 
oriented career in the throbbing heart of 
Singapore's business district, who felt a 
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So it's perfectly understandable that some 
guests prefer "See you again" to a 
"Goodbye." A compliment to the profes- 
sionalism of our service and warmth of our 
hospitality 

At Lotte, you can enjoy boundless shopping 
and dining facilities. Choose from one of 
our«65 new rooms in the new wing (there's 
à total of 1484]. The new rooms are the 
largest on average in town. Backed by an 
around-the-clock executive business 
center. And other special touches like VIP 
check-in. The largest Duty Free Shop in 
Asia and a legendary health club. 


At Lotte, we never stop working to please 
you. Because our pleasure is to keep you at 
your working best 


Member in Seoul, Korea 
SRS Pergo Horns (ti 





HOTEL LOTTE 


SEOUL KOREA 


Head Office: CPO Box 3500 oul, Korea 
Phone: (02) 771-10, Tix LOTTEHO K235334/5 Fax: SEOUL 752-3758 
Cable: HOTELOTTE 

Overseas Office: New York (201) 944-1117 Toll Free BOO-22-LOTTE 
LA. (213) 540-7010. Tokyo. (03) 281-6636 Osaka: (06) 26310712 






















"a 





The power of fore sight. 
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leaders, BNP puts its intimate knowledge of world economies to work for you. 
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market changes. With a specialized teleprocessing network and one of Europe's 
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updated, clear and precise market reports to help 


them determine the right moment to act, in Europe... 
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new and disturbing sense of insecurity 
when looking back on the bizarre hap- 
. penings in the republic over the past few 
weeks. 
. Consider the perspectives of our 
fear: the statement from nine ex-de- 
tainees, all well-educated professionals 
and social workers, on 18 April, deny- 
ing their involvement in any “Marxist 
conspiracy" against the government, 
expressing readiness to face an open 
public trial to prove their innocence, 
and claiming grievous ill-treatment 
amounting to physical torture while 
under detention; the re-arrest of eight 
the following day, and a spate of incohe- 
rent and incredible government state- 
ments justifying their renewed detention. 
Somewhat relieved by the government's 
intention to appoint a Commission of 
Inquiry, we were later startled by the 
news that the detainees had sworn 
` Statutory declarations while in custody 
| contradicting the statement they had 
made as free men and women, and the 
government's announcement that a 
Commission of Inquiry was no longer 
necessary. 

Then on 6 May, Francis Seow who 
was acting for some of the detainees was 
detained followed by Chew Keng 
Chuan, himself an ex-detainee. Soon 
after, more confusion reigned when our 
focus was thrust from a clandestine 
Marxist plot to overthrow the govern- 
ment to a covert capitalist operation 
with American involvement. 

Except for the more courageous 
ones who greeted all this with unprinta- 
ble expletives, those Singaporeans who 
did talk about these things did so only in 
hushed whispers. 

Why was it necessary to re-arrest the 
eight ex-detainees? Because they issued 
à statement wanting to clear their names 
of Marxist labels? Because they accused 
Singaporean Internal Security Depart- 
ment (ISD) officers of maltreating them 
during their detention last year? Or was 
it merely because of their flagrant im- 
pertinence in issuing a statement offen- 
sive to Confucian conformity? 

Singaporeans, or anyone else for 
that matter, who expect moral accoun- 
tability of their government simply can- 
not see it this way. A whole lot of non 
sequiturs remain unaccounted for. Let 
me expose some of these: 

The detainees stated quite categori- 
cally that they were ready to prove their 
innocence in an open trial. Statutory 
declarations by people who are no 
longer free agents are necessarily highly 
suspect. 

t is impossible to forget that the 
eight were arrested and detained by the 
very people against whom the accusa- 
tions were levied. Since when are al- 
leged rapists given custody over those 
4. who claim to have been raped? 

-=u The government boldly states that 
"psychological pressure is used by ISD 
officers. Media advertising uses a cer- 














Even parents and teachers exert 
psychological pressure on their charges. 
But what psychological pressure does 
the ISD use? 

Patrick Seong, the Singaporean 
lawyer who was the legal counsel for 
two of the detainees, was taken in by the 
ISD for having voiced certain political 
opinions so as to discredit the govern- 
ment. Evidently, while it is all right to 
credit the government, it is highly ir- 
regular to discredit it, and what more, 
discrediting the government is a security 
threat! The flow of this article obviously 
discredits the Singapore Government — 
without apology — but by no means can 
it cast aspersions on the author’s loyalty 
and patriotism to Singapore. I discredit 


the government because what it has | 


done seems highly irregular, smacks of 
vindictiveness, and blurs the truth. 

Subsequently, Seong says in his 
statutory declaration: “I should have 
made a distinction between my role as a 
legal counsel and that of a political com- 
mentator. I will ensure that such a con- 
fusion of roles will not arise in future." 
What doctrine says that a person cannot 
practise his profession and have politi- 
cal views at the same time? We 
apologise to Seong, but several Sin- 
gaporeans cannot accept your apology. 
Your political comments may have been 
anti-government, but they certainly 
were neither anti-Singapore nor il- 
legal. 

The First Deputy Prime Minister 
Goh Chok Tong turns the truth on its 
head when he says that the ISA had be- 
come an election issue. Goh must be 
congratulated for detracting from the 
issue at hand. Few Singaporeans would 
contest the necessity of the ISA, but let 
us not resort to Stalinist methods of 
arbitrary arrests. What will most cer- 
tainly be a major election issue is not the 
use, but the gross misuse of the security 
laws of the republic. 

Prime Minister Lee Kuan Yew on his 
return from Italy said, lets "get down to 
the bottom of these allegations." Sin- 
gaporeans ought to be really glad that 
there is at least one other Singaporean 
who shares our sentiments. 

Singapore Devan Janamitra 


Perfect solution 


My congratulations on your well re- 
searched COVER STORY on the status of 
the US bases in the Philippines [21 
Apr.]. 

It reports that if the US withdraws 
from the Philippines, "Soviet leader 
Mikhail Gorbachov has suggested that 
Moscow would in exchange pull out of 
Cam Ranh Bay in Vietnam." 

This fits perfectly with my published 
views that if the US suggests it, Gor- 
bachov will agree immediately to the 
complete withdrawal of both superpow- 
ers from Europe with all their troops 
and weapons — the US back across the 


p amount of psychological pressure. | Atlantic Ocean and the Soviet Union 














back behind its own borders. Nobel 
Peace Prize anyone? 
New York 


Pervasive threat 


I refer to Case for the defence [LET- 
TERS, 5 May] by Sridhar Pingali, who 
has castigated Brian Cloughley for 
“one-sidedness” in his STH COLUMN [7 
Apr.] where he surveyed India’s sec- 
urity environment and found Indian 
measures to meet perceived threats 
somewhat excessive. Pingali is probably 
correct in his views. India has often 
been subjected to unfair and one-sided 
comment in the international press (and 
sometimes, on the other hand, has also 
received a considera hare of fatu- 
ously admiring flattery Il). 

Iam, however, concerned that many 
Indians fail to perceive the greatest real 
threat to the nation’s security, besides 
which the direct and indirect threats 
that may be posed by Pakistan and/or 
China, the US, etc., pale into relative 
insignificance. This is the culture of in- 
competence, sloth, ineffectiveness and 
ji-huzoori (sycophancy) that has per- 
vaded all our governments, most nota- 
bly that of Rajiv Gandhi. For one, this 
debilitating culture contributes to the 
wastage, according to one authoritative 
but extremely conservative estimate, of 












at least Rs 200 billion (US$15.3 billion) 
each year because of work incompe- 


tently and ineffectively performed by 
our government and their limbs. This is 
surely a very major security threat. 
Gandhi waxes eloquently in 
speeches to his assiduous bureaucrats 
about the need for an administration 
that is "more responsive to the people's 
concerns" — but he is himself no more 


responsive, as I can convincingly prove, |. 


than the most unresponsive of them. It 
is true, as Pingali claims, that India’s 
government is directly answerable (at 
election times) to public opinion. Un- 
fortunately, this does not mean that it is 
adequately accountable. We should 
never ever get the foolish notion that 
the power given to citizens to elect 
representatives every now and then can 
by itself bring about democracy. This 
power is a necessary condition — but it 
is by no means sufficient, as a glance at 
the Indian polity will demonstrate. 

The major cause for the general 
alienation of the people from their gov- 
ernment and for the cynicism felt at 


| large may be directly attributed to the 


lofty arrogance displayed by our lead- 
ers, including Gandhi, to the very sin- 
cere efforts made by many citizens to 
contribute meaningfully to improving 
the extremely shabby performance of 
our administrative systems. The great 
majority of citizens do love their coun- 


try and we are willing to work sincerely. 
and well — so why is India, after 40. 
years of independence, so ‘third-rate 


and poverty-stricken today? E 
Bangalore G. S. Chandy 
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G é The Group’s significant strengths 
are spearheaded by our UK and Far 
East operations, with notable support 
from Europe and South East Asia. 
Inchcape’s market-leading com- 
panies include Mann Egerton, Toyota 
(GB), Bain Clarkson, Gray Macken- 
zie, the Assam and Borneo Com- 
panies plus other worldwide concerns 


covering our principal activities of 


services, resources and marketing 
and distribution. 
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With a strong base of both local 
and international © management, 
together with a clearly defined 
strategy, Inchcape is now well equip- 
ped to develop and prosper in the years 


ahead. 5 5 


For a copy of our 1987 Report and 
Accounts, please write to Diana Le 
Lievre, Inchcape PLC, 40 St Mary Axe, 
London EC3A 8EU. 


George Turnbull 
Chairman and Chief Executive 
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Page 14 
Malaysia’s prime minister steps up 
pressure to flush out the remainder of 
his party rebels and force them onto 
the opposition benches. 
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Page 16 

A farmer-led demonstration sparks 
the biggest riots in Taiwan in 41 years, 
pointing to a deeper social and politi- 
cal malaise. 


Page 21 

The Indian Government is jubilant at 
its success in clearing the Golden 
Temple, but the problem of Sikh ter- 
rorists in Punjab and elsewhere re- 
mains unresolved. 


Page 33 
Relations between the Philippine 
Government and the press grow more 
strained. 


Page 34 

Despite slow progress in normalising 
Sino-Soviet relations, Peking and 
Moscow advance towards a new un- 
derstanding. 


Page 36 
Thai army chief Chaovalit stirs up the 





bility of a ‘revolution approved by the 
people.’ 


Page 39 

Singapore’s ruling party sets the 
Stage for an early election with a new 
electoral system and a continuing 
barrage against foreign meddlers. 


political pot by suggesting the possi- | 


| EVIE THIS WEEK 


hina’s missile sales to Saudi Arabia has shot holes 
through the West’s already-diminishing hopes of limit- 
ing the spread of sophisticated strategic weapons. The 
most immediate feared effect 


looks at Taiwan’s reaction to Peking’s one-upmanship with an old ally as well 
| .the clues to Taipei's own missile programme. | 
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j donors to step up aid. 
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Page 59 

Moscow aims to expand its economic 
links with Asia-Pacific nations in a bid 
to boost the development of the 
Soviet Far East. 


Page 60 

Japan's determined attempts to pro- 
mote a dialogue between OECD na- 
tions and the East Asian NICs beginto 
pay dividends. 


Page 62 

Mounting public opposition forces 
the Taiwan Government to postpone | 
construction of a fourth nuclear- 
power plant. 


Page 64 

The World Bank predicts Indonesia's 
external debts will soar to US$60 bil- 
lion by the year 2000 and urges 


Page 69 

Tokyo's offshore-banking market, | 
which was launched in 1986, has | 
grown rapidly and now rivals the six- | 
and-a-half-year-old New York mar- 
ket. i 


Page 70 | 
India’s state-run oil giant ONGC has | 
trebled output since 1981 but now 
needs a major find to keep production 
rising and finances buoyant. 


Page 76 

Australia unveils ambitious propo- 
sals for a commercial spaceport in 
Queensland, while Hawaii, Florida 
and Indonesia look at the prospects 
for private satellite-launch sites. 


Page 82 

Kuala Lumpur bankers believe that re- 
cent rises in overnight money-market 
rates could herald a breakdown in 
Bank Negara’s control of interest 


will be escalation of the arms | 
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| REGIONAL 
Hongkong approves 
film censorship law 
Hongkong's Legislative Coun- 
cil passed the  controver- 
sial Film Censorship Bill on 
18 May that empowered the 
authorities to censor films 
which may "seriously damage 
good relations with other ter- 
ritories." The government says 
political censorship is needed 
to prevent Hongkong being 
used as “a propaganda base" 
against China. 

Film censorship sparked a 
controversy in March 1987 
when it was revealed that the 
government had been censor- 
ing films for 34 vears without 
legal authority. Since 1973, 
about 20 films have been ban- 
ned on political grounds. Ele- 
ven were about China, seven of 
them made in Taiwan. 

— Emily Lau 


Vanuatu PM dimisses 
radical minister 
After Vanuatu Prime Minister 
Walter Lini dismissed immig- 
ration and tourism minister 
Barak Sope on 23 May, Sope 
threatened to split the ruling 
Vanua'aku Party, of which he 
remains general secretary, and 
form a coalition government 
with the opposition Union of 
Moderates Party. Sope sup- 
porters staged a land-rights 
demonstration on 16 May that 
turned into a riot which left 
one person dead. Meanwhile, 
Australia, New Zealand and 
Papua New Guinea have told 
Lini that they are prepared to 
respond to any request for sec- 
urity assistance if more vio- 
lence breaks out. 

— Michael Malik 


North Korean sports team 
goes home in protest 
A North Korean team to the 
Asian table-tennis champion- 
ship in Japan abruptly return- 
ed home on 21 May, protest- 
ing that they had been 
harassed. The authorities 
earlier alleged that they had 
violated a pledge not to en- 
lage in political activities 
in Japan. Although Japan in 
January banned the entry of 
North Korean officials as 
part of sanctions imposed 
after a South Korean air- 
liner was allegedly sabotaged 
by agents from the North last 
year, the team included top 
sporting officials. 

— Nigel Holloway 


Taiwan jails two 

China traders 

Two Taiwan businessmen on 
17 May were sentenced to 40- 
month imprisonment each for 
“directly” trying to import eels 
from China two years ago, and 
had their assets seized by the 
Taiwan High Court. In going 
against the trend of liberalising 
contacts with the mainland, the 
court convicted Kuo Shu-kuei 
and Lin Kuan-min after finding 
them guilty of “financing the 
Chinese communists” by pay- 
ing a deposit of US$3, toa 
Chinese state-owned company 
for a future shipment of eels via 
Japan. — Shim Jae Hoon 


UN agency cuts food 

to Khmer Rouge camp 

The UN Border Relief Organi- 
sation cut food aid on 1 May to 
about 9,000 Cambodian ref- 
ugees in the Huay Chan camp, 
which is under the control of 
Khieu Samphan’s Khmer 


Khieu: no monitoring. 





Rouge guerillas in eastern 
Thailand. Relief organisations 
for several years had 
threatened to suspend aid 
to Khmer Rouge-controlled 
camps unless they allowed aid 
officials to monitor the food 
distribution to ensure that it 
was not diverted to combatants 
fighting the Vietnamese army 
in Cambodia. Diplomats ex- 
pect that China, which sup- 
ports the Khmer Rouge, will 
make up the lost UN aid. 

— Murray Hiebert 
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CORRECTION 

The photograph accompanying 
The letters of the law (26 May) 
showed Sen. Neptali Gonzales 
not Raul Gonzalez as stated. 
Sen. Gonzales is not involved in 
the dispute between the Su- 
preme Court and the special 
prosecutor. The . REVIEW 
apologises for the confusion 
and any embarrassment this has 
caused. 
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BUSINESS 

Taiwan arrests head 

of unlicensed fund 
Taiwan's Bureau of Investiga- 
tion on 18 May turned the head 
of a local unlicensed invest- 
ment house over to the High 
Court Prosecutor's office on 
charges of fraud and violating 
banking regulations. The ar- 
rest of Hu Wen-pin, owner of 
Chia Chun Investment Co., 
marked the stepping up of a 
continuing probe into 10 of 
Taiwan's 50 or so deposit-tak- 
ing firms. The firms, which 
promise interest rates of 4-796 
a month, may control up to 
NT$100 billion (US$3.5 bil- 
lion). — Jonathan Moore 


Japanese buy 20% of 

Indonesia nickel unit 

Sumitomo Metal Mining, 
Japan’s top nickel refiner, will 
buy a 20% stake in the Indone- 
sian nickel operations of Inco 
of Canada for US$100 million, 
to ensure continued purchases 
of 20% of International Nickel 
Indonesia’s output. The local 
company posted operating 
earnings of USS$IS million in 
1987 after six years of losses 
and is increasing capacity by 
more than 30% in the next two 
years. — Nigel Holloway 


india to help in 
Vietnam oil search 
An Indian state oil companv, 
Hydrocarbons India, signed a 
25-year production-sharing 
agreement with Vietnam on 19 
May to begin oil exploration 
off the south Vietnamese 
coast, the Vietnam News 
Agency said. Previously, only 
the Soviets had helped Viet- 
nam with oil exploitation. Sur- 
veying is expected to begin in 
April 1989 and drilling of the 
first exploratory well in 1990. 

— Murray Hiebert 


Fraud charges dropped 
against Carrian five 
Hongkong's attorney-general 
has dropped a fraud charge 
against the former chairman of 
the defunct Carrian Group, 
George Tan, and four co-de- 
fendants, on the grounds of 
public interest. The other four 
were Bentley Ho, a former 
Carrian executive, Deacon's 
solicitor Richard Wallis, and 
businessmen Rogerio and 
Stephen Lam. They all faced 
charges of conspiracy to de- 
fraud in relation to the sale of 
Gammon House to Bylamson 
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in. 1980 for HK$1.68 billion 
(US$215.4 million). The five 
were acquitted. 

Legal Department consul- 
tant Clive Grossman told the 
High Court on 20 May that Tan 
and Ho also faced charges re- 
lating to the affairs of 
Bumiputra Malaysia Finance 
(BMF). But that case could not 
proceed until extradition hear- 
ings in London against former 
BMF chairman Lorrain Osman 
were resolved. If the Gammon 
trial was to be held after the 
BMF trial, said Grossman, the 
delay could cause “unaccepta- 
ble oppression,” which is 
against the public interest. 

— Emily Lau 


Samsung to merge two 
units for efficiency 

Samsung. Electronics, with 
1987 sales of Won 2.4 trillion 
(US$3.2 billion), will merge 
with Samsung Semiconduct- 
or and Telecommunications 
(1987 sales: Won 564 billion). 
The move will rationalise pro- 
duct lines and provide the criti- 
cal mass to compete in world 
markets, as well as boosting 
Samsung’s push into industrial 
electronics. — — Mark Clifford 


Qantas, SIA rt 
increased profi 

Australia’s state-owned Qan- 
tas Airways announced a rec- 
ord profit of A$131.1 million 
(US$102.8 million) for the year 
to March, up 101.5%, with rev- 
enue up 20.4% to A$3.08 bil- 
lion. The airline said the fig- 
ures — the best in its 68-year 
history — were due to Austra- 
lia’s tourism boom and more 
efficient operations. Singapore 
Airlines, meanwhile, said it 
made S$602.6 million 
(US$299.4 million) during the 
year to March — up 33.6% — 
on revenue of S$4.01 billion, 
up 15.2%. — A Correspondent 


China water-diversion 
project moves forward 
A plan to divert water from the 
Yangtze River in southern 
China to the arid north, using 
the path of the ancient Grand 
Canal, has moved forward 
after an experimental culvert 
was dug 70 m beneath the Yel- 
low River in Shandong pro- 
vince. The annual water 
shortfall in the 428,000 km? 
northern plain region, which 
includes the city of Peking, is 
about 3.5 billion m?. The com- 
pleted project will have a capa- 
city of 600 m3/second, Peking's 
Guangming Daily said. 

— Robert Deifs 





2 " *7 
































PEKING HURDLE 

|. The US is quietly supporting Taiwan's 
desire to join the General Agreement 
on Tariffs and Trade, but has made it 
clear that the application will have to 
await China’s admission to the 

„organisation, probably by the end of 
the Uruguay Round of trade talks. 
The most difficult hurdle will involve 
Taiwan, the world’s 10th-largest 

exporter, seeking the help of Peking 
in applying for its own entry because 
Gatt will not accept Taiwan without 
China’s formal blessing. 


FLYING NORTH 
Fiji’s flag carrier Air Pacific plans to 
start a weekly service to Tokyo in an 
attempt to boost the island state’s 

. tourist industry, which has stagnated 
since two military coup’s shook the 
‘country last year. The airline has 
received approval from Tokyo to fly 
into Narita airport from October, 
using a Boeing 747 leased from 
Qantas. Fiji has also invited Taiwan’s 
China Airlines to open a service from 
Taipei. 


RELIEVED ALLY 
Much to the relief of the Soviet 
Union, Vietnam made no request to 
Moscow for assistance when Chinese 
forces made their push into the 
disputed Spratly Islands earlier this 
year, according to Soviet sources, 
even though Handi believed at one 
oint it had found out the date for a 
ll-scale invasion. A request would 
have put Moscow on the spot — a 





“no” causing problems with Hanoi 
and a “yes” giving China a “fourth 
obstacle” to closer relations, In any 
case, Moscow apparently does not 
think much of Vietnam’s claims to 
sovereignty: Soviet maps in the 1950s 
show the islands as Chinese and 

even now mark them as “disputed.” 


PROMOTION PROSPECTS 
Tian Zengpei, 
China’s 
ambassador to 
Yugoslavia, has 
been recalled to 
Peking and is 
likely to be 
promoted to vice- 
foreign minister 
soon. Tian will 
take over 
responsibility for 
Soviet Union and East European 
affairs, the portfolio handled by Qian 
Qichen before his promotion to 
foreign minister in March. 


SQUEEZING THE NEWS 


The Sri Lankan newspaper group, 
Upali Newspapers, founded by 
tycoon Upali Wijawardene who 
disappeared in 1983 in his private 
Learjet over the Straits of Malacca, 
has run into heavy weather with the 
government in Colombo, which 
accused its newspapers of 
contributing to unrest in the country. 
Sanctions in the form of an 
advertising and credit squeeze were 
engineered, but these have been 
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| to import rattan from Fiji, Papua 


| will visit the three P 


eased since a government nominee 
was co-opted onto the company's 
board with supervisory powers. 


PACIFIC RATTAN _ 


Taiwan furniture makers are hoping 





New Guinea and the Solomon Islands 
to replace some of the 4,000 tonnes a 
year it previously imported from 
Indonesia, the source of 80% of the 
world’s commercially harvested 

















rattan. Jakarta has been progressively | 
tightening a ban on raw rattan ` | 
exports in a bid to force investmentin | 


its domestic furnitur 


aking 
industry. Industry r 


entatives 
€ Pacific states to 
assess the quality of rattan. 


RISES ALL ROUND? 

The remuneration committee of the 
Asian Development Bank, 
comprising three of its governors, has 
recommended an 18% salary and 
allowances increase for ADB 
president Masao Fujioka, a former 
Japanese Finance Ministry official 
now in his second term as president. 
The committee has justified the 
increase, which will lift Fujioka’s tax- 
free remuneration to about 
US$164,000 a year, because it will put 
his salary on par with that of the 
president of the Inter-American 
Development Bank in Washington. 
One diag result of the pay rise, 
which the ADB board must approve, 
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is a similar increase to the board 





AFGHANISTAN 

Muslim guerillas blocked all roads to 
Jalalabad, the city which controls the eastern 
approaches to Kabul, it was reported from 
Islamabad (20 May). Guerillas fired rockets 
into Kabul for the second day running, it was 
reported (24 May). 


CHINA 

The communist pany announced that it 
had cut all ties with its counterpart in In- 
donesia (/8 May). Heavy rains triggered 
widespread flooding in Fujian killing 72 
people and injuring more than 200, officials 
said (22 May). 


INDIA : 

A 10-day siege of the Golden Temple in 
Amritsar ended with 46 Sikh militants sur- 
rendering to security forces (18 May). Sikh 
extremists killed at least 24 people in a series 
of overnight attacks across northern Pun- 
jab. police said (20 May). Sikh extremists 

«bombed a railway station in Punjab killing 
one person and injuring 35 (22 May). 


NEW CALEDONIA 
i E Police arrested a Kanak accused of lead- 





ing an attack on a gendarmerie barracks 
which sparked a wave of violence in New 
Caledonia (19 May). Seven more arrests 
were reported (23 May). 


PAPUA NEW GUINEA 
Michael Somare resigned as opposition 
leader and head of his Pangu Party Èb May). 


PHILIPPINES 

Police fired tear gas and smoke bombs to 
disperse about 2,000 Marcos supporters who 
tried to march to the US Embassy (78 May). 
Policemen beat marchers demanding the re- 
moval of US military bases and arrested 11 of 
them near the US Embassy (20 May). 


SINGAPORE 

The government released three people 
detained without trial since 19 April under 
the Internal Security Act (28 May). 


SOUTH KOREA 

Thousands of people held a demonstra- 
tion in Kwangju to mark the anniversary of 
the riot in that city eight years ago (18 May). 
"Thousands of students attacked the Ameri- 
can Cultural Centre in Seoul with stones and 














members’ own salaries. 

petrol bombs (19 May). Students. hurled 
bombs into the US Embassy and. injured a 
police officer (20 May). The government . 
freed 1,013 convicts and juvenile delinquents 
to mark Buddha's birthday (27 May). Riot 
police clashed with thousands of youth in 
Kwangju during anti-government and anti- 
American rallies (22 May). Pakistan Presi- 
dent Mohamad Khan Junejo arrived on an 
official visit (24 May). 


SRI LANKA 

Suspected Marxist gunmen shot dead a 
senior official of the ruling party (20 May). 
Eight Indian peace-keeping soldiers were 
killed in clashes with Tamil separatist gueril- | 
las, a military spokesman said (24 May). | 


TAIWAN | 

Farmers armed with rocks and pipes 
stormed parliament in protest against the 
government's agricultural policy (20 May). > 


VANUATU E 

Prime Minister Walter Lini dismissed the 
immigration and tourism minister, Barak ~ 
Sope, his chief political rival following land 
riots a week earlier (23 May), o oo oo. 
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Mahathir steps up purge of his party opponents 


Forced into the open 


By Suhaini Aznam in Kuala Lumpur 


Pu Minister Datuk Seri Mahathir 
Mohamad has stepped up his drive 
to rid himself of opposition from within 
his own party. Having set up a successor 

arty to the now-deregistered United 
Malays National Organisation (Umno) 
and refused membership to his most 
vocal opponents, he is now smoking out 
the more covert party rebels by forcing 
them to make a difficult choice: publicly 
submit to his leadership or be sacked 
from the ruling coalition and relegated 
to the opposition benches in parlia- 
ment. 

Mahathir, who has proved himself 
adept at the deadly game of political in- 
fighting since attempts to unseat him 
began early last year, announced on 21 





ped from his cabinet supporters of | 


Razaleigh and his then running mate, 
Datuk Musa Hitam, a former deputy 
prime minister. Then in June last year, 
11 Umno members challenged the val- 
idity of the elections. On 4 February, 
the Kuala Lumpur High Court, saying 
that 30 unregistered branches had par- 
ticipated in the elections, declared 
Umno an unlawful society. 

Mahathir appeared to have been 
thrown into the embarrassing position 
of being a prime minister stripped of his 
party, but he emerged ahead in the poli- 
tical manoeuvring that followed. 
Razaleigh, through Malaysia’s first and 
third prime ministers, Tunku Abdul 
Rahman and Tun Hussein Onn, failed 


BERNAMA 





May that the supreme coun- 
cil of the three-month-old r 
Umno (Baru), or New 
Umno, would recommend to 
the National Front coali- 
tion’s supreme council, of 
which he is chairman, that 
members of parliament of 
the old Umno who refused to 
join Umno (Baru) be expel- 
led from the National Front. 
Once they are in the op- 
position, those MPs allied 
with Mahathir's rival Tunku 
Razaleigh Hamzah, or who 
oppose Mahathir for other 
reasons, will be pressured to 
give up their seats on the 
grounds that they were won 
on a National Front ticket. 
Three MPs, former wel- 
fare minister Datuk Shahrir 
Abdul Samad, former de- 
puty home minister Datuk 
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Umno (Baru) will hold its first an- 
nual meeting in October but its present 
leadership, elected from among its 34 
founding members, will not offer them- 
selves for election to a bigger member- 
ship then. Elections may be called next 
year or even in 1991 if Mahathir asks the 
assembly for a three-year term. Umno 
(Baru) thus has the time to put down 
strong roots among loyal supporters. 

Those who opt to stay out of Umno 
(Baru) will be able to do nothing to get 
Mahathir to face party polls earlier but 
they are determined not to give in to 
pressure to give up their seats en masse. 
They do not rule out the possibility of 
resigning in strategic constituencies at a 
time of their own choosing to test Maha- 
thir’s support in by-elec- 
tions. 

Theoretically, MPs rep- 
resent the National Front, 
not their individual parties, 
in general elections, but 
there is some question over 
what the three “Umno inde- 
pendents" and others will be 
sacked from as they are not, 
as individuals, members of 
the National Front either. 
The National Front is a regis- 
tered society in its own right, 
but individuals join parties 
which are in turn members of 
the coalition, 

"By operation of law, 
Umno members who are not 
[yet] members of Umno 
(Baru) are all indepen- 
dents," explained Radzi. 
"There is no need to drop 
them. Besides the one to de- 








Radzi Sheikh Ahmad and 
Mohamed Tawfik Tun Ismail, who was 
once general manager of the Umno- 
controlled Fleet Group of media and 
other enterprises, have already said 
they will not join Umno (Baru) and will 
hold their seats as independents. 
Razaleigh, those involved in a court 
case which led to Umno being deregis- 
tered and those working against the for- 
mation of Umno (Baru) will not be al- 
lowed to join. 

The split that is being forced in 
the much-espoused ideal of Malay 
unity can be traced back to Razaleigh's 
‘challenging the incumbent Mahathir for 
the Umno presidency in April 1987. 
After a bitter campaign, Mahathir 
won by a narrow 43 out of 1,479 votes 
cast. 

Mahathir almost immediately drop- 





on 10 February to get an Umno 
Malaysia registered in Umno's place. 
But three days later, the registrar of 
societies, an official of the Home Minis- 
try, of which Mahathir is also minister, 
registered Umno (Baru). 


R azaleigh and his supporters have 
not given up and, since then, many 


of the old Umno's estimated 1.4 million | 


members have been swamped by meet- 
the-people gatherings and exhortations 
in a battle for their loyalty. A barrage of 
cases aimed at either reversing the 4 
February decision or putting a stop to 
the further establishment of Umno 
(Baru) is also going through the courts. 
Few will hazard a guess who will come 
out ahead at the end, but Mahathir has 
the advantage of being in power. 





14, 





——— cide on my membership is 
the old Umno, not Umno (Baru).” 
Insiders estimate that about 15 out of 
46 of old Umno's backbenchers in the 
177-seat lower house of parliament will 
remain out of Umno (Baru). Mahathir 
has the loyalty of the ministers and de- 
puty ministers, as they were picked by 
him from among his supporters after the 
Umno elections. There are another six 
MPs whose loyalties either way are not 
clear. Umno had 83 seats in the house. 
But several others who had once al- 
lied themselves to the Razaleigh-Musa 
axis are expected to join the new party 
— among them Musa himself. Ifhe does 
so, it will mark the end of the Razaleigh- 
Musa “Team B” partnership, proving it 
to have been truly no more than an elec- 
toral marriage of convenience. Musa, 
who had earlier said he could not see a 
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Umno — though he did not say which 
Umno — has promised to make an im- 
portant announcement in his home state 
of Johor on 2 June. 

Up to five state assemblymen in each 
of the Peninsular Malaysia states where 
Umno is pet Sica are also expected 
to be expelled from the National Front 
ranks, Umno (Baru) state leaders are 
expected to submit their recommenda- 
tions soon. 

Among the rebel MPs, Shahrir re- 
fuses to join Umno (Baru) because he 
feels that it is not the rmass-oriented 
party of old — one based on Malay 
unity, operating through the consensus 
of all Malay leaders. "Now some are 
excluded," he said. Besides, Mahathir 
had the power to revive Umno but abdi- 
cated on his responsibility and "left us 
all in the lurch,” he added. 

“We tolerated Mahathir's excesses 
because he was our leader and we 
wanted Umno to win the [general] elec- 
tions," Shahrir said. “But when he has 
killed the party, there is no reason for us 
to support him." 


Atore they do not have access to 
the mass media which is govern- 
ment- or Umno-controlled or subser- 
vient to them, Razaleigh’s workers have 
resorted to distributing multiple copies 
of his video-taped speeches. Dubbed 
TV4 — the Umno-controlled station is 
TV3 — it is the only way for them to 
reach into homes since the police will 
not let them address large gatherings. 

In addition, during and im- 
mediately after the fasting month of 
Ramadan, some seven rebel MPs 
travelled around the states, breaking 
fast or celebrating the 17 and 18 May 
festival marking the end of Ramadan 
with supporters and anyone else eager 
to hear their side of the story. 

The message is conveyed ed 
Umno is likened to a much loved, ailing 
mother, explained Tawfik. Along 
comes the stepmother who in the best 
fairy tale traditions, refuses to accept all 
the children into the fold. The punch 
line: if the father is truly a doctor (as 
is Mahathir by training), why does he 
not try to cure the mother? 


To the older Malays especially, the | 
emotional call to revive the Umno of 


1946, the party that fought for indepen- 
dence and Malay dignity, is appealing. 
Out of the 1.4 million claimed members 
of the original Umno, only some 
200,000 have applied to join Umno 
(Baru) to date. 

Mahathir’s rivals find the numbers 
derisory but the membership drive may 
have been inadvertently slowed down. 
In Kelantan, where Razaleigh controls 
an estimated 80% of the grassroots 
members, an Umno (Baru) worker 
boasted that he got 100% returns on ap- 
plication forms issued — but on ques- 
tioning admitted that he only issued 
them to proven loyalists. LE] 


way to fight the Malay cause outside | 











NEW CALEDONIA 


The political fall-out 


French officer says reckless force urged to free hostages 


By Michael Field in Paris 


all-out from the military assault 

which, on the eve of the 8 May 
presidential election, freed the 23 
French hostages seized by indigenous 
Kanak militants in New Caledonia, has 
cast a shadow over the demise of the 
conservative government and the tran- 
sition to socialist rule in France. 

The new defence minister, Jean- 
Pierre Chevènement, has already 
blamed Bernard Pons, the RPR (neo- 
Gaullist) ex-minister for overseas ter- 
ritories, for the bloody dénouement of 
the kidnapping, when 19 Kanaks and 
two gendarmes were killed. Now Pons, 
together with Gen. Jacques Vidal, com- 
mander-in-chief of the armed forces in 
New Caledonia, has been accused by 
Maj. Philippe Legorjus, commander of 
the gendarmerie’s special assault unit, 
of recklessly urging, for political 
reasons, the use of laser guided bombs, 
napalm, defoliants and a 20-mm cannon 
to free the prisoners. 

In a report to his superiors Legorjus 
said Vidal was in favour of “using force 
whatever the consequences” and that 
Pons was against “switching from a poli 
tical to a more humanitarian approach." 
The report clearly implied that the gov- 
ernment of then prime minister and un- 
successful presidential candidate Jac- 
ques Chirac, gave up — prematurely — 
the bargaining option in favour of force. 
The report, leaked to Le Monde news- 
paper, confirmed earlier, similar re- 
ports backed up by other officers. 

Pons attacked the reports as not 
only untrue but ^an offence to his 
honour" since it implied that he wanted 
to use means which would inevitably 
have killed everyone inside the cave 
where the Kanaks were holed up with 
their captives. He said he would sue all 
his accusers for libel, and challenged 
the government to release the full re- 
port. 

Nastier than alleged plans for mili- 
tary overkill is the persistent uncer- 
tainty about the circumstances of the 
deaths of three Kanaks: Alphonse 
Dianou and Wenceslas Lavelloi, lead- 
ing members of the kidnapping group, 
and Waina Amossa, who kept kidnap- 
pers and captives supplied with food. 
Did they die in combat or later of 
wounds, or were they deliberately killed 
or left to die of untended wounds by 
gendarmes infuriated by the deaths of 
their own comrades as alleged by wit- 
nesses, including journalists? 

Legorjus' report throws no light on 
this, though Vidal, in a newspaper inter- 
view, claimed to have seen Dianou after 
the fighting on a stretcher, with a doctor 









giving him a blood transfusion and said 
he died later ata military hospital. But 
lawyers for some of the 29.Kanaks now 
held in Paris jails; charged with a role in 
the affair which b with the murder 
of four gendarmes on 22 April in the 
run-up to territorial electi 
boycotted by the Kan 
clients’ statements ¢ 
witness allegations of 
French administr: 
inquiries are. noto 
sive. Chevénemen 
he does not feel t 
trol the gendarmeri 
sively blamed. The 
therefore, that with so much “honour” 
at stake the full story will never come 
out — except iri the equally partisan ac- 
counts of bereaved Kanak families. 
With a six-man ‘reconciliation mis- 
sion having begun its allotted month of 
















ocities. 

€ and judicial 
sly | inconclu- 
has already said 
| army, who con- 
hould be exclu- 
s a good chance, 









































| Pons and Legorjus: accusations. od 
















research in New Caledonia, Olivier 
Stirn, the new minister for overseas ter- 
ritories, has refrained from comment 
and policy statements — but not before 
he had said enough to annoy Jacques 
Lafleur, the neo-Gaullist deputy in 
Noumea, Sen. Dick Ukeiwe, the lead- 
ing Kanak opponent of independence, 
and their settler supporters, smarting 
i from Chirac’s defeat. Stirn, who held 
the same post from 1974-77, said the is- 
land's "colonial situation" must end, the 
statute redrawing the territory's elec- 
toral boundaries repealed, and agrarian 
and fiscal reform launched. 

But the present approach is provi- 
sional. Policy proper can hardly emerge 
before the general elections of 5 and 12 
June which is expected to pive re- 
elected President Francois Mitterrand 
and his new socialist Prime Minister, 
Michel Rocard, a clear mandate. 
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Strains of success 


` Riot sparked by farmers’ protest reveals deeper unease 


By Shim Jae Hoon in Taipei 


n the afternoon of 20 May, a small | 


but vocal group of farmers from 


Yunlin county, southwest of Taipei, | 


gathered in front of Taiwan’s Legisla- 
tive Yuan, demanding medical insur- 
ance for farmers and their families. 
They also wanted the government to cut 
taxes on fertilisers and increase the 
amount of rice purchased at subsidised 
rates. 

It seemed like just one more of the 
1,400 such protest rallies that have hit 
the capital since the political liberalisa- 
tion following the lifting of martial law 
on 15 July last year. That step removed 
restrictions on political activities im- 
posed since 1949, when the ruling 
< Kuomintang (KMT, or Nationalist) re- 

gime fled here from the mainland. 

The site chosen for the rally was not 
surprising — many protesters in recent 
months have received a sympathetic 
hearing, at least from opposition mem- 
bers in the Legislative Yuan. But this 
time, the reception was very different 
and, though the trigger remains un- 
clear, the demonstration spawned the 
worst rioting in 41 years, pointing to 
a deeper malaise than the agricultural 
grievances ostensibly at stake. 

Two days earlier, President Lee 
Teng-hui, talking with several national 
assemblymen — whose chief duty is to 
meet once every six years to choose a 
head of state — hammered on a theme 
of law and order. Expressing concern 
over recent street marches in general, 

' Lee said the government had worked 
out effective measures to safeguard na- 
tional security and social order. 

If that presaged a tougher police ac- 
tion, it still remains unclear exactly what 
sparked the rioting, which subsequently 
erupted there and in other parts of Tai- 

‘pei on 20 May. Witnesses said dem- 
onstrators suddenly ran amok when 
riot policemen tried to prevent them 
from storming into the legislative 
chamber. When two demonstrators 
seized by the police were dragged in- 
side, the crowds roared. Mobs tore 
down the Legislative Yuan's wooden 
plaque and charged into the police cor- 
dons with wooden staves and, later, 
steel pipes. 

The anti-riot squads, soon augment- 
ed by military police, responded with 
equal fury. Those seized and placed in a 
truck were punched, kicked and lashed 
with poles. At the end of 17 unbroken 
hours of rampage, streets in several 
places of Taipei looked like a battlefield. 

It was arguably the worst rioting in 
Taiwan's history since February 1947, 

| when KMT troops from the mainland 





slaughtered up to 20,000 native Tai- 
wanese rebelling against Nationalist 
rule. However, it was hardly a farmers’ 
riot. Only five of 128 people taken in 
turned out to be farmers, Taipei police 
chief Liao Chao-hsiang said. The rest of 
the farmers presumably cleared out 
early on, soon after the rioting flared. 
The police identified most of the 
rioters as taxi drivers, carpenters and 
steel workers. At least 29 of the 96 dem- 
onstrators arrested showed past crimi- 
nal records, Liao said. A total of 382 
policemen were injured and six hos- 
pitalised, and about 200 civilians were 
estimated to have been hurt. They in- 
cluded 10 journalists, including one 
from the official Central News 


| duce — such as poultry and fruit — has 








further raised farmers" concern here. 

All these factors may have fuelled 
the 20 May incident, but the KMT ap- 
peared to be risking a new danger by as- 
cribing its causes to purely agricultural 
problems. 

The government's response has 
sparked criticism that it is avoiding the 
real issues. Some analysts believe the 
riots were symptomatic of the island's 
general mood of malaise stemming from 
social, economic and political condi- 
tions. Socially, a growing number of 
Taiwan's 5 million industrial workforce 
has recently agitated for free unions 
and better pay. Veterans from the civil 
war have also demonstrated, demand- 
ing redemption of government-issued 
land deeds so that they can make family 
reunion trips to the mainland. 

Under the mood of political relaxa- 
tion, people from all walks of life feel no 
hesitation confronting the government 
with their problems. They are less will- | 
ing to give Lee sufficient time to tackle 











Agency. 

The government may have 
been more embarrassed by the 
participation of at least 15 stu- 
dents, mostly from the prestigi- 
ous National Taiwan University 
(NTU), àn ominous indication 
of campus involvement in poli- 
tics. So far, Taiwan has been 
spared violent student unrest. 
The riot came as a personal 
blow to the president, who once 
taught agricultural economics 
at NTU. 

Apparently fearing a cam- 
pus eruption, the police freed 
all the students. But they held 
for further investigation. two 
members of the opposition 
Democratic Progressive Party 
(DPP) on charges of leading the 
initial stage of the farmers' pro- 
test. In recent weeks, the DPP 
has increased its street activism, 
joining every protest rally. 





Rioting outside KMT headquarters: deeper malaise.” 








It was clear that general dis- 
affection, and not just the agricultural 
issues, were behind the uproar. The gla- 
cial pace at which Lee has approached 
the problem of democratic reforms — in 
particular, the proposed retirement of 
life-term KMT members of the legisla- 
ture — has frustrated the opposition 
and other government critics. 


lso, in Taiwan’s breathless leap from 

a rural economy to industrialisa- 
tion, alienation has deepened for the 
country's 4 million farmers and their de- 
endents, who comprise 20% of popu- 


ation, as their manpower and income | 


have dwindled. As migration from the 
countryside to cities has accelerated to 
the current rate of 20,000 people annu- 
ally, farming has become increasingly 
expensive. US pressure to open up 
Taiwan markets to American farm pro- 








these issues. "[The rioting] has ended his 
political honeymoon," Antonio Chiang, 
Taiwan's leading political journalist, said. 

The temptation to return to martial- 
law control lingers. Press reports said 
that at an emergency meeting of key offi- 
cials chaired by Lee on the day following 
the rioting, some participants mentioned 
using a "partial state of emergency" to 
counter what one described as “urban- 
guerilla" type of fighting with politically 
disaffected protesters. The president was 
said to have brushed the suggestion aside. 

At a 22 May news conference, gov- 
ernment spokesman Shaw Yu-ming, 
explaining how hard Taiwan had 
worked to move from poverty to 
wealth, from martial law to democracy 
said: "These achievements have no pre- 
cedence in several thousand years of 
China's history." 





a 





oo WINE 1688 a FAR FASTERN ECONTIMIE BBR O 


Performance 


is better than promises. 





For a balanced view on portfolio management, 
aiming for maximum growth and return without 
undue risk, contact one of our experienced 


investment specialists. 


UBS - committed to excellence. 






SA Union Bank 
URS of Switzerland 


UBS in Asia and Australia: Hong Kong Branch (13th Floor, Gloucester Tower, 
11 Pedder Street, Hong Kong), Singapore Branch (50 Raffles Place # 38-01, 
Shell Tower, Singapore 0104), Tokyo, Osaka, Bombay, Sydney. UBS worldwide: 
in all important financial centres around the globe. Head Office: Union Bank 
of Switzerland, Bahnhofstrasse 45, CH-8021 Zurich. 


oud 


sty 


Sie. 
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| Besieging the shrine 


- Sikh temple cleared, but terrorists remain 





| By Salamat Ali in New Delhi 


N ew Delhi is jubilant over the success 
:[, 8 Won 18 May of its paramilitary forces 
_ in clearing the Golden Temple of Sikh 
terrorists and militants after a 10-day 
siege which resulted in the death of 
about 50 of the besieged and the surren- 
der of the other 192. Although the siege 
triggered off retaliatory mass killings of 
Hindus in various parts of Punjab state, 
it is considered a major step forward in 
the government's five-year-old war on 
Sikh separatists. But as Punjab's pre- 
mier daily newspaper the Tribune put 
| ity there is still a long battle ahead to 
|. save.the Punjab — where Sikhs are in 
the majority — for India. 
The Golden Temple — the holiest 
Sikh shrine — is centred in a vast com- 
plex of buildings in the Punjabi city of 


Amritsar near the border with Pakistan, | 


which India has alleged trained, shel- 
tered and incited a large number of Sikh 
terrorists, including some of those who 
were in the temple. The latest siege was 
the second time in four years that the 
| shrine came close to destruction, 
though unlike in the Indian military Op- 
eration Blue Star in 1984, this time there 
have been no charges of desecration. 

New Delhi was loath to send its 
forces into the shrine because of a 
feared Sikh backlash — one conse- 
qne of the previous operation was 
the assassination of then prime minis- 
ter, Indira Gandhi, by Sikhs. 

In Operation Blue Star, the Indian 
Army had to use artillery and tanks to 
wipe out the hard-core militants. In the 
process it almost destroyed Akal Takht 
— the highest seat of Sikh temporal au- 
thority. The Akal Takht is still under re- 
construction and the fallout from Oper- 
ation Blue Star still in evidence in the 
long-continuing state of terrorism in 
Punjab, and occasionally also in adjoin- 
ing Haryana state and New Delhi. Blue 
Star had resulted also in isolated cases 
of mutiny by Sikh soldiers. 

The temple is surrounded by a 
thickly populated warren of houses and 
shops with a maze of roads, lanes and 
extremely narrow alleys, with 29 major 
entrances to the complex and other 
minor entry points. This periphery sur- 
rounds a nucleus which is the sanctum 
sanctorum, consisting of a huge water 
tank; the Golden Temple proper, con- 
nected by a causeway to a surrounding 
path on which pilgrims circumambulate 
as part of the pilgrimage rituals, and the 

-adjacent Akal Takht. This nucleus is 
considered a sanctuary which govern- 
ment forces may not enter without defil- 
ing its sanctity. 

The commandos' first notable suc- 
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legislators and several 





cess was on 15 May when 146 of the be- 
sieged, including 16 women and 12 
children, made use of a ceasefire to sur- 
render. But they told the security forces 
that 46 militants had gone into the 
Golden Temple itself and would resist. 


| Against the holed-up militants’ rifles, 


the security forces used heavy and light 
machine guns, mortars, bazookas, roc- 
kets and grenades. The surrender came 
four days later. There was little option 
— food and water inside the temple was 
exhausted. 

During the siege, the state's Sikh 
politicians were divided on predic- 
table lines. A number were detain- 
ed for violating the curfew and at- 
tempting to force en- , 





gradually moving out of some of the 
rural areas where the pressure is the 
greatest. It is generally understood by 
the Hindu community that any ex- 
change of Hindu and Sikh population 
between Punjab and other Indian states 
would help the terrorists’ aims. 

In its effort to find à peaceful solu- 
tion to the Punjab crisis, New Delhi had 
earlier freed 40 of the 405 militants im- 
prisoned after Blue Star. Those re- 


ed with suspicion and facing the pros- 


pect of the same ignominous rejection. 


by Sikh militants suffered by his pre- 
decessors. The latest crackdown came 
when it became clear Rode was unable 





try to the temple, in- 
cluding leaders of the 
Akali Dal — the com- 
munal political party of 
Sikhs that ruled Punjab 
until about a year ago 
when its government 
was dismissed by New 
Delhi. Among these 
were two former Akali 
Dal chief ministers, 
Prakash Singh Badal 
and Surjeet Singh Bar- 
nala, several former 
Akali ministers and 


hundred party workers. 
Also detained on the 
same grounds were high 
priests of the Golden 





ai 


Police guard Sikhs who surrendered from the Golden Temple. 































Temple. 

New Delhi is delighted that its sec- 
urity forces cleared out the complex 
without damaging or entering the tem- 
ple itself and suffering only three non- 
fatal injuries. The ruling Congress party 
government received full endorsement 
from the mainstream national opposi- 


tion parties in the operation. 
Hoes hardliners like United 
Akali Dal leader Ujjagar Singh Sek- 
wan, argue that the entire operation was 
stage-managed by government agents 
who had infiltrated in large numbers 
among the militants in the temple. He 
believes that the show of strength and 
subsequent surrender was an election 
stunt before the forthcoming by-elec- 
tions of 11 state legislatures and seven 
parliamentary constituencies. 

The biggest relief for New Delhi has 
been its success in preventing a Hindu 
backlash against the Sikhs outside Pun- 
jab. The government is also pleased that 
there has been no mass exodus of Hin- 
dus from Punjab, though they are 


to control the various militants using the 


temple as a base for terrorist operations. 


in support of their goal for Khalistan ~ 
an independent Sikh homeland. 

Infuriated by the crackdown, Sikh 
terrorists in Punjab stepped Bi their at- 
tacks on Hindus during the last three 
days of the siege, killing 45 on one day 
and 17 and 35 on the subsequent days. 
While three hard-core terrorists com- 
mitted suicide during the siege, some 
others managed to escape and, dis- 
persed throughout the Punjab, pose a 
menacing threat to the government. 

As the Tribune put it in a front-page 
editorial on 19 May: “Gruesome fnci- 
dents elsewhere in the state are a 
pointer that the Golden Temple opera- 
tion is but a small part of the engulfing 
crisis — while a sizeable number of ter- 
rorists have indeed been killed or ap- 
prehended, the number of terrorist vic- 
tims indicates a strike-power that is sti 


awesome." The long-term objective of | 


rooting out terrorism from the state may 
take years to accomplish. 
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| tions, Pakistan's US-made F16 fighters 


China’s bargain sale: 
bangs for a buck 


By Tai Ming Cheung 

zc! China's sale of “East 
Wind" intermediate- 
range ballistic missiles 
(RBM) to Saudi 
Arabia has sent rip- 
ples of alarm back 
across South Asia — 
raising some fears that 
it could provoke a new and potentially 
more deadly phase of the India-Pakistan 
arms race. A reported agreement to li- 
cense Argentinian production of similar 
missiles capable of hitting the Falkland 
Islands is likewise causing alarm in Lon- 
don. 

Formerly the preserye of the big pow- 
ers, the sophisticated “power-projec- 
tion” weaponry is now accessible to the 
rising Third World middle powers. 

Indian military-affairs commentators 
have pointed out that Chinese-built mis- 
siles based on the Arabian peninsula’s 
eastern seaboard have a large part of 
India’s west coast within their range and 
are thus, it is claimed, as much a threat 
to India as to Iran, against which the 
Saudis have deployed them. During 
talks in April with Indian leaders, US 
Defence Secretary Frank Carlucci was 





The Third World race 
for ballistic missiles 


By Nayan Chanda in Washington 
Pewee: is growing in Western 

capitals that, with a proliferation of 
missiles and chemical weapons 
worldwide, an Armageddon may be in 
the making in West and South Asia. 

While there has been an overall de- 
cline in the volume of the international 
arms trade — due to the declining finan- 
cial resources of major importers, a re- 
duced capacity of some Third World 
countries to absorb more arms and 
technological advances in others which 
have made these countries more self- 
sufficient — the competition for what 
markets remain is cut-throat. 

One of the most striking develop- 
ments in recent years has been the 
emergence of China as the world’s 
fourth-largest arms exporter to the 
Third World, with most Chinese 
weapons finding their way to the Middle 
East and South Asia. A recent study, 
conducted by the US Congressional Re- 
search Service (CRS) and based on US 
intelligence data, asserts that Peking 








told of New Delhi’s worry. Carlucci said 
Washington shared the concern but had 
been told both by the Chinese and Saudis 
that the missiles did not carry nuclear 
warheads. 

India itself does not have a policy of 
importing surface-to-surface missiles, 
though it has alleged that the Chinese 
have based such missiles in Tibet for 
years. It has been developing its own 
IRBM, the 250-km range Prithvi, which 
was test-fired successfully earlier this 
year and has been put into production. 
As India has already launched its own 
satellites, its capacity to extend the 
Prithvi's range is not doubted. 

Sources in Islamabad say Pakistan is 
quietly engaged in its own missile pro- 
gramme and is also discuss- 
ing acquisition of missiles 
from China, though what 
kind is not clear. Military 
sources said Pakistan's 
rocketry lags far behind 
the Indian Prithvi, and its 
forces are thus reliant on 
aircraft for delivery of any 
nuclear warheads it may 
develop. With modifica- 





relies overwhelmingly 
on arms sales to these 
areas to support its arms 
industry and its own mili- 
tary-modernisation pro- 


gramme. 

In 1980-83, China sent 
84% of its arms exports to 
the Middle East and South 





| to Pakistan is a routine matter and can 
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could deliver nuclear weapons and pre- 
sent a serious threat to India. 

Pakistani officials are concerned that 
the Chinese missile transfer to the Saudis 
will be used as an excuse by India to 
speed up development of the Prithvi or to 
acquire new Soviet missiles as an interim 
measure. Given Pakistan's close mili- 
tary ties with Riyadh, India has often ar- 
gued in the past that transfer of military 
technology and training from Gulf states 


threaten India's security. However, In- 
dian officials in New Delhi said they were 
not aware of the Chinese passing on to 
Pakistan any nuclear-capable missile or 
even its Silkworm anti-ship missile. 
Western military experts would not 
rule out Chinese help for the Pakistani 
rocket programme. It has been widely 
alleged that China shared nuclear-test 
data with Pakistan and verified Pakis- 
tan's design of a nuclear bomb — possi- 
bly as a quid pro quo for unauthorised 
transfer of Sidewinder air-to-air missiles 
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weapons use by Iraq. 





Asia. In the following four 
years, Peking’s arms exports to the 
region reached 95% of the total. 
US administration sources told the 
REVIEW they estimate that 25% 
of China’s earnings from arms sales 
abroad — which totalled US$11 billion 
in 1980-87 — was spent by its own 
People’s Liberation Army for arms pro- 
curement. 

China’s most dramatic and auda- 
cious move as a major international 
arms trader was its recent sale of CSS2 
intermediate-range ballistic missiles 
(IRBMs) to Saudi Arabia. The sale 
highlighted a growing trend among 


Third World countries to purchase mis- 
siles — one of the most significant deve- 
lopments in the arms-trade industry. 

In 1985, 76 countries boasted crew- 
served missiles in their arsenals com- 
pared with only 28 in 1970. Particularly 
disturbing has been the sale to the Third 
World of surface-to-surface missiles, 
such as the Soviet Union’s Scud-B and 
SS12, and surface-to-ship missiles, such 
as the Chinese Silkworm. 

Iran began using long-range missiles 
in 1985 against Iraqi and related targets, 
and stepped up their use in 1986-87 in 
response to Iraqi air raids on Iranian 
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2 Chinese-designed fighter. 





more than token strikes. 


from Brazil, which has a 


FAR EASTERN ECONOMIC REVIEW v 2 JUNE 1988 


supplied to Pakistan by the US. The two 
countries are already very close col- 
laborators on military-aircraft produc- 


tion, with Pakistan manufacturing a 


The Chinese missile sale to Riyadh 
was a mixture of commercial and dip- 
lomatic opportunism, backed by a 
longstanding and now highly convenient 


| philosophical suspicion of non-prolifera- 


tion regimes. Winning massive hard- 
currency earnings and a possible even- 
tual transfer of recognition from Taiwan 
by the key Arab nation in one swoop 
were doubtless the Chinese motives. 


T5 Saudi motives are less easy to 
fathom. If the missiles carry conven- 
tional explosives, as the Saudis and 
Chinese insist, they are an uncertain de- 
terrent to Saudi Arabia's two enemies in 
the region, Iran and Israel, with neither 
the explosive power nor accuracy for 
Nor have they 
been acquired in enough numbers yet for 
use as a terror weapon in a “war of the 
cities" to wear down an opponent. 

Several Western analysts worry 
about possible temptations to add a real 
deterrent warhead — either a nuclear 
device, or a chemical bomb (“the poor 
man’s nuke”) of the kind delivered by 
aircraft, shell and short-range rocket 
with such ghastly effect already in the 
Iran-Iraq war — or at least to maintain 
uncertainty about the warheads, which 
could be almost as destabilising. 

Buying ballistic missiles and their 
ground-support systems at nearly 
US$100 million each might seem an ex- 


economic and civilian targets. Earlier 
this year, Iraq began launching SS12s, 
carrying. 2,000-Ib conventional high- 
explosive warheads, against Iranian 
cities. In the three months since the be- 
ginning of the Iran-Iraq “war of the 
cities,” some 140-150 missiles have hit 
Teheran alone, a Swedish official esti- 
mates. The death toll from these attacks 
is estimated at 1-2,000 people. 


TA Soviet Union has confirmed 
sales to Iraq of its short-range (about 
280 km) Scud-B missiles. It is believed 
Iraq has about 300 Scud-Bs in its arsen- 
al. Unconfirmed reports suggest that 
the Soviets have also supplied Iraq with 
its longer-range (800 km) SS12s. The 
Iranians have bought Scud-Bs from 
Libya, Syria, North Korea and China. 
Iraq has boosted the range of its 
Scud-Bs to about 550 km, which enables 
them to reach Teheran from Iraqi bor- 
der areas. An analyst at the Stockholm 


International Peace Research Institute. 


(SIPRI) believes that the 


technol 
used to boost the missile’s car 


Ta 


search programme funded b: 

On 18 March, a US 
ment spokesman said th 
tion of Chinese IRBM 
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pensive way of delivering a conventional 
punch, compared with the US$30 mil- 
lion or so for a reusable strike aircraft. 
But military experts say that is not neces- 
sarily the case. Taking into account the 
cost of personnel and support over the 
life of alternative weapons systems, the 
rocket may be a bargain. 

The trend of aerial-warfare techno- 


| logy is increasingly on the side of de- 


fence. It takes only one rocket to pene- 


trate an enemy’s defences, while even | 


several squadrons of aircraft may not, as 
demonstrated by the failure of Iranian 
aircraft attacks on Iraqi cities. 

With improvements in accu- 
racy — rising middle-industrial 
countries, such as Brazil, are al- 
ready showing their willingness to 
assist others in refining rocket 
technology for the right price — a 
conventionally armed ballistic 
missile can become a usable 
weapon even in a limited war, say 
to destroy key installations or de- 
liver a face-losing “lesson” to an 
opposing government. 

Given Washington’s abandon- 
ment of many of its own controls 
on arms transfers, the enthusiastic 
arms salesmanship of its British, 
French, West German and Italian 
Nato allies, and the blind eye the 
US turns to Israel’s and Taiwan’s 
missile programmes, its denuncia- 
tions of Chinese “irresponsibility” 
have a somewhat hollow ring. 

China has given guarantees 
that it will not transfer nuclear 
weapons or the technology to make 





of a disturbing regional trend in 
surface-to-surface missile prolif- 
eration. The sum total of that pro- 
liferation is a degradation of the 
security of all states in the re- 
gion." Asked why the US has not 
expressed similar concerns over 
Israeli Jericho I and Jericho II 
missiles, the spokesman said he 
would not make comparisons 
other than saying the US is con- 
cerned about proliferation. of 
surface-to-surface missiles 
throughout the region and has 
"urged restraint on everyone." 
US intelligence learned that 
China had delivered the mis- 
siles to Saudi Arabiaon the eve 
of an official visit to Wash- 
ington of then Chinese 
foreign minister Wu Xueqian 
in early March. “We were just 
stunned,” recalled a US offi- 
ii we could not believe it 
true." Confronted by 
Richard Murphy, US assis- 
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them to other countries and it shows a z 
sign of backing away from that position. 
But letting go a delivery system may be 
almost as bad. After all, the intermedi- 
ate-range nuclear force ban being con- 
cluded between Moscow and Washing- 
ton is about scrapping delivery vehicles. 
As well as India, Taiwan has been 
testing its own ballistic missile, the 
Skyhorse. Not coincidentally, both 
countries have recently been the subject 
of press reports in Washington — appa- 
rently inspired by US military intelli- 
gence sources —. about progress in 
covert nuclear-weapons program- 

mes. EN 
Acquisition of missiles by some 
states increases pressures on 
“have-not” states to acquire them, 
and a domino-effect from the mis- 
sile arms race in the Middle East, 
or from China or Taiwan, is con- 
ceivable. Included in the spread 
could be less stable or “immature” 
regimes. By the nature of the 
weapon, one line of military 
thought contends, missiles tend to 
concentrate power af the centre, A 
threatened regime could thus 
more easily initiate a devastating 
response. m 

Proliferation comes also from’ 

transfer of equipment. The thou- 
sands of short- and medium-range 
missiles being retired from the 
Nato and Soviet inventories, said 
a Strategic specialist, “may follow 
the path so common to obsolescent 
arms and find their way into Third 
World arsenals.” a 


| 


was said to have told Murphy that 
China had modified the missiles 
to carry large conventional 
warheads and that this had re- 
duced their normal range of 
2,740-3,540 km, which would 
have enabled them to reach 
Tel Aviv, Teheran and south- 
ern areas of the Soviet 
Union. 

On 12 March, Saudi King 
Fahd wrote a letter to President 
Reagan assuring him that the 
missiles were not intended to 












































carry nuclear warheads. China too has 
given verbal assurance to the US that it 
will not export nuclear weapons to any 
government. Washington says it accepts 
the assurances. 

Analysts note that the CSS2 was 
originally designed to carry a nuclear 
warhead. For this weapons system to 

rovide a defensive deterrent, the ana- 
ysts assert, it would need to be armed 
with nuclear or chemical warheads cap- 
able of producing mass casualties — 
something a conventional, high-explo- 
sive warhead cannot do. 

One SIPRI analyst said: “It does not 
make much sense for the Saudis to pay 
an enormous sum to obtain those mis- 
siles if they are only to deliver a small 
conventional warhead. Chemical war- 
heads, of course, could make them 
very devastating." The analyst con- 
ceded, however, that uncertainty over 
just what kind of warheads such missiles 
might carry could in itself act as a defen- 
sive deterrent. 

Privately, US officials view Peking's 
and Riyadh's nuclear-warheads pledge 
with scepticism. “Warheads can be 
changed in a matter of hours. What real- 
ly matters is the delivery system," a US 
Official said. He pointed out that it is 
Benq: for this reason that the US- 

oviet Intermediate Nuclear Force 
Treaty calls for the destruction of mis- 
sile systems as well as nuclear warheads. 


Reagan administration official told 

the REVIEW that though the US 
does not want to link Chinese arms sales 
with its own technology transfers to 
China, *I must say that the Chinese sale 
of IRBMs to Saudi Arabia will have an 
effect on US-China relations. China ap- 
pears as a rogue elephant in the arms 
market, ready to sell anything for 
money." The Chinese sale has reignited 
debate within the US administration 
over just how far Washington should go 
in accommodating Peking as a partner 
in its overall anti-Soviet strategy. 

The question that officials and arms- 
control experts in many countries are 
pondering is, what comes next? US offi- 
cials say that during US Defence Secre- 
tary Frank Carluccr's recent visit to New 
Delhi, Indian officials expressed grave 
concern over the Chinese IRBM sales to 
Saudi Arabia because of Riyadh's close 
links with Pakistan which, according to 
a senior US official, "is on the 
threshold" of becoming a nuclear- 
weapons state. 

US officials are also worried that 
China might sell surface-to-surface mis- 
siles to Pakistan — an ally and neigh- 
bour — and, by doing so, add a danger- 
ous new dimension to the Subconti- 
nent's own arms race. "I have not seen 
any evidence [of such sales] yet, but 
that's my worst fear," said one US offi- 
cial. In separate interviews, other offi- 
cials here voiced similar concerns. 

One administration official said 
China could use the same argument, 
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however flawed, it used to defend the 
Saudi sale — that non-nuclear missiles 
enhance peace and stability — to justify 
such sales to Pakistan. The fact that in 
February, India successfully test-fired 
its own surface-to-surface Prithvi mis- 
sile, with a reported range of 250 km, 
might also provide Peking with an ex- 
cuse to sell missiles to Islamabad. 

In April 1987, the US and its six 
major economic partners agreed on à 
missile-technology control regime — by 
way of a policy commitment outside 
their international treaty obligations — 
which bars exports of ballistic-or cruise- 
missile systems capable of delivering 
more than a 500-kg payload at a range of 
more than 300 km. However, as the 
Chinese and Soviet missile sales to the 
Middle East indicate, the control re- 
gime is of limited value without the par- 
ticipation of Peking and Moscow. A US 
State Department spokesman said: "In 
the case of the Chinese, we have ap- 
proached them on several occasions 
about discussing it, but we really 

c 





ligence says the Iranians have used 
chemical-laden artillery shells in the 
war. The carnage at Halabja has re-fo- 
cused world attention on the use of 
chemical agents as cheap weapons of 
mass slaughter — or the “poor man’s 
nuclear weapon.” 


D a 1925 international ban on 
chemical weapons, the number of 
countries with chemical warfare-develop- 
ment programmes has increased from 
seven in 1972 to 20 today. Given the 
simple technology required to make 
these weapons, this number could 
quickly expand. Any country capable of 
building a pesticide, petrochemical or 
detergent factory would be capable of 
building a facility to produce chemical 
weapons. 

A US State Department spokesman 
said: "There is evidence that both Iran 
and Iraq are attempting to stockpile 
chemical weapons, and we have worked 
to deny both countries access to chemi- 
cal weapons precursors and the means 
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Gandhi and Carlucci in New Delhi: grave concern expressed over China's missile sales. 








haven't had any response to these invi- 
tations." 

A senior Reagan administration offi- 
cial said: "China has acted irresponsibly 
on several counts, the most serious of 
which is to introduce these missiles into 
a volatile area and at a time when the 
antagonists [Iran and Iraq] seem to be 
acting with no holds barred, using 
chemical weapons against the civilian 
population." 

Iraq has been using chemical 
weapons against lran since 1984. In 
March, according to Iran, a single Iraqi 
chemical attack on the Iran-occupied 
village of Halabja killed 5,000 people 
and injured an equal number of others. 
Iraq is believed to have used World War 
I-type mustard gas and the more dead- 
ly hydrogen-cyanide gas. US intel- 
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to manufacture chemical weapons." 
But implementation has proved dif- 
ficult, as many chemical weapons ingre- 
dients are also used to make pesticides. 

Another danger looms in the in- 
creasing efforts of a growing number 
of countries to develop biological 
weapons. In 1972, only four countries 
had biological weapons-development 
programmes. Today, US intelligence 
sources estimate, at least 10 countries 
are believed to have such programmes. 

Some of these countries, a Pentagon 
official told a recent US congressional 
hearing, are signatories to the interna- 
tional Biological Weapons Convention 
of 1972, which proscribes such program- 
mes. While the official would not say 
whether such US allies as Israel were on 
the list, he noted that some of these 
countries are in the Middle East and 
some are on à list of countries Washing- 
ton says supports terrorism. The US 
State Department's list of countries al- 
a supporting terrorism includes 
Libya, Iran, Cuba, South Yemen, Syria 
and North Korea. 
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Proliferation is good, and 
there’s money in it too 


Silkworm and East 
Wind ballistic missile 
sales to Iran and 
Saudi Arabia are the 
latest and — most 
dramatic examples of 
China's flourishing 
P Bie arms exports to the 
Middle t. A thirst for arms in the 
Gulf region, coupled with Chinese 
needs for foreign currency and expand- 
ing strategic and political ambitions, 
have led to Peking's emergence as a 
major supplier of increasingly sophisti- 
cated weapons systems to the area. 

The region accounts for the vast 
majority of China's arms shipments, 
which primarily go to Iran and Iraq, 
and, of late, Saudi Arabia. This situa- 
tion is likely to continue over the next 
few years, despite determined interna- 
tional efforts to cut the flow. 

States in the Middle East spend a 
bigger percentage of their national 
budgets on defence than other coun- 
tries, totalling more than US$63 billion 
in 1986. Arms imports accounted for 
more than US$34 billion in the same 
year, though spending on arms has de- 
clined recently because of falling oil rev- 
enues and increasing debt problems. 

In money terms, China is the fifth- 
largest seller of military equipment in 
the world, though as one Western mili- 
tary source said: "Money aggregates 
give a distorted view, because they 
cover everything from bombers to boot- 
laces. Also, as Chinese equipment tends 
to be significantly cheaper than similar 
Western systems, it does not provide a 
good comparison as to the actual 
amount of arms flowing in." The 
Chinese T59 Main Battle Tank, for 
example, costs US$250,000 each as 
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compared with US$2 million for the 
similar, latest US-made M1 tank. 
China’s other traditional markets — 
Sub-Saharan Africa and a number of 
communist regimes — have cut back on 
purchases, as a result of, among other 
reasons, the drastic pruning of Chinese 
foreign military assistance and strategic 
realignments, which have seen North 
Korea, once the No. 1 recipient of 
Chinese arms, turn more to the Soviets. 
Although attention has begun to focus 
elsewhere, especially Thailand and, to a 
lesser extent, Latin America, the Mid- 
dle East remains China's major market. 
The focus of international attention 
on China's activities has been on the 
sale of East Wind-3 (CSS-2) inter- 
mediate-range ballistic missiles to Saudi 
Arabia, and Iran's acquisition of HY-2 
Silkworm and the more deadly C-801 
anti-ship missiles, which Peking has con- 
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allocations for the military — which de- 
clined as a proportion of the national 
budget in real terms from 17.5% in 1979 
to 8.296 this year — if only because 
planners realise that modern weapons 
systems are one of the few viable means 
by which China can earn foreign cur- 
rency, as well as modernising its na- 
tional defence. Arms exports receive 
priority over the country's own needs, 
and some systems sold abroad have yet 
to find their way into Chinese military 
service. 


pans views Western criticisms of 
its continued arms sales policy to 
Iraq and Iran as especially duplicitous, 
given that Middle Eastern arsenals are 
bulging with Western armaments, and 
feels it is being made a scapegoat. 
“Whenever China sells weapons it 
makes news,” said the outgoing Chinese 


| foreign minister Wu Xueqian in early 


April. “[But] how about the weapons 
flying around the Persian Gulf region... 
the [US] Stinger and the [French] 
Exocet? These are not Chinese wea- 
pons. Why is it some people always 
harass China with this so-called issue?” 

Chinese policymakers, in other 
words, believe that the West’s past, and 
continuing, arming of states in the Mid- 
dle East is a root cause of the region’s 
current instability, and that present ef- 
forts to halt the flow of arms, concen- 
trated in the UN Resolution 598 on a 
total arms embargo to Iran, do little to 
solve a problem of the West’s own crea- 
tion. Chinese analysts believe the arms 
embargo to be a mistake because it does 
not address the real causes of the Iran- 
Iraq conflict. 

Moreover, Peking believes a further 
inflow of arms may hold the best solu- 
tion for containing instability, given the 
current minimal prospects for any sort 
of a negotiated peace settlement be- 
tween Iran and Iraq. The logic is that a 














sistently denied. Chinese transfers have, | 
however, been much broader,extending | ^ ,- 


to over half a dozen states in the region. 
The emphasis in the cut-throat Mid- 


dle Eastern arms bazaar is on expensive | 


hi-tech, state-of-the-art systems, which 
will mean some readjustment 
Chinese 
have so far concentrated on producing 
simple, relatively inexpensive and rug- 
ged systems, which are more suitable 
for less-developed countries. Although 
the Chinese will not be able to compete 
in technological terms with the Soviets, 
Americans, French or British, it has to 
at least keep up with the rapid changes 
in weapons development to remain at- 
tractive to potential customers. 

While no official figures are given, it 
is likely that China’s spending on de- 
fence research and development has not 
suffered to the same extent as defence 


for |- 
arms manufacturers. They |. 
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balance of forces on both 
sides will ensure a military 
Stalemate, and the nine in- 
conclusive years that the 
Iran-Iraq war has dragged on 
Supports this argument. In 
addition, China’s record of 
selling to Iran and Iraq re- 
flects its attempt to gain the 
best possible deal from the 
Situation — remaining in 
favour with both Baghdad 
and Teheran while still mak- 
ing money. 

The controversial Saudi 
missiles sale is also, Wu said, 
“conducive to [the] stability 
of the situation in the Middle 
East.” But to Western ana- 
inm like Francois Heisbourg, 

irector of the Internation- 
al Institute for Strategic 
Studies, the sale represents *a quantum 
leap in performance," giving Riyadh a 
deterrence capability against Soviet- 
made Iranian ballistic missiles. More- 
over, it is a heavy blow to an em- 
bargo on the export of longer-range bal- 
listic missiles established last year by 
major Western countries. 

The Saudi model of the East Wind- 
3 is equipped with only non-nuclear 
warheads and has an estimated range of 
2,400-3,600 km. The nuclear version 
forms the backbone of China's own nu- 
clear strategic deterrence, with an esti- 
mated 60 in service, and an ability to 
add five to 10 annually. 

No details of costs or numbers traded 
have been revealed, though some re- 
ports indicate about 12 East Winds were 
sold, with the Saudis expected to pay in 
total US$3-3.5 billion. The money 
Riyadh was able to offer is believed to 
have been the main enticement, espe- 
cially with the prospects of a cut-off in 
sales to Iran as a result of the UN em- 
bargo, and the consequent loss of a 





volved in selling missiles to Iran). But 
they are seriously marketing a range 
of equipment at international exhibi- 
tions, including nuclear submarines, 
neutron reactors, space rockets/ballis- 
tic missiles, Silkworm anti-ship mis- 
reina warships, fighter aircraft and 
tanks. 


To coordinate activities and re- 
sources, the companies — excluding 
Poly Technologies — come under a 
larger bureaucratic entity, the New 
Era group, which has been responsi- 
ble for promoting their international 
profiles through events such as 
China's first international arms fair, 
Asiandex '86. 

The most prominent of these com- 
panies is Norinco (China North indus- 
tries Corp.), the trading arm of the 
Ministry of Machine Building — pre- 
viously the Ordinance Ministry — 

























Wu acknowledges weapon sales to Iran. 








Analysts say that the 
Chinese believe a treaty to 
ban chemical weapons is a 
more attainable goal than an 
agreement on nuclear or con- 
ventional arms. It has there- 
fore been active in helping to 
ush through a convention 
ased on the 1925 Geneva 
Protocols to comprehen- 
sively ban the development, 
production, stockpiling, ac- 
quisition, transfer and use of 
chemical warfare agents, and 
the destruction of existing 
production facilities, includ- 
ing dual-purpose plants. 
However, the Saudi mis- 
sile deal shows to what extent 
Peking is willing to sell, if the 
price and the conditions are 





major source of revenue. US officials 
estimate China earned US$1 billion 
from Iran’s purchase of weapons in 
1987, amounting to about half of 
China’s total arms sales. 

Wu’s view that proliferation rein- 
forces rather than undermines stability 
is in line with previous Chinese thinking 
on the issue. China has long refused 
to sign the Non-Proliferation Treaty 
(NPT), viewing it as perpetuating the 
Soviet-US nuclear dominance and pre- 
venting states from developing their 
own military responses. China has, 
however, af! ione that it will not pass 
on its nuclear knowledge for military 





use to other states. 


Ps has tended to be more con- 
structive in advocating the banning 
of chemical weapons, and has con- 
demned its use in the Iran-Iraq War, 
though it has recently been accused in 
Middle Eastern news reports, denied by 
China, of selling chemical weapons to 
both participants. 


— : 


which sells among many industrial pro- 
ducts, armoured fighting vehicles, ar- 
tillery, smallarms, ammunition, and nu- 
clear, biological and chemical protec- 
tive clothing and systems. Norinco has 
an extensive production base, which 
according to officials, includes “hun- 
dreds of factories and dozens of re- 
search institutes and universities." It 
has exported to over 30 countries. 
CPMIEC (China Precision Ma- 
chinery Import and Export Corp.), 
which along with the Great Wall Corp. 
is the commercial representative of the 
Ministry of Astronautics, has been 
primarily responsible for selling the 
Silkworm, C801 and other types of 
missiles abroad. At Asiandex '86, it 
also showed off Long March 3 inter- 
continental ballistic missiles, and the 
civilian version of the East Wind—3 sold 
to Saudi Arabia. — Tai Ming Cheung 
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right — even to an avowedly 
anti-communist state with which it has 
no formal relations. Indeed, Saudi 
Arabia is one of just three major coun- 
tries which have full diplomatic rela- 
tions with Taiwan, and the deal has 
aroused considerable concern in 
Taipei. 

u said that the missile deal was in- 
tended as a sweetener for Riyadh to rec- 
ognise Peking. “We want to see the ear- 
liest possible establishment of diploma- 
tic relations with Saudi Arabia," he 
said. The Chinese willingness to sell to 
the Saudis is likely to reflect favourably 
on Peking, especially when contrasted 
with the refusal of its close ally, the US, 
to sell Lance missiles or additional F15 
fighters. 

China's ability to deliver without the 
obstacle of facing any equivalent form 
of congressional-like approval will go a 
long way to enticing other states, such as 
Jordan which was denied US Stinger 
missiles recently, and Kuwait, which 
last year asked Peking to send warships 
to help in the protection of shipping 
lanes in the Gulf, to buy from the 
Chinese. 

The Saudi deal also represents “one 
of the first opportunities for Peking to 
gain influence in the Middle East," said 
one Western diplomat. "Its strategic 
aims in the region are significant," he 
added, "because the Middle East is con- 
tingent to Chinese interests. China is as 
[prosraphicaliy] close to the Middle 

ast as the other major powers, and has 
a sizeable Muslim population. 

“China wants to be recognised as a 
major power, which requires it to ac- 
quire economic and military influence 
internationally to help advance its po- 
litical position,” the diplomat said. 
Chinese analysts regard the Middle 
East, and in particular the Gulf, as 
“vital to the general issues of war and 
peace, which also affects China,” said 
one source. This means, therefore, that 
Chinese planners are increasingly an- 
xious to be involved in issues from 
which they have previously been 
excluded, — Tai Ming Cheung 
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Taiwan-made ground-to-ground missiles; testing new ground-to-air missiles. 








Chinese missile sales shake 
Taiwan's diplomatic ties 


By Shim Jae Hoon in Taipei 

Taiwan officials had 
noted the more fre- 
quent appearances of 





agents representing 
Norinco, the China 
S- | North Industries 
Corp. — trading arm 


LH of the Ministry of 


Building, China's chief arms 


Machine 
producer — at major arms fairs and air 
shows round the world. Even so, the be- 
lated discovery of China's sale of East 
Wind medium-range missiles to Saudi 


Arabia astonished Taiwan, the sur- 
prise element being the audacity of the 
deal. 

"We noticed something funny going 
on between China and Saudi Arabia 
two years ago," said an industry source. 
Saudis in the "hundreds" were observed 
visiting China, without telling Taipei, 
with which Riyadh has diplomatic rela- 
tions. When Taipei protested, more out 
of anxiety than outrage — Saudi Arabia 
is one of just three major countries that 
have full relations with Taiwan — 
Riyadh replied: "They are going for re- 
ligious purposes." That implied the 
Saudis were visiting Chinese Muslims in 
China's northwest region, an unlikely 
show of fellowship. 

The Saudi deal shocked Taiwan for 
two reasons. China had made a bold in- 
road into a country with which Taiwan 
has had a strong diplomatic relation- 
ship. And Peking had handed over 
medium-range missiles capable of hit- 
ting Israel, from which Taipei as well as 
Peking have bought certain hi-tech mili- 
tary equipment. 

As to the reasons for China's arms 
export success, Taipei military industry 





experts allege that Peking's arms sales- 
men have no inhibitions about provid- 
ing commissions to foreign military pro- 
curement officials. "When it comes to 
selling arms, China can be more 
capitalist than anyone else," says a pri- 
vate analyst here. "They're more ag- 
gressive than us, more capitalistic than 
us, even more bureaucratic than us," he 
said. 

While the need for foreign currency 
represents the chief driving force for 
China's arms sales, Peking's choice of 
its markets simultaneously “sabotages” 
the extremely short list of countries with 
which Taipei has diplomatic relations. 
Taiwan is recognised as the Republic of 
China by 22 countries including small 
Pacific island states and Latin American 
countries. China's military sales inroads 
into Saudi Arabia and Chile indicated 
Peking's additional political aim, ana- 
lysts said. 


pocket own military development 
programme involves the commitment 
of about US$6 billion spread over a 10- 
year period up to the early 1990s (the 
precise dates are top secret). Three key 
areas are involved in the upgrading of its 
defence capabilities — modernisation 
of the navy, development of “indigen- 
ous" fighter aircraft for the air force, 
and the production of various short- 
range missiles. 

udging from missile and aircraft de- 
velopments, Taiwan has unquestiona- 
bly emerged as a major high-technology 
source in East Asia. Foreigners have 
been impressed by the level of sophisti- 
cation that the Chungshan Institute of 
Science and Technology (CIST — the 








chief defence research and develop- 
ment institute in Taiwan) has achieved 
over the years. 

However, Taiwan may also have a 
secret strategic weapons programme. In 
March, Taiwan shook under the impact 
of the news that one of four deputy di- 
rectors of CIST's Nuclear Energy Re- 
search Institute, Col Chang Hsien-yi, 
had defected to the US with confidential 
information on a nuclear-weapons plan. 
The disappearance of Chang (a native 
Taiwanese as distinct from the main- 
land-rooted elites running government 
and sensitive military posts) occurred 
shortly after the US had reportedly “or- 
dered" Taiwan to "stop development" 
of nuclear weapons. Nuclear scientist 
Chang has since been located in Wash- 
ington, following unconfirmed reports 
that he had spied for the CIA. 

In March, Washington reports said 
Taiwan was developing a missile called 
Sky Horse with a range of 1,000 km, the 
longest surface-to-surface missile so far 
developed locally. It has sufficient 
range to hit China, and if mounted with 
a nuclear war-head (and Taiwan has the 
technology to produce one with 
uranium, possibly supplied by South 
Africa with which it has diplomatic rela- 
tions), it could pose a formidable deter- 
rent. Conversely, if development of this 
missile is proven, it could introduce a 
factor of grave instability in the Taiwan 
Straits. 

Taiwan has also been accused of de- 
veloping biochemical weapons. The 
government refuses to talk about the 
subject but Ju Gau-jeng, a Legislative 
Yuan member from the opposition 
Democratic Progressive Party, told a 
news conference on 24 March that the 
island was “developing” it. When asked 
to elaborate by the REVIEW, Ju just 
shook his head and said: “No, I can't say 
anything more on the subject.” His 
comments were the first public mention 
of such weapon development in 
Taiwan. Oo 
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Were now offering a unique service — the only non-stop daily flight to Frankfurt from — jd 
. Hong Kong. Leaving at 10:40 p.m., arriving at 6:10 a.m. the next day. Which gives you a fresh | 
start in Frankfurt, and a choice of easy onward connections to major destinations throughout Europe. 

With convenient departure times, not to mention our superb inflight service, you're 
sure to arrive in Frankfurt feeling well rested and ready for a full day's work. 

Fly Cathay Pacific, Hong Kong's airline. And arrive in Europe in better shape. Every day. 
For reservations, contact your travel agent or Cathay Pacific on 5-8841488. 
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The Olympic challenge is ours, 
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Samsung is forging ahead in electronics 
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Join us, our victory will be your victory 

in the world of the 21st century. 


VCR: TV: Audio: Computer 
Home Appliances 

















| Porcupines have a natural 
advantage. 


They were born with all-round 
protection. 


Pity your company wasn't. 









-As a company treasurer, you're 
constantly caught up in prickly situations. 
- Day in, day out, your decisions and 
projections are at the mercy of 
a frightening variety of financial risks. 

Risks that could easily wipe out your 

estroy your competitive edge. 

_ And before you can 

ny of the financial 

ments that are available to 

help you to manage those risks, 

z you have to determine precisely 

hat the risks are. 

E That's when it’s time to call our 

hase experts to the rescue. 

i As a globally based 

financial services institution, we have 

unrivalled specialist knowledge 

of virtually every market, and 

every type of business. 

Which means that we also have the 
necessary expertise and experience to define a 
company’s exposure profile more accurately, and 
to identify the most dangerous risks. 

Including the hidden ones that could 
otherwise surface, with disastrous effect, only 

. after the event. 
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For the fact of the 
matter is that financial market and 
commodity price volatility is always 
capable of impacting your 
operating costs and playing havoc with your 
bottom line. 

Look at it this way. 

A company may have no 
borrowings, but could still be facing an interest 
rate risk. 

Because one of your major 


STRATEGIC RIS 


competitors with borrowings might benefit fro 
a fall in interest rates, and gain a sudden - 
advantage. And if you're not protected against 
such a possibility, you could find yourself in 
trouble. 








By the same token, your compan 
entire operation — from financing and raw 
materials sourcing to manufacturing and M : 
marketing — may be based in one country, an 
one currency. 

Yet you could still be threatened. b 
a foreign exchange risk. ; 

Because even though you woulda 
be affected directly, a shift in a foreign exchange 
rate could open the door to unexpected, and 
unwelcome, competition from overseas. 

But we can ensure that your . 
company doesn't have to be the one to suffet 

We'll work with you to analyse the 
risks in your business and industry. 

Then we'll engineer an appropriat 
financial solution. 

Using a combination of swaps, 
options, forwards and futures, we'll provide 
exactly the sort of all-round protection your 
company needs. 

And as a result, you'll be able to plai 
with more certainty in today's increasingly | 
uncertain financial and commercial environment. 

All of this, of course, is a function of — 
our global banking capability that integrates 
size, international network and highly specialize 
industry knowledge with the broadest array of - 
commercial and investment banking products 
and services, to set Chase apart from other 
financial institutions. 

And it’s only one of our strong 
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“Isn't Holland too small for 
an international airline like KLM?” 








3 TO 133 DESTINATIC 


Since its founding in 1919, KLM has been a truly 
international airline. Its first flight, in fact, was 
between Amsterdam and London. And today KLM 
serves 133 destinations in 76 countries. World- wide. 

KLM has made the world its home. Achieving a 
reputation as the sort of reliable partner people can 
depend on. Whether that partner is a business man, 
travelling in the comfort of Royal or Business Class. 

Or a tourist, enjoying the total service of KLM's 
complete Economy Class. 











ONS SIN 16 COUNTRIE 


KLM'5 international network keeps growing. This 
April weekly services to Faro in Portugal and Valencia 
in Spain were added. And in November KLM will 
start a new twice-weekly service to Orlando in Florida. 

But then, when you've made the world your home, 
you become accustomed to serving the world. 

Test us, try us, fly us. " 
S666 
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Conflict over coverage 









Government takes press to task over reports on its enemies 


By James Clad in Manila 


A reported Armed Forces of the Phi- 
lippines (AFP) accusation that the 
BBC edi Hiurgents to ambush an 
army patrol (REVIEW, 26 May) illus- 
trates some of the problems likely to af- 


/.|. fect future media coverage of the Philip- | 


.| pines. Although the AFP later denied 
making the charge, the affair marks 
<i another step in changing attitudes to the 

press within a government gradually be- 
coming more sure of itself, and more de- 
] liberate in countering its press-wise 
enemies. 

Sóme basic issues are at stake. And 
not all of them depend simply on the 
government accepting wide-open press 
freedom. Unlike other countries in the 
region, the Philippine authorities toler- 
ate regular, and sometimes quite 
close contact between foreign or 
local correspondents and the govern- 
ment's various violence-prone oppo- 
nents. 

Until recently, the 26-month-old 
government of President Corazon 
Aquino had little choice: it was weak, 
_ and largely passive in response to out- 
side events. It also felt grateful to both 
the foreign and local press for the some- 
times uncritically sympathetic attitude 
shown to the then opposition in the lat- 
ter days of ousted president Ferdinand 
Marcos, and for sharing in the ecstasy of 
*people power." 

Yet the wisdom of close media con- 
tact with, and publicity for, Aquino's 
various enemies is now an issue going 
well beyond government attitudes. In 
particular, the foreign press cannot 
evade ethical problems that frequently 
accompany coverage of a country with 
so many contending forces. Ethics can 
also become hostage to the intensely 
competitive business environment 
within which the wire services and other 
media here operate. This environment 
can, and does, affect both the quantity 
and quality of reportage. 

In countries as media-conscious as 
the a nel national stability has 
come under strain when opponents 
found ready amplification for their 
views in the media. On a number of oc- 
casions during 1986 and 1987, this 
badly set back foreign investor confi- 
dence. 

Aquino’s government knows these 
costs only too well. In moments of real 
emergency, as during a violent military 
mutiny on 28 August last year (REVIEW, 


10 Sept. 87), it has moved to close radio | 


stations considered too sympathetic to 
rebel opinion. (Of all the Philippine 
media, radio easily reaches the largest 
audience.) 


Ll. 











Immediately after the leader of the 
August rebellion, army colonel Gre- 
gorio ‘Gringo’ Honasan, escaped on 2 
April, Justice Secretary Sedfrey Or- 
donez came down hard on the story — 
which had become an instant favourite 
of the local press. He warned that pub- 
lished or broadcast 


litary dissident, 
ment retribution. 
Ordonez also made it plain that his 


could invite govern- 


words were directed at foreign reporters | 


as well. Some took the hint: others, 
reasoning that no specific law existed 


prohibiting contact with Honasan, did | 


not. No government action followed, 


| however. 


Two days after a general's first re- 
ported remarks about the 


interviews with | 
Honasan, the country's best-known mi- | 
| the issue. They a 
| visers will not obstru 













et “some” 
d to be kept 
ool boa added, 
subject to 
ot ‘lation to the 


ment. Hence, sugges 
reporters listed might 
“under surveillan 





people regardl 
long as they doi 
Caveats notwithsta ; 
was clear. : : 

Most media: obse ers, including 
three local editors contacted by the 
REVIEW, do no he AFP to 
mount vigorous 
lieve instead that 
mate of opinion in w 
be more cautious in th 


loy. for 7 as 
y illegal act.” 
the message 


























canton s ad- 
this trend too 
openly. 

Some Focap m be ; meanwhile, 
say that presidential press secretary 
Teodoro Benigno, if only from cyni- 
cal "damage-limitation" motivations, 
should be doing more to preserve the 
governments "free press" reputation. 
Some see Benigno, a former Agence 





BBC, another AFP officer 
claimed documents seized 
in a recent arrest of asenior 
communist cadre showed 
extensive contact between 
foreign journalists and in- 
surgents. 

Manila Capital Com- 
mand chief Brig.-Gen. Ale- 
xander Aguirre told local 
reporters on 17 May that 
captured lists noted the 
names of 112 reporters in 


contact with the com- 
munists' "media liaison 
committee." The list, 


Aguirre said, included 49 
Manila-based correspon- 
dents. 

The Philippine in- 
surgency resembles a 











quasi-civil war. Covering it 
properly, as an 18 May Foreign Cones: 
pondents of the Philippines (Focap) let- 
ter to Defence Secretary Fidel Ramos 
noted, requires contact with com- 
munists. It also requires travel to rebel- 


| influenced areas, which exist in perhaps 


80% of the country’s 74 provinces. 


he communists usually welcome 

visits, though on their terms. Inevit- 
ably, attempts to “balance” coverage of 
the insurgency will carry insurgent 
claims about social inequities or about 
the reasons for revolutionary change. 
Foreign reportage thus may influence, 
or even mobilise, potential sources of 
foreign support. This is a real factor: the 
communist-dominated National Demo- 
cratic Front solicits moral and material 
support from abroad. 

Not surprisingly, the AFP resents 
this particular consequence of the press 
liberty restored by Aquino’s govern- 





Price Preis bureau chief , as not work- 
ing hard enough to head off the BBC 
episode. Benigno was also slow to move 
when an Australian journalist. came 
close to expulsion last December. How- 
ever, these complaints ignore the still- 
formidable breakdown in communica- 
tions within the government. 

Apart from personalities, various 
trends point to almost inevitable friction 
with the foreign media. One is the gov- 
ernment's reduced "transparency." The 
shoot-from-the-hip verbal antics of 
Aquino's first cabinet have given way to 
a quieter, workmanlike style (REVIEW, 
10 Mar.). The president's sharply re- 
duced dee to the press since 
1987, together with declining interna- 


tional attention in spot news from Mani: 


la, adds up to the need for more inves- 
tigative reporting — possibly leading to 
further conflict with the govern: 
ment. 
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FOREIGN RELATIONS - 





Reaching for detente 





_| Peking and Moscow advance towards a new understanding 


By Tai Ming Cheung 
Pes in normalising Sino-Soviet 
relations is glacially slow, but specu- 
|. lation of substantive developments in 
. the next few months is mounting, with 
either a meeting of Chinese and Soviet 
| foreign ministers to pave the way for a 
| future summit meeting, or a new Mos- 


| cow initiative to follow on from Soviet 


-leader Mikhail Gorbachov's July 1986 
Vladivostok speech, in which he tried 
unsuccessfully to improve Sino-Soviet 
relations with a series of concessions. 
US officials are predicting a Sino- 
Soviet foreign ministers meeting later 
this year, either in Moscow or Peking, 


| as a Chinese recognition of progress | 


made by Gorbachov in improving bila- 
teral relations, according to US news- 
aper reports. This would be the highest 
evel of direct official contact between 
both sides on either Soviet or Chinese 
soil for more than two decades. 
Soviet sources believe a new effort 


by Moscow to woo Peking could meet | 


with greater success today. "Important 
changes have taken place since July 
1986, including the INF [intermediate 
range nuclear forces] agreement remov- 
ing SS20 missiles facing China and our 
military pull out from Afghanistan," 
said an Asian-based Soviet diplomat. 

Since China insists that Vietnam's 
military occupation of Cambodia re- 
mains the main obstacle blocking nor- 
malisation of Sino-Soviet relations, a 
major opening in relations between the 
two socialist giants is remote for the pre- 
sent. However, improvements in less 
sensitive areas seem likely. 

A favoured area is enhancing arms 
control and confidence-building mea- 


sures. Any Soviet initiative is likely to | 


focus on this, with perhaps a further 
pullout of Soviet forces from Mongolia 
— one motorised division was with- 
drawn recently. Soviet forces stationed 
in Mongolia serve mainly as a highly visi- 
ble expression of Moscow’s support for 
the Ulan Bator regime. However, Mos- 
cow may be willing to give up this sym- 
bolism as a concession to the more im- 
portant goal of improving Sino-Soviet 
relations. 

Indications are that a pullout of 
Soviet forces from Mongolia may be 
likely — Ulan Bator is reported to have 
increased its military manpower by 30% 
and received more Soviet weapons 
transfers to take up a greater share of its 
own defence. A Soviet official conceded 
that a Soviet military presence in Mon- 
golia is not essential: "If there is any 
emergency, we could move forces from 
the Soviet Union into Mongolia very 
quickly." 





L 


| While Soviet divisions 





ed to visiting Thai Prime Minister Prem 
Tinsulanond his desire to see a rapid set- 
| tlement of the Cambodian problem, a 
similar message was delivered to the 
Vietnamese themselves at an interna- 


A joint undertaking by Chinese and | 
Soviet military teams to map the Sino- 
Soviet border is expected to begin about 
August-September, Soviet sources 
close to the negotiations said, thereby 
helping to reduce a potential source of 
friction. “Soviet and Chinese maps of 
the border region, topographically and | 
with respect to demarcation, are not the | 
same. How can you negotiate without 
standard tools of reference?” the source 
said. 

The importance Moscow attaches to 
the military balance in East Asia, Soviet 
diplomats say, is reflected in the sur- 
prise appointment of Dmitry Yazov as 
defence minister in May 1987. Yazov 
had been in command of the Soviet Far 
East military district 












ully ned and ready to roll on 24 
hours’ notice; category 2 divisions are 
50-75% manned and need a month to 
get ready; while category 3 divisions 
are only 20% manned and would re- 
quire two months before becoming com- 
bat ready. In recent years, says Gerald 
Segal of the Royal Institute for inter- 
national Affairs in London, category 
1 and 2 divisions in the Far East com- 
mand have declined from two-thirds of 
all divisions before 1977 to only 40% 


| today. “This represents a cutback of 


around 80-90,000 Soviet troops,” said 
Segal, while the Chinese have corres- 
pondingly cut their strength by 100,000 
soldiers. 


ny improvement in Sino-Soviet re- 

lations is likely to cause concern in 
Washington over a re-emergence of a 
Peking-Moscow axis, on the lines of 
their 1950s" friendship. However, most 
informed observers believe that to be a 
remote possibility. “What we are seeing 
is a maturing of the Sino-Soviet re- 
lationship. Normalisation is where two 





from 1984. 

Analysts say that 
since the early 1980s, 
the Chinese and the 
Soviets have been 
quietly engaged in in- 
formal arms control 
and mutual confi- 
dence-building mea- 
sures on their shared 
7,000-km border. 


assigned to the Far 
East command have 
remained steady at 
55-56, their states of 
readiness and moder- 
nity of equipment 
have declined. 

Soviet X divisions 
are classified into 
three categories of 
combat readiness: 
category | units are 





Frayed feelings 
down under 


By Nayan Chanda in Brisbane 


Imost at the same time that Soviet 
leader Mikhail Gorbachov express- 


tional conference on Cambodia from 
17-21 May, which was organised by 
Griffith University near Brisbane, 
Australia. 

Soviet delegates made it clear that 
they wanted the Vietnamese to complete 
their withdrawal of troops before the an- 











nounced date of 1990. In an extraordi- 
nary encounter outside the conference, a 
Soviet delegate pointedly asked a Viet- 
namese representative: “Why can’t you 
withdraw [from Cambodia] more 
quickly?” He also pushed the Vietnam- 
ese to admit that Hanoi had made mis- 
takes in Cambodia. The visibly angry 
Vietnamese rejected the idea. 

The Soviet academic reminded the 
Vietnamese that Hanoi had said the situ- 
ation in Cambodia was “irreversible.” 
That, the Vietnamese snapped, did not 
refer to the Vietnamese presence but 
that the Pol Pot regime could not return. 
The Soviet noted that his leaders had ad- 
mitted errors in Afghanistan and had 
begun to withdraw troops from there. 
The Vietnamese replied that the situa- 
tions were fundamentally different 
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great powers can live alongside each 
other in relative safety. It does not mean 
a return to alliance politics,” Segal said. 
. Chinese military officials are increas- 
ingly playing down the Soviet threat, 
pointing out that Soviet military exer- 
cises in East Asia earlier this year were 
directed more with Japanese and US 
Pacific forces as the main adversaries in 
mind than Chinese. 

The recent trend in Chinese defence 

lanning is that the Soviet Union is no 
onger an immediate threat, which in 
1985 formed the basis for a shift in 
Chinese military doctrine and the re- 
structuring of the People’s Liberation 
Army’s operational posture to prepare 
for local conflicts with lesser powers, 
such as Vietnam and India. This revi- 
sion in military assumptions also saw the 
demobilisation of | million soldiers. 

Chinese officials also believe that, 
like themselves, the Soviets are begin- 
ning to view Japan’s expanding military 
strength with growing anxiety, and 

reater attention and resources are 
eing directed against Tokyo. 

An important impetus for the 
gathering Sino-Soviet détente comes 
from the demands of domestic eco- 
nomic reforms in China and the Soviet 
Union. Both have embarked on ambiti- 
ous efforts to modernise their eco- 
nomies, and the military have come 
under pressure to contribute by cutting 
back on their share in the allocation of 
scarce resources. The Chinese military 
has seen negative growth rates in their 
budget appropriations, as well as huge 
absolute cuts. 

The Soviet armed forces have fared 
better, partly because of the military's 
stronger influence in policymaking, but 
there are signs it too may see a di- 
minished role in the future. Analysts 
foresee a scaling down in Soviet military 
activities outside of Europe. The with- 
drawal from Afghanistan offers the 
clearest indication, but Soviet naval ac- 
tivity in the Pacific last year was down 
50% on 1986, Australian Foreign Minis- 
ter Bill Hayden said in April. u 





While in their presentations at the 
conference the Soviets and Vietnamese 
maintained solidarity, tensions remain- 
ed. The Soviets did not contradict Viet- 
namese claims that talks between Viet- 
nam and Cambodian resistance coali- 
tion leader Prince Norodom Sihanouk 
now would mean “Vietnamese interfer- 
ence" in Cambodian affairs, though one 
privately told the REVIEW that he 
thought they should talk to Sihanouk. 

These events underscore the recent 
intensive efforts to arrange informal 
talks between the interested parties in 
Jakarta in July — the long-awaited 
“cocktail party" which Indonesia's For- 
eign Minister Ali Alatas revived after 
taking office in March. Thai For- 
eign Minister Sitthi Savetsila has said the 
Soviets support the idea. o 
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SOUTH KOREA 


Still on the streets 


Students want more than Roh’s reform promises 


By Hein Kim in Seoul 


tudent activists have shown in 

campus demonstrations, a home- 
made-bomb attack on the US Embassy 
and the political suicide of a Seoul Na- 
tional University (SNU) student that 
they are far from content despite en- 
couraging developments towards politi- 
cal liberalisation in South Korea. 

They now demand the release of im- 
prisoned dissidents and have adopted a 
new, more ideological approach to the 
intertwined issues of reunification 
with the North, September’s Olympic 
Games in Seoul and the presence of US 
troops on the Korean peninsula. 

Anti-Americanism is becoming a 
serious problem. The 20 May attack on 
the embassy, in which a student and a 
policeman were injured, may not be a 
forerunner of more such incidents, but 
feelings of hostility have become deeper 
and more open in recent years and 
could, at some time in the future, find 
more widespread public support. On 
other questions, the students seem far 
removed from public thinking. Ulti- 
mately, they ould perhaps just as easily 
become as irrelevant to mainstream 
politics as their Japanese counterparts 
of the early 1970s. 

If most middle class South Koreans 
are prepared to give President Roh Tae 
Woo a chance with his promises for 
democratic reform, the student activists 
are not. They still demand his resigna- 
tion. “No matter what the government 
does,” said Han Sung Joo, a political 
scientist from Korea University, “the 
students will not be persuaded to be- 
lieve in Roh’s sincerity.” Nor, for that 
matter, are they impressed with the op- 
position’s success in the 26 April elec- 
tions, which denied Roh a working 
majority in the national assembly 
(REVIEW, 12 May). 











The activists believe Roh will not 
hesitate to call on the military to enforce 
executive commands if the ruling 
Democratic Justice Party runs into a 
legislative roadblock in the national as- 
sembly. They also insist on distinguish- 
ing their own objectives for social re- 
form from what they see as the partisan 
and disappointingly moderate interests 
of Ri mi leaders Kim Dae Jung and 
Kim Young Sam. 

The break with the opposition osten- 
sibly came last December when the two 
Kims failed to agree between them- 
selves on putting up a single presidential 
candidate and allowed Roh to win the 
election with only 36% of the vote. In 
some ways, however, it may not have 
mattered if the Kims had reached agree- 
ment. Apart from the issue of the politi- 
cal prisoners, the agenda the students 
are now unfolding is long-sighted 
enough to suggest a determination to re- 
main outside established party politics 
and bring about a broadening of the po- 
litical spectrum. 

The 15 May suicide of student Cho 
Song Man, who stabbed himself in the 
stomach and then leapt from the top of a 
Roman Catholic church building in cen- 
tral Seoul, coincided with the eighth 
anniversary of the anti-government 
Kwangju uprising amid what has now 
become a traditional period of student 
unrest. Suicide is not an unusual gesture 
of protest in South Korea and, in a note 
he left behind, Cho literally under- 
scored in blood the students' demands: 
the withdrawal of US troops, an end 
to the military-backed government, 
North-South reunification and for the 
North to be allowed to co-host the 
Olympics. 

He also called for the release of all 
political detainees, a cry that was im- 





mediately taken up by the two Kims. 
There is some uncertainty over the 
numbers involved. The opposition 
claims there are at least 1,000 detainees, 
the Justice Ministry says there are only 
342, excluding 359 inmates who are said 
to have been involved in espionage or 
other activities for North Korea. 

Although Roh ordered the release of 
125 dissidents after he was elected, his 
foot-dragging since then may reflect a 
measure of pressure from the military 
and other hard-liners. The authorities 
still say that only those who show repent- 
ance and are judged to be able to con- 
form to society will be considered for fu- 
ture amnesty. 

The Olympics is a different matter. 
By directing attention towards co-host- 
ing at this late stage, when the games 
have been the subject of talks between 
North and South for more than three 
years, the students appear to be seizing 
on à convenient, but unrealistic target. 
Both Seoul and the International Olym- 
pic Committee (IOC) ruled out North 
Korea as a co-host from the start, point- 
ing to a clause in the IOC charter that 
stipulates the games are awarded to a 
city. not a country. 

The students, however, are un- 
moved by this argument and still intent 
on using the Olympics as a stage on 
which to place the emotional question 
of the peninsula's reunification. In late 
March, they sent a letter to Roh asking 
for the government's cooperation in or- 
ganising pre-Olympic talks and so-call- 
ed “friendship games" between par- 
ticipants from SNU and Pyongyang's 
Kim Il Sung University. The govern- 
ment predictably rejected the proposal 
two weeks later. 


n 12 May, a group of well-known 
dissident leaders, including several 
church leaders, sent an open message to 
Roh and Kim Il Sung again calling for 
joint sponsorship of the games and urg- 


ing them to address "the larger goal | 


of reunification." 

There appears to be little public sup- 

rt in South Korea for a games co- 

osting arrangement, though most 
people would like North Korea to send 
a team to Seoul. Kim Dae Jung was 
forced to issue a hasty denial and claim 
he was misquoted when he was criti- 
cised in the press for appearing to back 
the proposal. 

Many observers have noted a rise in 
nationalism among South Korean stu- 
dents, who no longer refer to their pro- 
tests as "demos," but rather as "national 
exercises." In many ways, their tone is 
one of a moral crusade. 

The activists have also taken it upon 
themselves to educate the public on a 
variety of issues ranging from nuclear 
disarmament to dispossessed farmers 
and labour strikes. At the least, they re- 
main a lobby group for reform, but the 
Confucian precepts of justice, morality 
and hierarchical order that characterise 





the student movement reinforce ten- 
dencies towards leftist authoritarian- 
ism. 
Estimates of radicals and committed 


activists range from as high as 8% of | 


South Korea’s | million-plus university 
students to as low as 1-3% , with another 
4-5% regarded as active sympathisers 
who do not belong to the secretive cell 
groups that are at the heart of the move- 


ment. What may be more significant, | 


however, is that a growing number — in 
part, perhaps, because of poor employ- 
ment opportunities — are taking margi- 
nal jobs when they leave university and 
remaining active in dissident circles. 
Studies suggest there is a considera- 
ble degree of co-ordination among uni- 
versity activists, with those in Kwangju 
and Pusan becoming more important in 
a movement that is clearly beginning to 
explore new horizons — no matter how 
out of reach they may seem to be. Cell 
leaders tightly control the distribution 
and study of the Marxist texts and neo- 
Marxist dependency 





THAILAND 


In a stew 
over coups 


Chaovalit stirs the political pot 
with talk of revolution 


By Paisal Sricharatchanya and 
Rodney Tasker in Bangkok 


fter a week of political confusion 

and coup rumours sparked by army 
commander and acting supreme com- 
mander Gen. Chaovalit Yongchaiyut, 
progressive elements in the Thai mili- 
tary appear to have been temporarily di- 
verted from any attempt to change the 
constitution and bring in drastic elec- 
toral reforms. 

Chaovalit's puzzling remarks about 
the possibility of a "revolution ap- 





literature, which are 
at the core of each 
group's reading. 

In an effort to 
strengthen and en- 
hance group solidar- 
ity, the students en- | 
gage in all-night dis- 
cussion sessions, 
drinking bouts and 
manual labour on | 
farms. Considerable 
emphasis is also 

laced on develop- 
ing and recreating 
Korean culture. In- 
herent in this is a 
belief that North 
Korea has preserved 
traditional mores, 
while South Korea 
— seduced into poli- 
tical and economic 
dependency by the 
US — is abandoning such values in the 
pursuit of materialistic gain. Hate of the 
regime has thus created a naive admira- 
tion for its enemy. 

The desire to insulate the South from 
threatening foreign influences is par- 
ticularly evident and is not discouraged 
by an academic environment that 
breeds a narrow conception of the 
world. SNU sociologist Han Won Sang, 
who has been expelled and reinstated at 
his university twice in connection with 
his sympathy towards the students, 
notes that freshmen entering college 
quickly discover they have been 
“cheated by the official version of his- 
torical reality” propagated through gov- 
ernment textbooks. 

Han also points out that his faculty 
has yet to hire a single expert trained in 
neo-Marxist theories. Radical texts are 
thus left for the informal study sessions, 
rather than coming under the more 
rigorous criticism of academic life. I 








Kukrit: stinging attack on Chaovai 














proved by the people” and that there 
was no force capable of stopping him 
and the army were interpreted by many 
Thais as a sign that another coup could 
be on the way. But in the face of firm as- 
surances by other senior military figures 
and cabinet ministers that nothing 
would disrupt the scheduled 24 July na- 
tional elections, Chaovalit subsequently 
changed track, turning to stress the im- 
portance of reforming the present poli- 
tical system in order to usher in a fuller 
degree of democracy. 

Since the bespectacled army chief 
first broached his obscure concept of a 
“peaceful revolution” in early 1987, its 
political dimension was commonly in- 
terpreted to mean constitutional 


amendments to affect changes in three 
crucial areas: a one-man-one-vote (or 
one-constituency-one-MP) system to 
replace the present multiple-consti- 
tuency system; a US-style separation of 
the legislative and executive branches of 
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overnment so that elected MPs would 

e barred from holding cabinet posts, 
and direct election of the prime minis- 
ter. 

Chaovalit, an intellectual who has 
constantly baffled observers with cryp- 
tic pronouncements during his two 
years at the top, saw these changes as 
vital to eliminate rampant vote-buying 
during election campaigning and parti- 
san vested interests. They represented 
the gist of a political-reform package 
openly propagated by the Internal Sec- 
urity Operation Command (ISOC, an 
army-dominated body of which 
Chaovalit is deputy director) late last 
year. 

But the ISOC campaign sub- 
sequently fizzled out in the face of 
strong criticism by twr and 
academics (REVIEW, 26 Nov. '87). Cri- 
tics said the proposed changes stood 
to bolster the army's position in 
mainstream politics while the money 
factor would not be resolved. 

This time around, Chaovalit's idea 
was again swiftly quashed. Former 
prime minister Kukrit Pramoj, a cham- 
pion of conservative democratic forces, 
charged that the implied threat in 
Chaovalit’s coup-revolution remarks 
bordered on an unlawful act. If 
Chaovalit's statement had come "from a 
drunkard," he was quoted as saying, he 
"would not have minded. But this was 
from a very senior government official 
who has the weapons and military tools." 


A: the height of the previous uproar 
last year, Kukrit stated that a direct 
prime ministerial election was tan- 
tamount to infringing on the king's trad- 
itional right of appointing the prime 
minister. 

A living symbol of monarchistic con- 
servatism and often referred to as a pil- 
lar of Thai democracy, Kukrit chose to 
lash out at the army commander one 
day after a ep n/d zy dcs audi- 
ence with King Bhumibol Adulyadej on 
17 May. Whatever transpired during the 
palace visit was not disclosed, but the 
timing of his subsequent offensive 
against Chaovalit created the widely 
held impression that Kukrit might be 
acting with some degree of royal bless- 
ing. 

Chaovalit's most recent surprise re- 
mark, which started the latest uproar, 
was in response to persistent question- 
ing by reporters on 15 May when he was 
celebrating his 56th birthday at a pro- 
vincial temple. As Prime Minister Prem 
Tinsulanond was leaving the following 
day for a two-week tour of the Soviet 
Union, Hungary and Finland there was 
speculation of a political mishap during 
his absence. 

While the remark was seen by some 
as the emotional outpouring of a frus- 
trated commander trying to bolster his 
position, others believe he is genuinely 
sincere in his belief that his brand of po- 
litical reform would benefit Thailand. 





As was the case in the past, his less 
than lucid articulation of his theory led 
to general confusion — particularly be- 
cause the Thai word for revolution, 
patiwat, is often associated with coups 
as well as with peaceful change. The fol- 
lowing day, the English-language daily 
Bangkok Post ran a story headlined: 
“Chaovalit: Army is strong enough to 
stage a coup.” 

Analysts say Chaovalit might have 
been annoyed by recent suggestions 
that he was a weak army chief heading a 
badly split institution no longer as pow- 
erful as it used to be. For a while after 
his statement it appeared that the elec- 
tions might be in Pope but most 
commentators now believe the 24 July 
polls will go ahead as planned. 

The immediate outcome of the affair 
is a further deterioration of the army 
chiefs credibility 


SEES PT Ly 


The move was regarded as farcical, 
and even more ridiculous was the claim 
by the 200 participants — comprising 
former politicians, labour activists and 
others — that they should be allowed to 
assume the power of a temporary legis- 
lature in lieu of the dissolved parliament 
in order to bring in constitutional 
changes along the ISOC model before 
the election. 

Headed by former Communist Party 
of Thailand (CPT) ideologue Prasert 
Subsunthorn, the council emerged for 
the first time in May last year to proc- 
laim its support for Chaovalit's patiwat 
concept. Chaovalit has sought to disas- 
sociate himself from the council through 
repeated denials, but this has cut little 
ice among political observers in view of 
his past links with Prasert (after the lat- 
ter's defection from the outlawed CPT). 





and a questioning 
of his future. 
Chaovalit's original 
image as a man des- 
tined possibly to 
succeed Prem as 
dcm minister has 

een progressively 
marred by a series of 
tactical blunders 
over the past two 
pe In early May, 

e honoured the 
pledge he made on 

is promotion to the 
top army slot — 
probably anticipat- 
ing that he would 
succeed Prem this 
year — by tendering 
his resignation. But 
this was rejected by 
Prem. 

Addressing a 
Bangkok university 
gathering on 19 
May, a day after 
Kukrit’s stinging at- 
tack on him, Chao- 
valit implied that his 
earlier remark was 
partly aimed at putting a brake on for- 
eign elements intent on dumping money 
here during the elections. pedis, stress- 
ed two years ago that there would be no 
coup as long he was army commander, 
he reiterated his opposition to the idea 
of a coup, saying that a military 
takeover involved violent, unlawful 
change of government. 

Nevertheless, criticism of Chaovalit 
poured in from politicians and sections 
of the media while two other domestic 
events, rightly or wrongly, were linked 
to his peaceful-revolution concept: a 
strange move by a "revolutionary" 
group and a strike by railwaymen. With 
Prem visiting the Soviet Union at the 
time, the self-proclaimed Sapa Patiwat, 
or Revolutionary Council, decided dur- 
ing a two-day meeting to nominate the 
prime minister as its chairman. 





Chaovalit: surprise remark. 





Foreign intelligence 
sources suggest that 
some of Chaovalit's 


former military 
peers in the “demo- 
cratic soldiers" 


progressive reform 


group still associate 
with Prasert. 
The issue was 


serious enough to 
promet a statement 
y Prem's secretary- 


eneral, — Prasong 
oonsiri, denying 
any involvement 


with the council by 
the prime minister. 
Talking to newsmen 
while Prem’s delega- 
tion was in Kiev, 
Prasong said Prem 
had ordered Chao- 
valit to put an end to 
the councils ac- 
tivities. Why 
Chaovalit should be 
given this task was 


not explained. 
A senior security 
source told the 


REVIEW there was 
an attempt at one stage to mobilise rail- 
way workers, who were on strike over 
plans to privatise parts of the state rail- 
way, to rally in support of the council 
meeting. But this failed. The strike was 
subsequently called off after inconclu- 
sive talks with management. 

Chaovalit and forces who support 
his reform ideas may have been re- 
buffed for the moment, but he repre- 
sents the first wave of a new breed of 
well-educated, intellectual Thai mili- 
tary officers now surfacing in the army 
persis d Political observers do not 
discount his ability to continue to press 
for political change while he is army 
commander. But the fallout from the 
latest uproar may undermine his 
chances of a post-military career if, as 
expected, he is allowed to stand down in 
September. oO 


2 JUNE 1988 e FAR EASTERN ECONOMIC REVIEW 


LONTEEHCM 














SINGAPORE 





All teamed up 





The PAP votes in a new electoral system 


By Margaret Scott 


A it lays the groundwork for early 
general elections under a new 
“team MP” system, the Singapore 
Government has included former presi- 
dent C. V. Devan Nair — an estranged 
co-founder of the ruling People’s Ac- 
tion Party (PAP) — among the targets 
of its broadening attack on alleged 
dupes and agents of foreign meddlers in 
Singapore politics. 

Parliament passed on. 18 May con- 
stitutional amendments which group 
some electorates. into constituencies 
with three MPs, one of whom must be 
from a racial minority group. The gov- 
ernment also announced the drafting 

of legislation to have the: president 
elected rather than appointed — a 
long-anticipated first step to Prime 
Minister Lee Kuan Yew's semi-retire- 
ment to a presidency with enhanced 
powers. 

Critics said the PAP was thus posi- 
tioning itself to maintain political domi- 
nance during a transfer of executive 
power to younger leaders. Part of the 
pattern may also have been the deten- 
tions without trial of 24 Singaporeans 
over the past year for alleged subver- 
sion. Although only seven remain in 
custody, the arrests have undoubtedly 
had the effect of deterring many of 
those who might otherwise have consi- 
dered standing against the PAP. 

In a news conference on 23 May, a 


Radio interference 


BBC presence raises questions over government's media views 


By Philip Bowring 

here are plenty of ironies in the 

Singapore Government's accusa- 
tions against foreign media and sup- 
posedly friendly foreign governments 
of allegedly interfering in Singapore 
domestic politics by reporting the views 
of, or being in contact with, government 
critics. 

Singapore is one of very few countries 
to allow a foreign government-financed 
radio station to use its territory to relay 
programmes to neighbouring countries. 
The BBC radio relay station in Singa- 
pore provides good quality reception 
both for the BBC's  English- 
language World Service, and for vari- 
ous regional-language services such as 
Malay and Vietnamese. It also broad- 
casts the World Service in FM for Singa- 
pore listeners. 

Although the BBC's domestic opera- 








trio of the second-generation leaders — 
First Deputy Prime Minister Goh Chok 
Tong, Trade and Industry Minister Lee 
Hsien Loong (the prime minister's eld- 
est son) and Home Affairs Minister S. 
Jayakumar — reaffirmed the govern- 
ment's position that it was subversive 
for a Singaporean to have contacts with 
foreigners intent on interfering in Singa- 
pore's politics. 


Goh applied the "subversive" label | 


to Francis Seow, the former solicitor- 
general and president of Singapore's 
Law Society who has been detained 
since 6 May, for his contacts with expel- 
led US diplomat Hank Hendrickson. 
Drawing on a 28-page sworn declara- 
tion said to have been made by Seow, 
the government also describes contacts 
between Seow and former president 
Nair. Seow had sought political advice 
from Nair and assistance in writing a 
ae bine article. Nair did not deny 
this, but said Seow’s activities were no 
different to what he and Prime Minister 
Lee had done as colleagues in opposi- 
tion three decades ago. In response to 
these comments Lee has threatened 
defamation action against Nair, and 
through the family law firm of Lee & 
Lee demanded a public apology by 25 
May. 
Government statements have also 
suggested foreign involvement in the re- 
cent settling of $$420,000 (US$209,300) 





tions are financed from licence fees and 
its management is independent of gov- 
ernment, its overseas broadcasts are 
funded by the British Government and 
allocations are influenced by the Foreign 
Office — though individual programmes 
are not. 

The BBC’s reputation for accurate 
reporting is often regarded as second to 
none. It has been widely praised in Sin- 
gapore, recently by Trade and Industry 
Minister Lee Hsien Loong, who said it 
should be a model for Singapore media. 

BBC coverage of Southeast Asian 
news is modest in quantity and cautious 
in tenor compared with its coverage of 
the Middle East and South Asia (where it 
is especially influential and has been a 
thorn in the side of some governments, 
such as that of the late Indian prime 
minister Indira Gandhi during the 




















































of Seow's debt. But a close associate. 
said Seow has since proved to Internal 
Security Department officials that a 
woman friend had paid off a $$350,000 | 
loan and three other associates paid off |. 
an additional S$70,000. 
| A second attempt began on 23 May 
to free three of the seven remaining de- 
| tainees through a habeas corpus appli- 
cation. Before High Court Justice Lai 
Kew Chai, London QC Geoffrey Robert- 
son argued the gover had acted in 
bad faith by re-arrest i 
for disagreeing with t 
version of events. Seni 
S. Tiwari countered by 


government was not enoug 

tainees had to prove it. L re erved his 

finding. 
In the previous hab 


on 18 May , authoritie 
conditional release of t 
cerned, lawyer Tang L 
worker Ng Bee Leng. 
Seong, who had also be 
19 April, was also released, 
out conditions. None have spo 
licly. ; 











N. TONI 
GOVERNMENT 
: a FOREIGN ed 
INTERFERENCE... 





1970s). In contrast, the BBC is seen as 
having been quite reticent about Singa- 
pore where, as well as its relay station, it 
has one especially attentive listener — 
Prime Minister Lee Kuan Yew. 

But by current Singapore standards, 
BBC reporting of news from countries as: 
diverse as Poland, Indonesia, Panama, 
Pakistan and the Philippines, ranks as | 
gross interference in their internal af- - 
fairs by a foreign media group in the pay 
of a foreign government. 
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stis not easy nowadays to interview the 
M august and imperial Singapore Prime 
Minister Lee Kuan Yew. I have there- 
;| fore reconstructed an imaginary inter- 
¿view with him covering topics such as 
the merits of preventive detention, 
whether Asians are smart enough to be 
trusted to decide their own destiny, and 
whether communists who do not believe 
in democracy are entitled to democratic 
` fights. 

Lee Kuan Yew's "replies" are taken 
from the speech he delivered in the Sin- 
gapore Legislative Assembly in Sep- 
tember 1955 when the chief minister of 
that time, David Marshall, was pro- 
posing the Preservation of the Public 
Security Bill — a milder version of the 
current Internal Security Act of Singa- 

.|. pore, which allows detention without 
» trial, 

The order in which Lee delivered the 
speech has been changed in some cases 
to suit the needs of the “interviewer” 
but otherwise every word is reproduced 
as it appears in the official records. No 
doubt the British colonialists of those 
days — Singapore did not become self- 
governing until 1959 and independent 
only in 1965 — kept meticulous records 
of the Hansard so that one day they 
would come in useful to interfere in the 
internal affairs of Singapore after inde- 
pendence. Now for the interview: 





Prime Minister, do you not think that 


An interview with 
the young Mr Lee 





done in some other 
name, itis wrong. 


Such a revulsion against 
arbitary arrests are 
common in the Western 
countries, which inci- 
dentally are decaying 
morally compared with 
righteous Confucian 
countries such as yours. 
But do you think these 
concepts will work in 
Asia? 

... these are funda- 
mental beliefs. They 
may or may not work in | 
Asia, that no one can | Leein 1962. 
say. But one can say 
this: one must have the courage to make it 
work, to try it; for if it cannot work, then 
the alternative is one of constant sup- 
pression the end of which no one knows. 





But surely we cannot extend the princi- 
ples of democracy to its opponents, such 
as the communists? 

If we are to survive as a free demo- 
cracy, then we must be prepared, in 
principle, to concede to our enemies — 
even those who do not subscribe to our 
views — as much constitutional right as 
you concede yourself . . . to go on 
blindly in the hope that some how or the 
other suppression can prevent latent so- 
cial, economic and political discontents 





in some cir- 
cumstances it will 
be necessary to 
detain without 
trial persons who 
want to under- 
mine democratic 
systems and that 
this is something 
that People’s Ac- 
tion Party (PAP) 
has to do to 





quee 
€ , . . to go on blindly in the hope 
— that some how or the other 
—suppression can prevent latent 
- social, economic and political 
-discontents from manifesting 
-themselves and disrupting the 
structure of society is a piece of 
folly to which my party does not 
En - subscribe. 


from manifesting 
themselves and 
disrupting the 
structure of so- 
ciety is a piece of 
folly to which my 
party does not 
subscribe. 


But how is one to 
deal with armed 
communist sub- 








safeguard the E: 

` welfare of the majority of Singaporeans 
and to preserve democracy? Surely, 
such measures carried out by a govern- 
ment such as that of Singapore, known 
worldwide for its integrity, cannot be 
called totalitarian? 

If it is not totalitarian to arrest a man 
and detain him when you cannot charge 
him with any offence against any written 
law — if that is not what we have always 
cried out against in fascist states — then 
what is it? I am sure the minister for 
communications will be the first to say 
that is what is wrong with communist 

$ states. Then what is done in the name 
E LU democracy is right. When it is 











! version that is 
still present in the jungles of Southeast 
Asia? 

Sir, no one denies that there is com- 
munist terrorism or subversion. When 
any “ism,” be it communism or fascism, 
resorts to violence or terror it must be 
resisted. But we are at the same time 
being asked to believe in democracy. 
We say we believe in democracy be- 
cause it is more liberal and a more 
civilised way of life. We say we dislike 
communism because, under that form 
of government, they have arbitary pow- 
ers of arrest and detention without trial. 
They have, what we fortunately so far 
have not got here, arbitrary powers of 




















physical liquidation without trial. So for 

over eight years now the British and. 
their friends have gradually worked 

themselves into a frame of mind, when 

in the name of democracy they can in- 

troduce every rule and e order 

which is a complete denial of the basic 

tenets and beliefs of democracy. 





If the motives of those employing the de- 
tentions without trial are not to fight the 
subversives then what is the real pur- 
pose? 

What he [Marshall] is seeking to do 
in the name of democracy is to curtail a 
fundamental liberty, and the most fun- 
damental of them all — freedom from 
arrest and punishment without having 
violated a specific provision of the law 
and being convicted for it. Of course the 
chief minister could quibble and say: 
‘After all it is not punishment; it is not 
imprisonment: it is detention under the 
most benign and kind conditions.' But 
no man should be deprived of his lib- 
erty. 


What do you think is the real effect of 
these draconian regulations? 

These emergency regulations at best 
can only be barbiturates. They numb 
the pain. They full one into a sense of 
security, into an illusion that, perhaps, 
after all the thing that causes the pain is 
not there. But I myself would prefer a 
bold cure. I would take one bold step to 
freedom. . . You may stifle political dis- 
content, but it will come out at some 
subsequent date in a much more viru- 
lent form. 








The writer is a senior Singapore jour- 
nalist for whom discretion is, at pre- 
sent, the better part of valour. 
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about Beauty. 

: Beauty of the sea's endless expartse: y 

Df its patient intermifigling of wind arid sand, | "i | 
water and stone, to form perfectly smooth, 

| rounded pebbles. Beauty enough to inspire Swiss 


master watchmaker Remo Bertolucci to create in 


T homage to Nature a watch he has called PULCHRA - 


| beautiful in Lati 














bs model in the PULCHRA | 


Collection is available in a 










choice of three sizes: womati's, 





intermediate and man's. 
PULCHRA is crafted in steel, 
18 K gold, and steel-and-gold. 
All models can also be fitted 
with a leather strap. 


Jd receive the PULCHRA 
catalogue, we invite you to mail 
your personal or business card to: 
BERTOLUCCI WATCHES, 
HEIWADO TIME 
PRODUCTS LTD., 

902 Tai Sang Bank Building, 
130-132 Des Voeux RD, 
Hong Kong 
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WHAT EXECUTIVES AND THEIR TOSHIBA | 
LAP TOP ALREADY HAVE IN COMMON. 


Independence Toshiba Laplop computers are completely portable functional. Sleekly styled for.maximum portability, Toshiba Lapfops 
and ready for any job, any place. 8 hours battery storage capacity hardened plastic case make them robust and long lasting. 

and easy recharging make Toshiba Laplops ideal for prolonged use 
away from the office. Plus IBM compatability gives an unlimited 
choice of software. : 


Prepared for Action During an overseas trip, the Toshiba fits 
snuggly into an attaché case. And a weekend working can be done 
at home. With advanced features found only on the latest desktop 
Capacity for Hard Work Toshiba Lapfops use their huge memory computers, Toshiba LapTops are the perfect solution for the 
capacities to overcome every problem. Using 35" disks, Toshiba mobile executive. 


Laplops offer a wide range of capacities up to 40 MB. But here's the Big difference Toshiba Laplops weigh as little 


Overall Ability Advanced microprocessors and the latest version — 85 29 kgs which makes them the lightest Laplops on the market, 
MS DOS, mean Toshiba Laptops offer the speed, power and overall Even after prolonged dieting and frequent games of squash there is 
performance of desktop models many times their size and cost. no hope an executive can personally achieve this weight. 


Good Taste and Style Toshiba Laplops are both attractive and 
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| 
: i 
T1000 T1100 | 
MÀ MÀ 
| TOSHIBA T1000 |. T3100 | 
i és eir ui ide t i 
f Microprocessor : 80C88 ; 80286 i i 
| Speed 477MHz | AIBMHz | | 
| Memory on board. : 512KB | 640KB i | 
Power i Rechargeable battery | Replaceable: Rechargeable battery i AC power AC power | i 
| Storage Capacity One 720K FD.D i One 720K F.D.DJ 1 One 720K F DD. £i One (2M FEDD: | 
| i One 20MB HD. | One 20M8 HD p OMB H.D | | 
Weight f 6.4 Lb | 99 tb )onrib 151b PIS. | 
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Exclusive Distributor: l 
[ | Head Office & Showroom: | 
i MF Energy Plaza, 92 Granvite Roed. Tsimshatsu: East, Kowloon = a A, p | hem. | 
| CHEVALIER Te) 3-693783 Telex 57610 COA HX Fax 852.3. 7224833 7 “a ` 
| Hong Kong Showroom: m~ / iid 
i adips Worksende eripi cantes Road C. Hong Kong P 
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Chevalier (OA) Limited 5 * MS-DOS is a registered trademark of Microsoft Corp. y TE 














looking out onto the canals in Amsterdam, the Manhattan skyline, 






These days, you can also enjoy Swiss hospitality 


or even the Great Wall of China. 


This typical: 
clock is a 
distinctive feature 
of Swissótel: 
Hotel Interna- 
tional Zurich, 
Hotel Président 
Geneva, Hotel 
Bellevue Palace 
Berne, Hotel 

Le Plaza Basle, 
Le Lausanne 
Palace, 

Le Montreux 
Palace, 
Amsterdam Ascot 
Hotel, Hotel 

Le Belson Brussels, 
The Bosphorus 
Swissótel Istanbul 
(opening summer 
1990), The Drake 
Hotel New York, 
The Lafayette 
Hotel Boston, 

The Swiss Grand 
Hotel Chicago 
(opening August 
1988), The Swiss 
Grand Hotel 
Beijing (opening 
end of 1989), The 
Crystal Palace 
Hotel Tianjin/PR 
of China, 

The Swiss Grand 
Hotel Seoul, 

For information 
and reservations 
please contact the 
hotel directly, your 
travel agent or 
Swissair/ HORIS. 
Swissótel ~ 

Swiss precision in 
hospitality. 




























Swiss Tourist Association poster: St. Moritz, 1920. 


A tradition long established in Switzerland is spreading throughout the world. In Europe, 


America and Asia, business travelers are discovering the pleasure of being pampered with 
legendary Swiss hospitality at Swissótel. At the Ascot Hotel in Amsterdam, for example, or the 
Drake Hotel in New York. Or at the Crystal Palace Hotel in Tianjin. Doesn't that improve your _ 
prospects of staying with us on future business trips? swissétel £7 p 
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WE DON'T JUST PASS 
INTERNATIONAL STANDARDS. WE SURPASS THEM. 
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Åt Gulf Air, we choose man and machine 
from the world’s best. Then we put both to the 
ultimate test of ability. 

We're internationally known as pioneers of 
excellence. 

Because we insist on the ultimate standards 
of training. And we invest in the best modern 
technology has to offer, to achieve them. 


E Aa 
GULF AR 


SHARJAH * SANAA + SALALAH + RIYADH * RAS AL KHAIMAH + PARIS * NAIROBI - MUSCAT - MANILA - LONDON - LARNACA 


: WVVTVS SH Ava 


* VHOG + VNVHG + NVXHVHG * IHTIG 


Ivana 


LANAJN VAA - 


* ONOM DNOH - 


I 4NVLSI 


- HYGIGdaf - 


+ WOOLAVHN + IHOVMVN 


* LIVAUIN 








L 


@ THE French have a word for it — 
Jacquerie — meaning a revolt by peas- 
ants or farmers — of which there have 
been a rash in Northeast Asia recently. 
Japanese, Taiwanese and Korean farm- 
ers are up in arms about agricultural im- 
ports. In China, the boots on the other 
foot. 

The next montlis will be a testing 
time for the Dengist programme of re- 
forms in China until the new high food 
prices can begin to stimulate agricul- 
tural production. Deng Xiaoping him- 
self was very frank about the challenge, 
telling a visitor (from North Korea, of 
all places) that the price reform was a 
"bold yet risky action," and that he 
often told his colleagues *to be brave 
and not be afraid of risks because other- 
wise, no progress will be made" towards 
China's aim of reaching “developed- 
country status" by the middle of the 
next century. 

The language of Peking today is 
mostly sweetness and light, the vocabu- 
lary of pragmatism and rationality. But 
actions sometimes speak louder than 
words, and China's entry into the major 
league of arms dealers, reported else- 
where in this issue, is causing ripples of 
anxiety in the Middle East and in Asia. 

€ SWEET reason flew out of the win- 
dow when China reacted angrily to the 
international storm of protest against its 
suppression of the demonstrations in 
Tiber. Official statements and diploma- 
tic letters of protest recalled Peking's 
chauvinistic self-righteousness during 
the Cultural Revolution years. The con- 
trast was well illustrated by a poster put 
up by the Chinese authorities after the 
October riots in Lhasa, photographed 
by Mike Theiler: 





€ CHINA'S new brand of entre- 
preneurism generally leads to pleasanter 
prose. Yin Long Ting, the general man- 
ager of a Peking carpet cleaning firm, 
recently circularised potential custom- 
ers in the Chinese capital: 


Dear Sirs, 

Beijing Shuang Xin Service Co. Ltd. 
is a joint venture service enterprise, a 
professional company on clearing carpet 
and all kinds of business of the carpets. 

The aim of our company is “Service 
First. Quality First. Client First. Con- 
tract First." It will be reasonably in 
prices if the promise for long time or 
short will be setted down between us. 
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We shall pay full efforts to serve for you. 
Looking forward to cooperate with 

you, We are. 
Yours truthfully. 


9 TWO new Chinese beverages. The 
first, a tea, purchased in Canton by 
E. A. S. Lidderdale, is the West Lake 
Stop Smoking Tea — or SST for short. 
e brochure in the packet of tea bags 
reads: 


Most people realise that smoking is 
perfectly harmful from day to day. How- 
ever, those who are in the habit of smok- 
ing always have trouble to stop smoking 
uneasily. Now, the SST is for you special 
benefit and makes you to be pleasure . . . 
To drink a cup of the SST insteads of 
smoking, in that case, you will dislike 
smoking, then get fewer and fewer, and 
stop at last . . . The cigarette is never well 
when you drink the SST if you smoke as 
usual. If you can not control yourself but 
continue smoking, you will feel the pres- 
sure on your brow . . . If you don't want 
to smoke after drinking 2 or 3 bags of 
SST, you may also stop drinking SST 
until you think of smoking. It is the best 
results for you to continue drinking SST. 

Please, choose to drink as you like. 


The second infusion, Shuang Liao, 
was bought by Janet Salaff in Toronto, 
and is also helpful to smokers as well as 
to gluttons and, it appears, unhealthy 
monarchs: 


HONEYSUCKLE CHRYSANTHEMUM CRYSTALS 
INGREDIENTS . HONEYSUCKLE CHRYSANTHEMUM 
EY. 


M 

INDICATIONS. ANTIPYRETIC AND — ANIIDOOE 
PREYENTING FURUNCLE. PRICKLY 
HEAT. COLDS. AND PHARYNX 
IMPEDED INDIGESTION CAUSED 
BY EXCESSIVE SMOCKING UNWELL 
KING AND BELLFUL OF ROAST 


MEAT. 
ADMINISTRATIONS: 20G IS DISSOLVED IN 8 
OUNCE BOLED WATER. 
EXPORTED: BY CHINA NATIONAL CHEMICAL 
IMP. à EXP. CORP. HUNAN BRANCH 





€ ANOTHER Canadian customer of 
China products was William Margrett 
who bought a soyabean drink in Lon- 
don, Ontario. It is apparently meant for 
external use at zany meals: 















ABEAN DRINK". 100% vegetal, made of soya and c. 

can be used for instant delicious drink, = — 2 

otein rich. " SOYABEAN DRINK" will be apprecia: 

as by childrens: uus EC eee 
DRINK 


INK" can be absorbed cold or hot. 





olve the content of one. 
one quart of cold or hot 








at 
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€ A MAD Hatter’s Teaparty could 
well be mounted at a restaurant in Can- 
ton spotted by Michael Winckless re- 
cently (he asks whether it could be the 
Chinese equivalent of Surf and Turf — 
or steak and lobster tails?): 


REEE 


CHAY RESTAURANT & BALLAOOM —-— 
ae 






Je X MAG 














@ OTHER signs, spotted during a tour 
of China by Dr Todd Lefkowitz, in- 
cluded an multisyllabic invitation to trip 
through the apple trees, 








. -..anantique shop in Xian, confirm- 
ing that China is “trury” inscrutable: 


... and a restaurant near the Ming 
Tombs, aptly named to welcome the. 
ripped-off tourist: 





€ A COMBINATION of threatening 
language, high prices and modernity is 
to be found on a notice at Peking's new 
golf course, spotted by Philip Neck, 
which puts new meaning into putting: 


ATTENTION 





Dear guests: 

Putting green is now open for yon 
Please fill registration card at 
caddie master office if yon want to 
enjoy it. Fee ¥10 for 30MIN(minmum 


charge) 
COMMENTS 


(1)Don't allow to use our club ball 
when yon do putting in putter 
practise green just by your own. 

(2)Don't to do putting in bunker and 
approach practise. 

For the protect net is not being 
finished So if hurt someone in road 
during you play bunker shot and 
approach practise,our club shall 
not have any responsibility for 
that. 


it. 


Hope everyone take care of 


Thanks Lot 

































On January 1, 1988, Asea and Brown Boveri merged to form Asea 





Brown Boveri, the largest energy engineering company in the world.. 
Together we have an unmatched knowledge of industrial pri 


cesses, from pulp & paper to motor vehicles, from petroc 





to mining and metallurgy. 


tC ering This well of experience, matched with ou 


range of products, systems and services for p 




























and industrial automation, allows us to help industries cut 
costs, increase production, improve quality. 
k For example, processes or entire plants can be cohtielied 
ma e S the supply of electric energy optimized with our computerized 
control systems. 
es Electric energy can be efficiently converted into motive po | 
TO e with ABB drives for different and extremely demanding applica- 
industrial tions. Or into thermal power with our electric furnaces. | 
And tough, monotonous jobs can be carried out with consist- 
ently high precision, with our world-renowned industrial robots. 
To some of our customers, we supply products and systems, to others 
d x total project packages spanning feasibility studies, engineer- 
pro uction ing, installation, after-sales services and even financing. 
We work in close collaboration with clients as well as 
machinery manufacturers, contractors and consultants; with our 
" global organization, we are always at hand. 
fruitful Our century-old reputation for energy engineering continues. 
* . And we are determined to make industrial production fruitful, on 
into the 21st century. 





£ 


Asea Brown Boveri is the world’s leading company in energy engin 
eering. Our business segments are Power Plants, Power Transmis- 
sion, Power Distribution and Industrial Equipment. Other import- 
ant areas include Transportation, Factory Automation and Robotics, 
Environmental Technologies, Instrumentation, Communications 
and Financial Services. The company has 180,000 employees in over 
140 countries and annual sales of US$ 18 billion. 
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ARTS & SOCIETY CULTURE 


Home for Asian emigrants 
is where the art is 


By Alisa Joyce in New York 


galaxy of Chinese artistic stars 

turned out at Lincoln Center's 
Avery Fisher Hall in New York this 
spring to attend a concert of music 
composed by one of their own. The 
voung composer from Peking. Tan 
Dun, whose work was performed by the 
New York City Symphony, was feted 
and congratulated by the black-suited 
and grinning crowd of Chinese musi- 
cians. painters and poets. Amid the 
back slapping and broad smiles in the 
pre-concert milling. there was an atmos- 
phere of community achievement and 
pride. 

The concert itself seemed emblema- 
tic of both the humble successes and 
continuing disappointments that face 
Chinese artists in the West, especially 
the painters, musicians and writers who 
were loosely affiliated with the Xing- 
xing or Stars group which exhibited un- 
Official art on the streets of Peking in the 
late 1970s and came to New York look- 
ing for artistic freedom (REVIEW, 27 
Nov. '86). 

When they first arrived at the begin- 
ning of this decade, these young 
Chinese artists were welcomed with 
sympathy and curiosity at their political 
circumstances, but there were varying 
degrees of critical condescension to- 
wards their artistic efforts. While this 
combination of attitudes prevails, they 
are gradually finding platforms to 
spread their message about Chinese 
modern arts. 

Their message, which seems hard for 
these artists to get across. is that there 
is a genuine modern arts movement 
coming out of China. While thev share a 
desperate eagerness to establish their 
"modern" credentials, many young art- 
ists are still struggling to find a success- 
ful blending of East and West that ap- 
peals to a Western audience. 

Tan Dun's concert was an ambitious 
project and its results were a telling 
example of these frustrations. Consi- 
dered a leading pioneer in the new wave 
of Chinese music, Tan's compositions 
combine traditional Chinese musical 
motifs with Western orchestral techni- 
ques. 

Of Tan Dun's four different works 
performed at Lincoln Center, On Tao- 
ism, featuring professional Hunan opera 
singer Chen Shizheng as the vocalist, 
was the most startling in its expression 
of this combination. As the tuxedo-clad 
vocalist sang his textless hymns to the 
accompaniment of a pristine violin sec- 
tion and bass trombone and bass clari- 


net, the audience reacted with confu- 
sion. 

The confusion was shared by critics 
who questioned why the composer at- 
tempted to bring Chinese and Western 
music together. The New York Times 
music critic Bernard Holland wrote: 
"More often than not it weakens or sub- 
verts — like pouring good wine into 
good beer.” 

Despite the questioning of critics, 
Tan's works have been received with in- 
terest and curiosity by many different 
audiences and composers in the West, 
and he says he is not disappointed but 
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Composer Tan Dun combines East and West. 

















excited. He says he is creating a “new 
language with which both Chinese and 
Westerners feel comfortable.” In this, 
Tan says he is following the lead of 
American composers such as John Cage 
and Philip Glass whose works have been 
heavily influenced by the East. 

The question, he says, is not why 
he does it, but how to do it better. The 
critical judgment of Western audiences 
is limited, he feels, by their ignorance of 
Chinese culture and their inability to 
view his music outside the context of the 
West. Part of his current mission is to 
change the mind of the Westerner. 
“They think China is a desert of modern 
arts,” he complains. 

Tan’s frustrations with the limited 
understanding of Chinese arts in the 











West is echoed in complaints from the 
largest group of emigrant artists, Chi- 
nese painters from the mainland. While 
painters in the traditionalist or realist 
schools have met with increasing com- 
mercial success in recent years, most 
modern and experimental painters are 
still little recognised outside a small cir- 
cle. 

To most of the commercial art world 
in New York, contemporary Chinese 
painting is assumed to be that of the so- 
cial realist school dominant in China 
since 1949. Since the mid-1980s, at least 
three major commercial New York gal- 
leries — Hammer Galleries, Hefner 
Gallery and Grand Central Art Gallery 
— have taken up Chinese realism with 
great success. Chen Yifie, the most suc- 
cessful of Chinese realists in New York, 
has usually sold all his paintings even be- 
fore his exhibitions open. 

"A number [of Chinese artists] have 
understood that the realist technique 
is extremely attractive and saleable,” 
Jonathan Hay, an instructor of Fine 
Arts at New York University, points 
out, "and a very commercial end of the 
gallery world has also realised this." 
Collectors and art buyers have re- 
sponded readily to this kind of art, 
where technical prowess is obvious and 
where the common subject matters are 
endearing and attractive portraits of 
Chinese minorities or family life. 


Te group of more experimental 
artists, including many who origi- 
nally made their mark as “dissident” 
modern artists in the mainland in the 
late 1970s, find themselves competing 
more directly with Western modernists. 
Artists such as Wang Keping, Yuan 
Yunsheng and Yan Li are confronting 
the difficulties of trying to separate 
themselves from Chinese tradition 
while, at the same time, needing to 
exploit the marketing potential of their 
"Chineseness." 

They have been exhibited with 
others in a series of shows in New York, 
at Vassar College, Sarah Lawrence Col- 
lege and Harvard University, but such 
collections have been viewed more as a 
political curiosity than as an artistic 
movement. 

Ethan Cohen, founder of a new gal- 
lery in Soho called Art Waves, says the 
desire of Chinese artists to gain recogni- 
tion as modern artists led him to open a 
gallery to serve as a “home to the avant- 
garde of China." Since opening in May 
1987, the gallery has featured shows of 
what Cohen calls the “most original and 
important Chinese artists." 

These have included sculpture by 
Wang Keping, abstract calligraphy by 
painter Ma Desheng, ink paintings by 
Yuan Yunsheng, new work of painter- 
poet Yan Li, a Chinese garden installa- 
tion by Xing Fei, and, most recently, an 
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Painter Yan Li exploits his ‘Chineseness. ' 














exhibit of conceptual art by Ai Weiwei 

(son of China's most famous modern 

post Ai Qing) called “Old Shoes, Safe 
ex." 

Cohen feels that his artists represent 
the beginning of a new culture from 
China, on the cutting edge of work dis- 
tinguished by its cross-cultural borrow- 
ings. The artists exhibited at Art Waves 
have yet to make a real splash on the 
pages of New York's art journals, yet 
Cohen's persistent patronage gives 
them a consistent platform. 

While Hay admits that the general 
art world has little awareness of Chinese 
modern artists as a group, he says that 
the real excitement at the moment is in 
the development and evolution of their 
art. “They were all affected by the expo- 
sure to Western art since coming to this 
country, and while some are still over- 
whelmed, others are freeing them- 
selves, coming to terms with it and man- 
aging not to be driven by it." 

Xing Fei is an academy-trained Pe- 
king artist whose 


| the field. Her work will be the sole 





Chinese tradition and Western mate- 
rials have impressed many who follow 


representation of the young artists from 
the mainland at a show of five Chinese 
painters at Yale University in April en- 
titled "Continuity and Change." 

Surrealist painter and poet Yan Li, 
like Xing Fei, has begun to look beyond 
the possibilities for quick and easy suc- 
cess in the West. For him, the key is a 
very Chinese insistence on artistic suc- 
cess based on a thorough cultural and 
literary knowledge. In addition to paint- 
ing, he now publishes a quarterly liter- 
ary journal in Chinese called The First 
Line. 

What is most interesting about this 
movement of Chinese experimental art 
in New York right now is a historically 
unprecedented exposure of Chinese art- 
ists to the currents of international art. 
What the result of this new, wholesale 
exposure will be is "totally unpredicta- 
ble," says Richard Barnhart, an art his- 
torian at Yale Univer- 
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Chinese garden installa- 
tion was featured at Art 
Waves. After four years 
in New York, she has 
begun to find a powerful 
new language through 
which to express herself. 
Her garden combines the 
symbols and clichés of 
traditional Chinese com- 


materials of mixed media 
and collage on canvas. 
"When I work on paper 
the art is always there, 
the training instinctual. 
But canvas is a com- 
pletely new language. I 
don't know how to speak 
but I know the vocabu- 
lary," she says. 

Her strong and confi- 
dent inter-minglings of 








‘Rock’ sculpture by Xing Fei. 


sity. “But to see how 
these artists who are 
part of Chinese tradi- 
tion yet deeply engaged 
with non-Chinese ideas 
| develop is very excit- 
ing. 

| Hay expects that, as 
their art matures, many 
of the Chinese modern- 
ists will achieve the ex- 
posure and the critical 
acclaim they now lack. 
But he counsels pa- 
tience: "The best to be 
asked is that they be left 
alone to find their own 
way. If they succeed. 
they should do so by the 
quality of what thev do 
and not be taken up as 
a fashion of Chinese 
art." 
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By Wei Peh T'i in Hongkong 


apes Immanuel Jacobovits, the chief 
rabbi of Britian, represented. the 
last chance for saving the now decrepit | 
but historically imposing Ohel Leah . 
Synagogue. But on 18 May Lord 
Jacobovits decided he could not stop - 
the 86-year-old synagogue's demolition 
making it the latest entry ona long listo 
has-been historic Hongkong buildings 
such as the Kowloon Railroad Station, 
the old Post Office, the Repulse Bay 
Hotel, and an assortment of clan halls 
and temples once scattered about the | 
New Territories. 

For almost a decade, there has been | 
a sputtering controversy over whether |^ 
to save or destroy the stone, turn-of- 
the-century Hispanic style synagogue 
on Robinson Road, halfway up Victoria 
Peak. The controversy has had the typi- 
cal trademarks, pitting preservationists 
against those advocating redevelop- 
ment of the site as progress. But the dec- 
ade-long tale of what to do with Ohel 
Leah has been about much more, rais- 
ing the question of whether the Hong- 
kong Government should have the last 
word over what happens to private 
property. And if the government insists 
on preserving old buildings, who should | 
pay for that preservation? 

By the end of 1987, it was up to the 
Hongkong Government whether the 
Ohel Leah was to be preserved. The | 
government decided it could not over- | 
rule the synagogue's elders, especially | 
the prominent entrepreneur Lord | 
Kadoorie, who insisted on demolition. ! 
Broader issues, government officials | 
said, involving more than the oblitera- 
tion of yet another building of histori- 
cal interest, were at stake. It was dif- 
ficult for the government to justify foot- - 
ing the cost of preserving facilities to D 
which the public enjoys no access. In ad- | E 

| 
| 
| 
| 
| 








dition, at this point in Hongkong's deve- 
lopment, when infringement of private 


| rights is such a sensitive political issue, 


should the government force its will 
upon a group of individuals on the dis- 
position of their property against their 
wishes? 

Jewish traders under the aegis of the 
Sassoons were among the first foreign- 
ers in Hongkong. They branched out 
into banking, property and other enter- 
prises. Thus, though small in number, 
the community wielded considerable 
economic influence. In 1901 the Sas- 
soons donated to the community the 
synagogue and the land on which it 
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Hong Kong, London and Shanghai since 1865. 
Japan since 1866. San Francisco since 1875. 
New York since 1880. The HongkongBank 
group’s experience in the markets of the world 
extends over a century. Its member companies, 
too, have long and distinguished histories in 
their respective markets: James Capel in the 
U.K., Marine Midland Bank in the U.S.A., 
and The British Bank of the Middle East in the 
Middle East. 


This means that through any of our 1,300 
offices in more than 50 countries, you can get 
access to advice from people immersed in those 
markets. 

For more information, contact your nearest 
office of the HongkongBank group. 

Intimate local knowledge. Global perspective. 
A management structure which produces fast 
decisions. That's our strength. 


HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank of Canada 


Wardley * James Capel * CM&M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1987 
EXCEED US$107 BILLION 








ANDERSON & LEMBEE AB STOCKHOLM 


~ Youre looking at 


the very latest in 


telecommunications. 
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1.200 meters high. A scenic section of 


"Switzerland's N2, just before the famed 


St.Gotthard pass. The Swiss can make 
phone calls from here, to anywhere in 
the world, and never talk to an operator. 

Switzerland is installing a cellular 
mobile telephone system. The system will 
permit calling from Basel in the north to 
Lugano in the south and from Geneva in 
the west to Davos in the east. 

Swiss mountainous terrain and its effect 
on radio waves created many challenges 
for our engineers. Fortunately, the prob- 


lems faced were not entirely new: we 
encountered many of them in mountain 
areas in Oman, Malaysia and California. 

You'll find Ericsson cellular systems on 
five continents, in 26 countries. Providing 
service in cities, in the countryside, along 
highways. out at sea, in the desert. Creat- 
ing new user groups and income for tele- 
phone companies. And helping business- 
people work more effectively. 

Cellular telephone systems. The latest 
way for telephone companies and cus- 
tomers to reach new heights. 


ERICSSON Z 


Ericsson Radio Systems AB 
5-164 80 Stockholm, Sweden. Telephone: 446-8 757 0000. 















stood. A plaque at the entrance 
of the synagogue quaintly pro- 
nounces this building “to be A 
House of God erected by Jacob 
Elias David Sassoon at his sole 
expense on the land given 
jointly by his brothers and him- 
self in memory of their mother 
Leah 1902." 

By that time, the Sassoons 
had left Hongkong, leaving 
leadership in community affairs 


as well as control of the 
Synagogue, the land, and 
HKS$4,000 (USS312) in the 


hands of four trustees. Sub- 
sequently, the trustees also ad- 
ministered the Jewish Recrea- 
tion Club adjacent to the 
Synagogue, and the Jewish 
Cemetery in Happy Valley. 
These trustees were Sephar- 
dic Jews from Baghdad. Like 
tribal leaders of the Old Testa- 
ment, they commanded the fol- 
lowing of the community as if 
by birthright. When the trus- 
tees advanced in age, they 
chose their sons and friends to 
succeed them. As time passed, 
the community grew and diver- 
sified when Jews from Russia, 





Ohel Leah Synagogue will be razed. 








decision was overwhelming, 
but not unanimous. Soon, dis- 
senters who had been waiting 
for just such an opportunity to 
challenge the authority of the 
trustees, took their case outside 
the community. A Save-Our- 
Synagogue Committee was or- 
ganised, harnessing support of 
conservationists ^ everywhere. 
Unfortunately for them, finan- 
cial contributions were less 
forthcoming. 

Around this time, conser- 
vationists in Hongkong, con- 
cerned that the territory would 
be stripped of all its historical 
buildings, had finally been suc- 
cessful in convincing the gov- 
ernment to pass the Antiquities 
and Monument (Amendment) 
Ordinance. Under this 1982 
law, the director of municipal 
services may order that a histor- 
ical monument be preserved at 
public expense. An Antiquities 
Advisory Board, made up of 
government-appointed indi- 
viduals considered knowledge- 
able and concerned about con- 
servation, was created to assist 
the government in identifying 











Germany and other countries 
came to live in Hongkong, either as 
settlers or as expatriates on assignment. 
Today, the membership of Ohel Leah is 
approximately 250 families, or, about 
1,200 individuals. Some of the recent ar- 
rivals do not subscribe to the traditions 
that invest authority in a self-perpetuat- 
ing board of trustees. 


he synagogue was designed by the 

architectural firm of Leigh and 
Orange. In the Hispanic style of Jewish 
houses of worship with charming Victo- 
rian touches, the single-storeyed build- 
ing had been planned to seat 250 men in 
the main hall and 90 women single-file 
in the three-foot wide upper gallery. Its 
collection of Torah scrolls, valuable 
both in historical and monetary terms, 
are housed in the apse at the eastern end 
of the building. Theologically, it is the 
‘Skotos of the scrolls that turns the 

uilding into a sanctuary. 

In the eight decades since its con- 

Struction, time and nature have left 


their mark. There are cracks in the. 


walls, and the foundation is believed to 
have become unsafe. The Japanese had 
used the synagogue as a stable during 
World War II. Today, metal bars are 
holding up the gallery while railroad ties 
keep the side facing Robinson Road 
from collapsing. 

Nobody disputes the fact that the 
Synagogue needs extensive repairs and 
renovation. And no one disputes that 
the facilities are over-taxed. The library 
Serves also as storage and the nursery 
shares space with freezers. The recrea- 
tion club, shouldering cost of the religi- 
ous schools, social-welfare programmes, 








Lord Kadoorie against preservation of synagogue. 


the kosher kitchen, and other institu- 
tions that should have been classified as 
religious, cries out for more financial 
sustenance. 

At the end of the 1970s, and again 
in 1986, when land prices soared, prop- 
erty developers made agreements with 
the trustees to re-develop the Robin- 
son Road site. In addition to expanded 
and modernised facilities for both the 
Synagogue and the club, the community 
was to receive a recurrent income to 
enable it to enjoy a modicum of fi- 
nancial security as well. This scheme 
included the demolition of the syna- 
gogue. 

Community support for the trustees’ 
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objects worthy of preservation. 
A number of buildings and sites have 
been saved from demolition, but most 
of them are outside the urban areas. 

When asked for an advisory com- 
ment on the Ohel Leah Synagogue, the 
board split seven votes to six on whether 
to save the syngogue by having it de- 
clared a historical monument. Then, at 
the end of 1987, the secretary of munici- 
pal services announced the govern- 
ment’s decision that the trustees were 
free to go ahead with the re-develop- 
ment of the site. A replica of the 
synagogue, however, must be con- 
structed in its place, with exactly the 
same exterior and using as much exist- 
ing material as possible. 

Conservationists led by a member of 
the advisory board sought redress in the 
courts, making it a legal case of govern- 
ment-appointed advisory board mem- 
bers vs the government. The conserva- 
tionist withdrew their case on the 
day of the court hearing when they 
found their resources too meagre to 
take on the Hongkong Government, 
the synagogue trustees and the property 
developers all at once. 

Meanwhile, Lord Jacobovits was 
asked to make a decision on whether 
to save the synagogue on religious 
grounds. The trustees have said that 
they would abide by the decision of the 
chief rabbi. Dayan Ehrentreu, a judge 
of the rabbinical court, came to Hong- 
kong in April to hear from both sides. 
On 18 May, the chief rabbi ruled that 
there were no religious reasons to m- 
vent demolition as long as a new place 
of worship was found for the congrega- 


| tion. 





FAR EASTERN ECONOMIC REVIEW e 2 JUNE 1988 








WHQUGAN RESIST THE MAGIC 


Sensuously Smooth. Mysteriously Mellow. Gloriously Golden. Who can resist the magic o 
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BUSINESS 


Horatio Alger in Asia 


The Overseas Chinese in Asean: Business Strategies and Management 
Practices by Victor Limlingan. Vita Development Corp., Philippines. US$12. 


N:e sensible account of money-mak- 
ing in Southeast Asia can ignore the 
omnipresent Chinese minority. Ninety- 
five percent of all Overseas Chinese are 
believed to live in Southeast Asia, 
Hongkong and Macau: of this number 
perhaps 65% dwell.in the six Asean 
countries. 

The past and contemporary com- 
mercial importance of the 25-30 million 
Chinese in Asean is enormous, a strik- 
ing achievement when one reflects 
that most of their penniless, labour- 
ing ancestors left Fujian or Guang- 
dong provinces only in the past 100 
years. 
| Understanding that success is why, 

despite flaws that perhaps inevitably ac- 
company the transition of an academic 
thesis to general market book (in this 
case a Harvard Business School doc- 
toral dissertation), Victor Limlingan's 
account deserves a serious reading. The 
flaws result from including too much 
strictly business school material in the 
short (166 pages) book. 

It does attempt rather a great deal: a 
reasonably comprehensive assemblage 
of earlier monographs. and academic 
writing about the Overseas Chinese plus 
an exposition of various business writ- 
ers’ theories about “Chinese manage- 
ment styles." Some of this can be heavy 
going; rather less might have been said 
about hypotheses and "identifying the 
relationships between independent and 
dependent variables," and rather more 
inserted to develop further Limlingan's 
many original ideas about Chinese en- 
trepreneurship. 

Fortunately, these are there in 
plenty. His book explains better than 
any other contemporary account much 
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of the gut thinking behind Chinese 
entrepreneurial decisions. An espe- 
cially interesting passage describes a 
Chinese dislike of sleeping or even 
slumbering capital. 

Limlingan's central premise is that 
special characteristics of both the immi- 
grants (their “Chineseness”) and the 
changing Asean economies (rapid trad- 
ing and commodity development) ex- 
plain the Horatio 
Alger success story. 
There is much debunk- 
ing of much Western 
analysis about the 
“limitations” of 
Chinese commerce. 


For example, Limlin- | and 


gan compellingly ar- 
gues that anti-Chinese 
policies such as the 
1950s’ "Philippines for 
the Filipinos,” and 
Malaysia s and In- 
donesia’s bumiputra 
and pribumi favouri- 
tism, have made possi- 
ble a qualitative leap 
of Chinese business, 
away from the classic 
middleman trading 
role to becoming mul- 
tinational industrial- 
ists. 

The reason behind 
this quite “unintended effect"? Behind 
a front of "native" businessmen, 
Chinese could now begin to receive, for 
the first time, strong business support 
from the state: monopoly licences, as- 
surance against expropriation of infant 
industries and access, via inter- 
mediaries, to many new sources of capi- 


The user-friendly gang 


The Media Lab: Inventing the Future at MIT by Stewart Brand. Viking Penguin, 


New York. US$20. 


L i5 I have become increasingly 
fed up with the sheer stupidity of 
machines. For example, why does my 
VTR let me tape the wrong TV pro- 
gramme? How come I have to tell my 
computer to save what I am writing 
every five minutes? Why doesn't my 
answerphone realise that someone has 
hung up without leaving a message (in- 
stead of blithely recording endless 





"beep-beeps" for me to have to sit and 
listen to)? One of these days; I fume, 
someone is going to come up with 
machines that know what you want 
them to do without you having to spell it 
out for them. 

Happily, as I learned from reading 
Stewart Brand's marvellous new book, 
salvation is at hand. Coming up with 
machines capable of responding obe- 





THE OVERSEAS 
CHINESE IN ASEAN: 
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ictor Simpao Limlingan 































tal. "Indonesia and the Philippines 
adopted a de facto industrial policy for 
the Overseas Chinese,” Limlingan says. 

The author comes from an old 
Filipino Chinese family. He describes 
his book as an effort to “explain how the 
business strategies and. management 
practices of the successful: Overseas 
Chinese firms have bee onan ef- 
fective fit between t onomic envi- 
ronment they opera and the ‘cor- 
porate culture’ that: 
from their own, distinct í 
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company. Telling the 
Overseas Chinese: 
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Practices 


Chinese-based. multi- 
national corporation. 
Thanks to pribumi 
patronage of the high- 
est order, Liem Sioe 
Liongs First Paci- 
fic Group and. the 
Wijaya family's Astra 
_ Group in Indonesia: 
might seem to - 
in the face of th 
VIEWS. 50 S 
Yet the operative word is might: the | 
key issue, one which Limlingan skirts, 
remains the ability of the leading. 
Chinese families to "corporatise" not 
just the operations of a multifaceted 
conglomerate but to institutionalise that 
enterprise so as to survive the demise of 
the founding father. — James Clad 
























diently to their owners’ wishes and 
whims happens to be one of the main 
goals of the 150-odd inventors who | 
work at the Massachussetts Institute of 
Technology's Media Laboratory. Judg- 
ing by the examples given in the book, 
they appear to be very good at it. 

Brand is best known as the founder, 
editor and publisher of the Whole Earth 
Catalogue, the “toolbox for reinventing 
civilisation” that remains one of the 
most purposeful legacies of the counter- 
culture which blossomed during the 
1960s. From January-March 1986 
Brand took what he describes as 
moron’s sabbatical” (because nobody 
his right mind would voluntarily go to” 
Massachusetts during its savage winter) - 
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PEOPLE WHO MAKE 
WASHING MACHINES 


Without getting Dynasty fans 
in à lather, wed like to point 
out those responsible for 
exposing Ms. Collins in her 
true colours. Philips. 

Because when you turn on 
your television set in Heng 
Kong (or almost anywhere 

in the world, come to that) 
youre watching Philips colour 
testing and measuring 
equipment hard at work. 
Philips has been the global 
standard for colour precision 
for as long as people have 
been watching television. 

So it's hardly surprising that 
Philips is involved in the 
production of nearly all colour 
receivers made today. 

The same is true for cameras, 
mixers, monitors, and even 
other manufacturers’ testing 
equipment. 

Jn whichever area of business 
you operate ~ broadcasting, 
advertising, TV set production - 
hotels, airlines, in fact, wherever 
you need high resolution colour 
pictures, Philips can provide 




















tailor - made solutions. 

It's a total solutions approach 
which applies equally to all 
Philips’ Professional Products 
and Systems. 

From integrated business 
communications to analytical 
and medical equipment. 
Starting with expert advice. 
Providing technologically 
advanced products. And then 
following through with superb 
service and maintenance. 

So now you know — whenever 
you see a scarlet women 

turn purple with rage, you 
can be sure Philps had a hand 
in it somewhere. 
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from the Catalogue at MIT’s 
newest and most exciting 
laboratory. 

He went there, he tells us 
in the preface to his book, 
because he was confused. 
"Back in 1968... l'd had a 
clear feeling of the ‘future’ 
and what to do about it. By 
. . . 1985, I had no idea what- 
ever about futures and was 
operating strictly on reflex." 

If someone as well-in- 
formed as Brand was con- 
fused, what hope is there for 
the rest of us? As the world 
becomes ever more digital, 
new technologies keep pop- 
ping up; then, just when we 
think we have got the hang 
of them, they turn into 
something different. For 
example, compact discs 
have mutated into ency- 
clopaedias, floppy disks into 
photographs, and — most 
recently, in Japan — video- 








tapes into magazines. 

The common thread linking these 
mutants is computers (often in the form 
of a single microchip), which increas- 
ingly, in Brand's words, "infest every- 
thing." Once information is inside a 
computer, there is no knowing in what 
form it might come out. “Faced with the 
cacophony of media drift," Brand 
writes, "the policy of the Lab is to seize 
the design initiative — 'invent the fu- 
ture’ — and deliberately turn most 
broadcast media inside out.” 

The Media Laboratory is the brain- 
child of Nicholas Negroponte, its de- 
bonaire 45-year-old director. Negro- 
ponte’s vision is to bring all the com- 
munications technologies — film, tele- 
vision, speech, animation and publish- 
ing, to name but a few — together under 
the same roof where they can interact 
with each other. 

The idea is to develop machines 
which behave more like people. Com- 
puters, for instance, that talk naturally, 
and not like a frog with a sore throat. 
The emphasis at the laboratory is very 
much on interaction with the user — 
"face-to-face communication is a model 
we'd like to see used for computers," 
said Negroponte, who was in Tokyo in 
April to launch the Japanese translation 
of Brand's book. 

One one of a personalised 
machine is an electronic newspaper that 
the Media Lab has developed, which 
has been taught the subjects its reader is 
most interested in and selects its con- 
tents accordingly. If the reader wants 
more information on à given subject, all 
he has to do is ask (by touching the ap- 
propriate spot on the screen) and the 
newspaper obliges. Television can be 
similarly be personalised and watched 
at the viewer's convenience. 

Another of the Media Lab's most im- 
pressive demonstrations is "the conver- 
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sational desktop," a computerised sec- 
retary that, among other things, can 
query callers for specific information, 
pass on spoken messages and schedule 
appointments with other comput- 
ers. 

Beautifully housed in a US$45-mil- 
lion, I. M. Pei — designed building on 
MIT's East Camp, the Media Labora- 
tory claims to have the world's highest 
density of computers. Pride of place 
goes to the US$4 million Connection 
Machine, a revolutionary new type of 
number cruncher whose 65,536 process- 
ors can solve problems that conven- 
tional machines cannot get near. 


he Connection Machine was de- 

signed by Danny Hillis, a former stu- 
dent of Marvin Minsky, one of the found- 
ers of artificial intelligence. Minsky 
teaches at the Lab, as does Alan Kay, a 

ioneer of computer friendliness whose 
ideas led to the Apps Macintosh's 
famous desktop interface. 

With a charismatic director like 
Negroponte and luminaries like Kay 
and Minsky on its staff, the Media Lab 
has no trouble in attracting good 
people. Nor does it have any difficulty 
attracting sponsors from industry. And 
no sponsors are more eager than the 
Japanese, who ee ont says cur- 
rently account for a full quarter of the 
laboratory’s funding. They include 
Asahi Shimbun, Fujitsu, Hitachi, Mat- 
sushita, Mitsubishi, NEC, NHK, NTT, 
Sanyo, Sony, Fukutake (a publisher) 
and Bandai (a toy company). 

The match, when you come to think 
about it, is a natural one: much informa- 
tion is broadcast via consumer elec- 
tronic appliances. “The sad truth is that 
our electronics industry was so preoc- 
cupied with military electronics that it 
let consumer electronics go to seed,” 








| The Media Lab's director Negroponte; Brand: a chronicler of the future. 


Negroponte says. Even today, “Japan- 
ese companies make much more use of 
the laboratory than our American spon- 
sors,” he laments. “And they send us 
their best people.” 

Brand’s book would have been in- 
teresting enough had he confined him- 
self to an account of the marvellous and, 
in some cases, mind-boggling research 
pue on at the Lab. But the book goes 

eyond the world of the Media Lab to 
look at the wider issues of communica- 
tion in *the media lab of the world." 

In this context, Brand points out that 
"the rich human connectivity that the 
Media Lab is inventing towards also 
has harmful excesses waiting to be ex- 
plored. New technologies create new 
freedoms and new dependencies." Im- 
agine that you could programme a 
steady diet of your favourite TV pro- 
grammes non-stop, 24 hours a day. 
Would it be, as Minsky only half jok- 
ingly predicts, “the end of everything?" 

The book predicts that something 
like last 19 October, when robot invest- 
ors brought the New York Stock Ex- 
change crashing suddenly, was bound to 
happen sooner or later. To prevent such 
nasty surprises, Brand suggests that 
"communication ecologists” are re- 
quired. In this context, the Media Lab 
has a vital role to perform: *. . . invent- 
ing 10, 20 years into the future is proper 
conservative behaviour," he writes. 
"[t's a way of probing into the future in- 
stead of lurching there." 

The pace of technological change is 
not slowing down — indeed, if any- 
thing, it is accelerating. "You'd better 
take a firm grip because it's going to get 
worse," Brand said while he was in 
Tokyo in April. How to go about taking 
a grip? The best way I can think of is to 
read this witty, informative and highly 
stimulating book. — Bob Johnstone 
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On April 28, 1988, Peking made public the most important 
concrete development affecting Hong Kong's future yet: the first 
draft of the Basic Law. The Basic Law is the mini-constitution 
that will govern Hong Kong once the Union Jack is lowered for 
the last time on June 30, 1997, and the territory's 5.6 million 
people are looking at it closely to see whether it guarantees the 
precious rights and freedoms spelt out in the Sino-British Joint 
Declaration four years ago. 


This book is the first to deal with the implementation of the 
Sino-British Joint Declaration and the Basic Law. Seven 
prominent members of the Hong Kong community raise critical 
issues for Hong Kong's future that will come under increasing 
public debate as the countdown to 1997 continues. 


The foreword is by David Bonavia, former Peking correspondent 
for the Far Eastern Economic Review and now a columnist for the 
South China Morning Post. Mr. Bonavia is author of several 
books, including Hong Kong 1997: The Final Settlement. 
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The Soviet Union seeks to boost its Asian trade ties 


Moscow looks east 


By Sophie Quinn-Judge in Moscow 

he Soviet Union wants its share of 

the bounty when the Pacific century 
rolls around. The Soviets’ desire to take 
what it considers its rightful place as a 
Pacific nation was signalled by Mikhail 
Gorbachov’s Vladivostok speech of July 
1986. The wish was reasserted with the 
announcement on 25 March that a Soviet 
national committee for Asian-Pacific eco- 
nomic cooperation had been formed. 

It has since been reinforced by the 
presence of a top Soviet foreign policy 
adviser at the sixth general meeting of 
the Pacific Economic Cooperation Con- 


SOVIET TRADE WITH ASIA 











REVIEWTABLE by Andy Tang 


A window on 
the Pacific 


W hen the Pacific Economic Cooper- 
ation Conference (PECC) was 
formed in September 1980, the Soviet Uni- 
on believed it was intended as the fore- 
runner of a military alliance like Nato. 
The admission of China, as well as 
Taiwan, into the grouping in November 
1986 appears to have prompted the 
Soviets to change their minds. They now 
seem more eager to join PECC than to 
enter the Asian Development Bank, 
whose annual meetings they have at- 








ference (PECC) in Osaka on 18-20 
May. This followed barely a month after 
two Soviet bankers attended the Asian 
Development Bank annual meeting 
in Manila as observers. Yevgeny 
Primakov, who attended the PECC 
conference as a guest, made clear Mos- 
cow’s serious interest in joining the 
Pacific grouping and in participating 
more fully in the region's affairs. 

Earlier this year, Primakov, who 
chairs the Soviet economic cooperation 
committee, said that until now it had 
been mainly the Soviet Union's geo- 
graphy that had made it a great Asian 
power. Its Far Eastern region ac- 
counted for a mere 3.3% of total Soviet 
exports in the mid-1980s. And despite 
being rich in natural resources, the re- 
gion had a population smaller than Mos- 
cow's. This was in stark contrast to the 
growth of output and trade of other 
Pacific countries, including its super- 
power rival. "Without developing its 
West, the US would have been unable 
to achieve the position it holds now in 
the world," he said. 

The long-term plan for Far Eastern 
economic development, announced last 
autumn by the State Planning Commis- 
sion, says little about the role of extern- 
al economic links. But Primakov and 
other supporters of economic reform, 
perestroika, believe that the region 
should be opened up “to broad interna- 
tional cooperation." He also advocates 
a "relatively autonomous" participation 
of the Far East in what Soviets call “the 
international division of labour." 


tended several times. They sent a couple 
of state bankers to the latest ADB get-to- 
gether in Manila in April. 

One reason for this is that the ADB is 
a wholly government-run institution, 
while PECC is a much looser group- 
ing, consisting of businessmen and 
academics as well as officials from 15 
member countries from North America, 
East Asia and Oceania. 

The Soviet Union may also believe 
that PECC's importance will grow at the 
same exponential rate as many of its 
members’ economies. And it may be 
easier to join than many other basically 
pro-capitalist organisations, such as the 
General Agreement on Tariffs and Trade. 

In November 1986, PECC put off the 
question of admitting new members for 
three years and told aspirants like the 
Soviet Union, which sent a diplomat to 








The Soviets hope that. economic 
cooperation with Asia will be an engine 
to transform the structure of their trade. 
They hope to reduce:the share of. raw 
materials in their exports and boost the 
export of finished products. In 1987; for 
example, fuel and electricity made up 
46.5% of exports, while machines and 
equipment equalled only 15.5%: 

The urgent need for transforming the 
trade mix has been brought home to 
policymakers by dropping prices for 
fuels and raw materials. In 1986, for the 
first time in many years, the value of for- 
eign trade turnover in rouble terms 
decreased. Although foreign trade vol- 
ume increased by 2%, according to 
Soviet sources, in current prices its 
value fell by 8% . This demonstration of 
vulnerability may have forced the pace 
of change: it was in 1986 that the major 
decision to restructure foreign trade ac- 
tivities was undertaken. 

Moscow has markets for its technol- 
ogy in China and India; in mining, 
hydroelectric power generation, and 
metallurgy, for example, and of course 
it supplies India with military and space 
technology. But there is now a growing 
recognition in Moscow that, in the long 
run, even these markets will be lost 
without a drastic upgrading of quality 
and technology. . 

But translating political will into re- 
ality will not be easy. Talk of decen- 
tralising trade and giving individual en- 
terprises more freedom to deal directly 
with foreign concerns is one thing. Ac- 


tually reorganising and paring down the 


the 1986 meeting, and Chile that if they 
wanted to be considered seriously for 
membership then they should partici- 
pate fully in the various task forces set up 
to explore specific topics. 

The Soviet side has shown the great- 
est interest in the minerals and energy 
group and offered at the most recent 
general meeting to play host in Moscow 
to its members, should they wish to go 
there. The charm offensive already 
seems to have paid off. A Soviet delegate 
attended a meeting of the minerals group 
in Seoul in October 1987. 

Delegates at the Osaka meeting do 
not expect the Soviet Union to gain ad- 
mission at the next gathering of PECC, 


which will be held in Wellington in Nov- |. 


ember 1989. But many believe its entry 
could take place within three years. .. 
— Nigel Holloway 
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d that handles foreign trade 
is another. 

Since the Ministry of Foreign Trade 
(MFT) was closed in January, a new 
Ministry of Foreign Economic Rela- 
tions has been “in formation." The new 
name reflects the Soviet decision to 
broaden its economic ties beyond the 
simple exchange of goods and raw mate- 
rials to include joint production and 
joint enterprise agreements. 

The new ministry should be com- 
pletely organised some time in'June. 
Soviet sources say. However, in the 
meantime. foreign businessmen are 
finding that discussing new projects has 
become more rather than less difficult. 
The ministry's executive management 
has not yet been decided, and the new 
minister, Konstantin Katushev — a left- 
over from the Brezhnev era — has been 
ill almost since he was appointed. 

Some observers worry that the State 
Foreign Economic Commission, a high- 











powered body started in 1986 to help 


| input is obvious: the Soviet Union is | 





streamline trade, will lose its power to 
the new ministry. One Western expert 
sees the rebirth of the foreign trade 
ministry in its new guise as a bad por- 
tent: it may mean that decentralisation 
of trade “won’t get off the ground." he 
said. The final form of the new ministry | 
will be one indicator of how the battle 
for perestroika is going. 





i 
i 
i 
i 





Tu short-term prognosis for eco- 
nomic cooperation with Asian coun- 
tries is guarded. The need for outside 


i 
looking for around Rbl 80 billion | 
(US$134.5 billion) in capital investment | 
to realise its ambitious development | 
plans for the Soviet Far East. The popu- | 
lation of the plan area, which stretches | 
from the east of Lake Baikal to the 
Pacific, is only 8 million. 

To increase the value added of the | 
region's exports will require the recon- 


















struction of its machine-building indus- 
try and the re-equipping of metallurgi- 
cal plants. Foreign partners will be call- 
ed on to supply capital, technology and 
labour. The Soviets say that the bulk of 
investment will come from internal 
sources, but these apparently have not 
yet been identified. The rich potential 
of the Far East is offset by almost pro- 
hibitive development costs — labour 
costs are high and 30% of total invest- 
ment has had to be earmarked for social 
infrastructure. 

Even the streamlining of Far Eastern 
trade in its current form poses a chal- 
lenge. This would require an overhaul 
of existing ministries. These, one Soviet 
specialist told the REVIEW, are firmly 
entrenched. The three major export in- 
dustries — timber, fisheries and non- 
ferrous metals — are controlled by 
three corresponding ministries, all, 
until recently, under the control of the 
MFT. As part of Gorbachov's restruc- 
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By Anthony Rowley in Paris 


Je has shown a dogged deter- 
mination to bring the East Asian 
newly industrialised countries (NICs) 
and other emerging economies. into 
dialogue, rather than confrontation, 
with leading Western countries. These 
efforts began to bear fruit during the an- 
nual ministerial meeting of the 24-na- 
tion OECD in Paris on 18-19 May. 

So too did Australia's attempts to 
mediate between the warring factions of 
the US and the EC on the critical ques- 
tion of agricultural trade reform. But 
the Paris meeting also gave voice to new 
fears that protectionism might be as- 
suming a wider dimension through re- 
gional trading blocks or “fortresses.” 

Japan, in particular, is concerned 
that the proposed European Single 
Market of 1992 (REVIEW, 5 May) and 
the recently completed Canada-US 
Free Trade Agreement should develop 
“in accordance with international rules 
and disciplines,” as a Ministry of For- 
eign Affairs source put it. Yet, Japanese 
Foreign Minister Sousuke Uno's re- 
quest for the OECD to examine the 
global implications of such groupings 
did not receive a warm welcome in 
Paris. 

Likewise, Australian Foreign Affairs 
and Trade Minister Bill Hayden's warn- 
ing to the foreign and finance ministers 
of the leading industrialised countries 
that they could not afford simply to 
*buy time" in dealing with fundamental 
economic problems, did not go down 
well. A certain amount of complacency 
and self-congratulation at the meeting 








Joining the rich man's club 


Japan urges dialogue between OECD and East Asia's NICs | 


| and private-sector representatives now 
envisaged falls some way short of earlier 











contrasted sharply with the continuing | 
deep uncertainty in financial markets | 
outside. | 
What is likely to mark the meeting | 
out as a success, however — apart from 
the breaking of the deadlock on agricul- 
ture — was the general acceptance that 
more advanced developing countries 
should be brought into some sort of di- | 
rect dialogue with the OECD as a | 
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whole, rather than being subject to bila- 
teral attacks for their economic success 
and closed economies. 

Japan has been pushing this idea for 
some time within the OECD, and while 
the "seminar" of government officials 


calls for a separate "Pacific OECD" 
(REVIEW, 31 Mar.), it still represents a 
breakthrough. The OECD has tradi- 
tionally been a sort of rich man's club, 
with Japan as an honorary Western 
member. But now the richer of the de- 
veloping countries are to get a hearing. 


n OECD working party is to study 

how this can be achieved and, as 
the organisation's Secretary-General 
Jean-Claude Paye made 
clear, the dialogue will 
not be restricted to East 
Asian NICs. Nor, accord- 
ing to US Treasury Secret- 
ary James Baker, have 
any limits been set on 
the scope of the discus- 
sion. 

The wording ofthe final 
communique from the 
OECD meeting was vague 
on the form of dialogue en- 
visaged. Japanese Foreign 
Ministry sources in Paris 
said, however, that Tokyo 
had received sufficient 
support from the OECD to 
push ahead with its own 
Ue for a seminar of 

ast Asian NICs and 
others. Tokyo would be 
happy to host this gather- 
ing, Japanese sources 
said. Such a seminar 
| would be under the au- 
spices of the OECD and 
-not of the Japanese Gov- 
ernment. 





87 





—1 





ok 


poer 


A Wite ihoa LEAD LASTEGA EIFIONA DENNE T 









turing drive, these ministries will have 
their personnel cut back — the Ministry 
of Fisheries was expected to announce a | 
20% staff cut in May. But there are no 
signs that they will lose their stake in the 


export trade. 

puces new committee appears 
to be looking for ways to bring in- 

creased flexibility to Asian cooperation. 

One possibility for cutting back on red 

tape isto expand the role of Dalintorg, the 





Far Eastern trade organisation which | 
handles border and coastal trade with | 
China, Japan, North Korea and Viet- | 
nam. Dalintorg's share of Soviet-Japan | 
trade is only 5% at the moment, and the | 
border trade with China, though grow- 
ing, remains comparatively small — 
around Rbi 50 million worth in 1987. 
The non-convertibility of the rouble 
is another obstacle in the path of the 
Soviet Union's economic integration 
into the Pacific region. This is a particu- 








lar problem when it comes to creating 
foreign joint ventures. Although con- 
vertibility is a long-term aim, it will 
not be achieved for at least 10 years, 
probably not before the turn of the cen- 
tury. 

The first hurdle, convertibility 
within the Council for Mutual Eco- 
nomic Aid trading bloc — encompass- 


ing nine of the Soviet's allied nations — | 


should be passed in a few years, and 


| may be followed by “external converti- 


bility.” This would be a formality to 


help the Soviets meet the conditions of | 


membership in the IMF, according to 
Brookings Institute economist Ed 
Hewett. Not until the Soviets complete 
their price reform in 1991 will it be pos- 
sible to determine the real purchasing 


power of the rouble. Full convertibility | 


will not be contemplated until the coun- 
try has developed a "competitive base 
of industrial exports," the vice-chair- 
man of the State Foreign Economic 








Commission, Ivan Ivanov, told US busi- 
nessmen in April. 

What this means for foreign invest- 
ors, of course, is that hard currency pro- 
fits from joint ventures are not guaran- 
teed. Moreover, Japanese businessmen 
have complained that the Soviets tend 
to overprice theircontributions of equip- 
ment and other inputs to proposed joint | 
ventures. So farthe onlyjoint venture with | 
India is the Delhi Restaurant in Mos- | 
cow, with a hard currency dining room | 
where credit cards are happily accepted. | 

The Soviet interest in joint ventures | < 
is to boost exports and gain access to | = 
new technology. Moscow still insists that | 
| 
| 
| 
i 
| 


a considerable percentage of produc- 

tion be sold abroad. But there are signs 

that it will be flexible in individual cases | 
and that the rules will evolve, “Proba- | 
bly, local authorities will take steps to | 
create afavourableinvestmentclimate," | 
one academic told the REVIEW. "Some | 
bureaucrats understand this need." | 











Canadian Secretary of State for For- 
eign Affairs Joe Clarke was the only 
non-Japanese representative specifi- 
cally to welcome the initiative in Paris. 
He added that Canada would be PE 
to “co-sponsor” a seminar. Clarke 
suggested that Malaysia, Indonesia and 
Thailand be included in the dialogue, 
though Japan, while agreeing on 
Malaysia and Thailand’s participation, | 
appears tọ believe that Indonesia might 
not yet be sufficiently far advanced 
economically to join in. 

According to the eas delega- 
tion, the seminar should be only the first 
of a series of meetings ultimately lead- 
ing to a continuous and more formal 
dialogue with the OECD. Although the 
content of these discussions has yet to 
be decided, Baker's insistence in Paris 
that the East Asian NICs must liberalise 
their exchange-rate regimes and trade 
policies, provide access to their capital 
markets and be prepared to make re- 
forms in areas such as taxation, provides 
a strong clue to the debate. The Japan- 
ese, for their part, appear confident that | 
bringing the NICs and other countries | 
into dialogue will eventually result in 
the policy reforms desired of them by 

Western countries. 
i Japan, which has emerged as a cham- 


pion of the NICs and semi-NICs — as |. 
part of its wider dipomatic initiatives in | 


East and Southeast Asia — is insisting 
| that these are “sensitive” subjects which 
need careful handling. That did not stop 
| others from criticising the NICs in Paris. 
For example, EC Commission presi- 
dent Jacques Delors said the NICs 
needed to join the “adjustment club,” 
i and Baker insisted that the NICs are 
| now “players” and must abide by inter- 
national rules. 

Japan, however, appears deter- 
mined to avoid criticism of the NICs and 
to offer a statesmanlike understanding 
of their problems. “We have to increase 





Breakthrough on 
farm subsidies 


ne tangible result of the OECD 

meeting was to break the danger- 
ous deadlock which had developed 
between the US and the EC on the 
crucial question of reforming farm- 
subsidies and supplies. This deadlock 
has been stalling progress in the cur- 
rent Uruguay Round of interna- 
tional-trade talks being held under 
the auspices of General Agreement on 
Tariffs and Trade. 

The deadlock essentially has been 
between short- and long-term ap- 
proaches. The US wants a long-term 
approach whereby. all agricultural 
subsidies would be phased out by the 
year 2000; the EC insists on a short- 
er-term approach which concentrates 
on removing specific price and other 
distortions gradually — without a 
deadline. 

After much tension and disagree- 
ment, the OECD ministers finally 
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year's OECD ministe 
This, in turn, means that they 
be able to agree upon a co 
proach by the time of the 
review of the Uruguay | 
held in Montreal in Decei 
An OECD report monit 
gress in agricultural mark 
trade was published to coi 
the ministerial meeting this 
report noted that there had 
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escalation of present tensio 
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countries] and to improve their chan- 
nels of communication and confidence 
building," a Japanese aide said. He 
noted that an informal dialogue at this 
stage would “make it easier for Taiwan 
[which is effectively barred from most 
international organisations] to send 
people." 

He noted too, that Japan had under- 
taken to provide as open a market as 
possible to absorb goods from its Asian 
neighbours as well as to supply them 
with capital and technology to aid their 
development. These assurances were 
conveyed to China, Hongkong, Singa- 
pore and Indonesia by Uno shortly be- 
fore the OECD meeting. The aide 
noted that Uno had remarked: “Let the 
wind from this region bring about a free 
and outward-looking attitude in the 
conduct of global trade." 

Japan obviously does not expect 
such attitudes to prevail in Europe after 





















OECD countries and for the rest of the 
world. A Japanese Government source 
said that the OECD had promised “to 
look at this on its future agenda," 
though the secretary-general insisted 
that his conversation with Uno had been 
about "fortresses" in general and not 
about particular regional groupings. 


H e conceded after the meeting, how- 
ever, that it should be the responsi- 
bility of both the OECD and the Gen- 
eral Agreement on Tariffs and Trade to 
“make sure that these [special] relations 
between [groups of] countries do not 





jeopardise the progress of free interna- 
tional trade." The US, meanwhile, 
claimed to be happy that Europe will 
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ENERGY 


By Jonathan Moore in Taipei 


pposition by environmentalists and 

growing doubts about the Taiwan 
Power Co.'s management capabilities 
have prompted the Taiwan Govern- 
ment to postpone indefinitely the con- 
struction of an NT$150 billion (US$5 
billion) nuclear-power plant. The pro- 
ject, planned as the centrepiece of a cap- 
ital development programme, had been 
seen as a crucial test of the viability of 
nuclear power in Taiwan. 

The state-run utility has faced 
mounting criticism from all sides in re- 
cent months. Public opposition to the 
| plant boiled over in February when re- 
ports of frequent leaks of radioactive 
material into the atmosphere focused 
attention on mismanagement at Tai- 
power's three existing nuclear plants. 
Legislators and the press joined an en- 
raged public in calling for an investiga- 


discipline and security at the plants. 

Meanwhile, the Control Yuan, the 
watchdog arm of the Legislative Yuan, 
Taiwan's parliament, has been inves- 
tigating Taipower over allegations of 
top-level corruption involving pur- 
chases of exorbitantly priced coal from 
US suppliers. The power company has 
also been sued by the Taiwan Consum- 
ers’ Foundation for selling contami- 
nated scrap metal for reuse in industry. 

In response to the growing public 
pressure, Fu Tzu-han, the chairman of 
Taipower, told parliament on 21 March 
that the proposed plant would be post- 
poned until public fear of nuclear power 
had been allayed. 
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Nuclear shutdown 


Public outcry forces Taiwan to shelve construction of power plant 


tion into the incidents and for improved | 


However, Taipower executives are 
convinced that a fourth plant is an es- 
sential part of Taiwan's long-range 
power development strategy. Thev say 
that if it is not built, Taiwan will be faced 
with a severe power shortage just when 
it can least afford it. 

Taipower planned to build the fourth 
plant at Yen Liao, a northeastern coast- 
al fishing village. The project included, 
in its first stage, two nuclear reactors 
| with generating capacity of 1,000 mW 
each. Four reactors would eventually be 
built. Taiwan's three existing nuclear- 
power plants each have two reactors but 
their capacities vary. 
| Nuclear energy currently supplies 
| 49% of Taiwan's peak power load of 
| 10,000 mW. A Taipower projection 
| 








shows that load doubling by the year 
2000. 

i Taipower’s president, J. H. Chen 
| said: “Our peak-load growth rate is still 
| quite high. It grew 12.3% last year, and 
| this year it will grow another 8%. The 
fourth plant is necessary for the long | 
term." 

Without the fourth nuclear-power 
plant's first two reactors, Taiwan will 
have to build four extra coal-fired 
plants, each with generating capacity of 
| 550 mW, to meet demand, according to 
| projections. by Taipower. Fourteen 
coal-fired generators are scheduled for 
construction or are already being 
built. 

Taipower says the aim of the govern- 
ment is to ensure that Taiwan's power 
supply is derived from a diversity of 
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not become more protectionist after 
1992, and Australia seemed scarcely 
aware of any threat from that direction. 

One positive indicator in Paris was 
the acceptance by all the OECD coun- 
tries that they themselves need to make 
the sort of micro-economic reforms 
which industrialised countries have long 
been urging upon the developing world. 
Apart from agricultural reforms, the 
OECD countries committed them- 
selves to reducing industrial subsidies, 
improving the “flexibility” of their la- 
bour markets, reducing distortions in 
their tax systems and generally liberalis- 
ing their markets. 

Micro-econonmic reform has be- 
come the buzz phrase for increasing 
growth within individual OECD coun- 
tries now that the scope for further 
macro-economic reforms (involving 
trade and capital movements between 
countries, for example) is proving to be 
limited. 











The threat of a recession was some- 
thing clearly in the minds of OECD 
ministers, as was the unspoken fear of a 
further stockmarket crash if the system 
proves to be incapable of dealing with 
the huge capital movements which ex- 
change-control freedoms have engen- 
dered. Just why last October’s Black 
Monday did not have a more serious im- 
pact upon the international economy 
was something which ministers were at a 
loss to explain. 

They appeared equally unable to 
offer any assurances that inflation will 
not accelerate dramatically in the wake 
of the me surges in domestic money 
supplies. The surges have taken place in 
those countries whose central banks 
have been forced to sell their own cur- 
rencies in return for official dollar-sup- 
pon operations. These are all things 
ikely to preoccupy the heads of govern- 
ment at their annual summit meeting in 
Toronto in June. oO 




















no: Asian assurances. 








energy sources. The fourth nuclear 
plant is necessary to maintain the com- 
pany's 25-30% reserve capability to 
avoid power shortages, it says. Taiwan 
now uses between 64% and 67% of its 
total generating capacity. 

George Hsu, an energy economist at 
the Chung Hua Institute for Economic 
Research, an influential government 
think-tank, agrees that Taiwan must 
plan for significant power load increases 
in the next 20 years. He and other 
economists believe that such projec- 
tions are difficult to assess, but that re- 
gardless of the numbers there are other 
ways besides nulcear-power generators 
of meeting that demand. 


i su and other economists have stress- 
ed that Taiwan has a long way to go 
in implementing effective conservation 
measures. “Taipower has never consi- 
dered conservation as an alternative to 
creating energy," says Edgar Lin, an en- 








vironmental scientist at Tunghai Uni- 
versity in Taichung. "Where they have 
done it, they've done it half-heartedly. 
Taiwan cannot allow energy consump- 
tion to increase at will." 

Taiwan industry, which uses about 
75% of Taiwan's power output, is gen- 
erally hugely inefficient in its energy 
use. Nuclear-energy economists familiar 
with Taiwan's power needs believe that 
with an effective conservation program- 
me and co-generation of power through 
the use of exhaust steam at industrial 
factories, Taiwan would be able to meet 
projected power requirements. 

The use of some simple conservation 
measures could help save as much as 
20% of the industrial sector's power 


consumption, says Lin, providing 
surplus capacity to satisfy demand 
growth. 


Taipower officials maintain that nu- 
clear energy is the cheapest form of 
power for Taiwan. “A nation which 








Taiwan nuclear-power plant: mounting criticism. 
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lacks natural resources, the way Taiwan 
does, should use nuclear power as much 
as possible,” said Lin Eng, a Taipower 
vice-president. 

Environmentalists argue that nu- 
clear power could put Taiwan’s energy- 
dependent industrial system at risk be- | 
cause of the greater likelihood of un- 
scheduled shutdowns. With half of 
Taiwan's power supplied by just four 
nuclear plants, each plant shutdown has | 
a disproportionate impact on power | 
supply, and the consequences could be | 
costly. 

Other countries, such as France and 
Belgium, have high concentrations of 
their power load in nuclear power — 
70% in France in 1986 and 67% in Bel- 
gium — but the number of nuclear 
plants is much greater. Taiwan, with 
4476, is fourth in the world for depen- 
dency on nuclear energy. 

Taipower forecasts show nuclear 
powers share of total energy output 
falling to 38% by the year 2000 — a level 
which some physicists consider to be 
still too high. 

They say that Taiwan is technologi- 
cally ill-equipped to handle an industry 
as complex and as potentially dangerous 
as nuclear power. The island, which has 
a population of over 19 million in an 
area the size of Belgium, is too small 
and too crowded to accommodate 
adequate evacuation procedures in the 
event of an accident. In addition, there 
is no safe place to store the nuclear | 
waste. | 

Environmentalists have blocked 
construction of a fourth nuclear plant 
before. In 1982, the project was shelved 
for economic reasons because of an eco- 
nomic slump and reduction in power 
use. It was resubmitted to the Executive 
Yuan for approval in 1984, but public 
opposition again stopped it from going 
ahead. Now, the project has been halted 
for a third time. fa] 
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ECONOMIES 


Living on borrowed time 


World Bank urges donors to step up aid to Indonesia 


By Michael Vatikiotis in Jakarta 


B recent years, World Bank annual 
reports on Indonesia have combined 


harsh facts about the present with | 


soothingly optimistic projections for the 
future. This year, however, the bank 
finds the country's mounting debt bur- 
den — now the largest in Asia — hard to 
dress up in anything other than stark 
terms. It predicts that Jakarta's external 
debts will soar to over US$60 billion by 
the year 2000. 

Projecting a total debt for US$50 bil- 
lion in 1988-89, the report predicts that 
debt-service payments will rise by an es- 
timated 33% between now and 1990. 
Only expected growth in non-oil ex- 
ports will allow the debt-service ratio to 
fall from its estimated peak of 40% this 
year to 35% by 1990, says the report. 

All the multilateral agencies have in- 
sisted that Indonesia faces no im- 
mediate need to reschedule the debt. 
But the bank's report makes it clear that 
the debt-service ratio would be ad- 
versely affected "if the external envi- 
ronment was less favourable than pro- 
jected and if Indonesia were unable to 
mobilise the projected levels of official 
assistance." 

For this reason, the bank urges the 
14 countries of the Inter-Governmental 
Group on Indonesia (IGGI), due to 
meet in The Hague in June, to increase 
the level of assistance to Indonesia in 
1988-89 to US$3.6 billion, 13% more 
than was pledged last year. The bank 
calculates that Indonesia's borrowing 
will be 30% up on the past three years, 
at US$7.8 billion. But despite the stress 
on programme aid and local-cost financ- 
ing in the IGGI package, disbursement 
remains a problem. Sources say that at 


least US$800 million of last year's IGGI | | 
f Te report stresses that continued ex- | 


pledge has not been taken up. 

On the possibility of debt manage- 
ment, the report argues that the scope 
for major gains is limited in the short- 
term by uncertainties in world financial 
markets. But it suggests that in the 
medium-term, “a stronger debt-manage- 
ment capability could provide the gov- 
ernment with added protection against 
unexpected external shocks.” The 
bank’s careful wording barely disguises 
what is clearly a very precarious situa- 
tion, diplomatic sources say. 

Jakarta recently sought some debt 
relief from Japan. Over 40% of In- 
donesia's debt is yen-denominated, and 
between 1985 and 1987 the appreciation 
of the yen against other currencies 
added US$9.3 billion to the outstanding 
debt burden. But sources say the Japan- 
ese have been reluctant to give away too 
much and have only promised a soft 















loan similar to last year's US$900 mil- 
lion concessionary loan. 

On the export front, the report high- 
lights the estimated 40% nominal in- | 
crease in non-oil export earnings in | 
1987-88, which brought in an estimated | 
USS9.4 billion in additional revenue. | 

| 
| 


| 
| 
| 
| 
| 


The strength of non-oil exports together 
with demand restraint on imports, was, | 
the report says, responsible for much of | 
the 3.7% growth in GDP during 1986-87 | 
and the reduction of the current-account | 
deficit from US$4.2 billion (6.2% of | 
GNP) in 1986-87 to an estimated US$2 | 
billion (3.1% of GNP) in 1987-88. How- | 
ever, some economists say it is difficult | 


i 


to see how the bulk of this growth could | 
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have come from anywhere but the ag- 
ricultural sector. 


pansion of the manufacturing base 
away from a dependence on oil hinges 
on sustained and effective trade and in- 
dustrial policy reforms. But whereas 
last year the bank was more critical of | 
the slow pace of deregulation of the | 
country's high-cost economy, this year | 
the message to donors is that measures | 
introduced since 1985 are beginning to | 
show results. As further encourage- | 
ment, the bank is providing a loan of | 
US$300 million to support the program- | 
me of policy reforms. 
The report adds, however, that de- 
| 

i 

| 





spite "improvements," the regulatory 
environment in Indonesia remains 
"complex and often daunting to existing 
enterprises and new investors." Key 
areas of improvement suggested are the 
roper implementation of reforms, the | 


urther simplification of licensing pro- 
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One area where the bank clearly ex- 
pects a greater capacity to generate rev- 
enue is in the non-oil tax sector, Here, 
despite reforms, the report says that In- 
donesia lags significantly behind com- 
parable Asian countries. Tax com- 
pliance is the major problem, with only 
65% of those liable for income tax and 
44% of those liable for corporate in- 
come tax on the government’s books. 

Unusually, the report devotes an en- 
tire chapter to environmental concerns, 
a reflection of recent pressure on the 
bank to incorporate environmental is- 
sues into its operations worldwide. But 
there is little doubt that Indonesia, 
which is heavily dependent on its natu- 
ral resources as a source of revenue, ur- 
gently needs to inject more conserva- 
tion into its development strategy. The 
report criticises current forestry man- 
agement practices, for example, and 
states that the country’s stock of 114 
million ha of forest is being destroyed at 
arate of 900,000 ha a year. 

Curiously absent in this 
report is any comprehen- 
sive discussion of regional 
development strategy. Yet 
there is said to be mount- 
ing concern within the 
government . about . the 
equitable distribution of 
growth. Just how urgent a 
consideration this has be- 
come is demonstrated by 
recent data on income dis- 
parities between Java and 
the outer islands. Whereas 
in 1976, per capita con- 
sumption in the outer is- 
lands exceeded that of 
Java, by 1987 Java's was 
25% higher than the outer 
islands. 

Overall, the report is 
not as strongly worded as 
that of last year. Djisman Simanjuntak, 
an economist from the Centre of 
Strategic and International Studies in 
Jakarta, questions, for example, 
whether deregulation and the drive to 
boost non-oil exports can alone release 
the country from its debt trap. "Exports 
are imperative to maintain the balance- 
of-payments position, but as an engine 
of development; the export sector has 
little impact on the employment situa- 
tion, and we have to rely on other 
means," Simanjuntak told the REVIEW. 

Some economists would like to see 
the government encouraged to abandon 
its current insistence on balanced, es- 
sentially ‘contractive budgets, which 
they see as a constraint on investment, 
in favour of more deficit spending. But 
according to Simanjuntak, lending in- 
stitutions like the World Bank prefer to 
see Indonesia as a model debtor nation, 
and there is certainly no indication that 
the government is about to reschedule 


the debt. ü 
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. WORLDWIDE COMMITMENT 
TO MOBILE COMMUNICATIONS 





okia-Mobira designs and manufactures cellular 
mobile telephones, wide area pagers, and cord- 
less telephones. What unites these business 
areas is Nokia-Mobira's worldwide commitment to 
mobile communications, to supplying products and 
services that give the user greater mobility. Nokia- 
Mobira is an international company, serving custom- 
ers in 24 countries. 





Main business areas 


Cellular Mobile Telephones 

The production and marketing of mobile tele- 
phones account for the lion's share of Nokia-Mobira's 
turnover. The market leader in Scandinavia, Nokia- 
Mobira has a strong position in Western Europe, 
North America and Asia. The company’s share of the 
world cellular telephone market is over 13 percent. 





The Messenger 

Nokia-Mobira makes pagers for wide area paging 
networks in Scandinavia, France, Austria, Taiwan and 
North America, and operates Cue Paging, the most 
,.. comprehensive paging network in the USA. 





SEK-EXACT A GREY 


Cordless Convenience 

Nokia-Mobira has introduced an analog cordless 
telephone, and is engaged in the development of digi- 
tal cordless telephone technology. 





Part of Nokia Group 





Nokia-Mobira is part of Nokia Group, whose oper- 
ations in telecommunications and electronics comple- 
ment Nokia-Mobira's specialization in mobile commu- 
nications. 





NOKIA-MOBIRA : 


for mobile communications 


Nokia-Mobira Oy, P.O. Box 86, SF-24101 SALO, Finland. 
Telephone + 358 24 6101. Telefax + 358 24 610 435. 


Let's keep in touch! 





stablished values. Inspired ideas. 


It is not every day you find a bank that combines 
sound monetary principles with an appetite for 
innovation. 

But then, Banque Indosuez is not an everyday 
kind of bank. 

Their clients rank among the most influential 
corporations and business people in the world. 

Clients who demand a personal relationship 
with a bank that will be as knowledgeable, and 
progressive, as they are. 

After more than one hundred years in 
Asia, Banque Indosuez has a depth of 
experience and a commitment which makes 


them an enduring force in the region. 

And across a network of offices in 65 countries 
they have provided imaginative banking solutions 
for projects as diverse as the Euro Disney venture 
in Europe and the Second Hong Kong Cross- 
Harbour Tunnel Project. 

Consistently producing a performance which 
ensures that they remain leaders in their field. 

Keeping ahead in Asia’s dynamic financial 

markets is a demanding tradition to main- 
tain. 

But for Banque Indosuez, it has always 
been a matter of inspiration. 


BANQUE INDOSUEZ 


Hong Kong Head Office: Alexandra House, 11 Des Voeux Road, Central. Telephone: 5-265411... 
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United’s Royal Pacific Service. 
Of course such attention to detail 

begins on the ground with separate 
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{| | baggage handling. 


On United less is more. 
Because we really know how to 
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We are America’s 
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Off to a flying start 


Tokyo’s rise as an offshore banking market has been spectacular 


By Anthony Rowley in London 


E S growth of Tokyo's offshore bank- 
ing market since its opening less 
than 18 months ago has been remarka- 
ble. Although still well behind the long- 
established offshore lending centres of 
Hongkong and Singapore, Tokyo is 
now a similar size to the six-and-a-half- 
year-old New York offshore market. 

In the process of this rapid growth, 
the Japan Offshore Market, or JOM, 
has developed a symbiotic relationship 
with Hongkong. Nowadays, massive in- 
terbank flows between the two centres. 
Much of the interbank business which 
would previously have flowed between 
Hongkong and Singapore, and to non- 
Asian centres such as London, now goes 
through Tokyo instead. 

This picture emerges from a special 
survey in the latest Bank of England 
quarterly bulletin. The rates shows 
that the Bahamas had ceded the dom- 
inant position as an offshore lending 
centre in 1980 to the Cayman Islands. 
Hongkong is a close second having over- 
taken Singapore. 

But the most remarkable growth has 
been that of the JOM. Launched in De- 
cember 1986, its share of the external 
assets of banks reporting to the Bank 
for International Settlements (BIS) — 
those of all world's leading financial 
centres — reached 5% by December 
1987. This is only two percentage points 
behind the share of New York's Inter- 
national Banking Facilities. 

If the international assets of Japan- 
ese banks other than those in the JOM 
are taken into account, Japan's share of 
total outstanding international assets 
had grown to 18% at the end of 1987. 
The Japanese are getting close to the 
2276 share held by Britain. London re- 
mains the world's largest centre for in- 
ternational banking business, though its 
lead is being eroded, the Bank of Eng- 
land report notes. 

Tokyo's growth as an offshore centre 
is closely linked with that of Hongkong. 
Outstanding lending from Hongkong 
grew from US$38 billion at the end of 
1980 to US$266 billion at the end of last 
year, with most of that growth occurring 
since the latter part of 1986. "The dom- 
inant feature of the past 15 months has 
been interbank lending [from Hong- 
kong] to Japan, which grew from US$27 
billion in September 1986 to US$125 bil- 
lion at the end of 1987," the report says. 

Banks in Japan accounted for two- 
thirds of all BIS interbank business last 
year with most of the business being 
done between Tokyo and Hongkong or 
between Tokyo and Singapore. 

The factors driving this extraordi- 




















nary surge in East Asian interbank busi- 
ness do not appear to be fully under- 
stood even by the Bank of England. To 
some extent they reflect arbitrage be- 
tween (controlled) domestic and (free) | 
offshore interest rates in Japan. Avoid- 
ance of Japanese withholding tax is ap- 
parently also a factor. 

Singapore has benefited from the 
launch of the JOM, but not as much as 
Hongkong. As the Bank of England 
quarterly points out: "Between Sep- 
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REVIEWDIAGRAMS by Andy Tang 


tember 1986 and September 1987, 

total interbank lending from Singa- 

pore grew by US$34 billion com- 
ared with US$81 billion from 
ongkong.” 


able to non-bank financial institutions 
and to business corporations in Japan. 
These borrowed heavily in foreign cur- 
rencies either to finance foreign invest- 
ment or to swap into yen. 

Many of the borrowers appear to - 
have been taking.a (successful) punt on 
the likelihood of a furtherstrengthening 
of the yen, especially against the US 
dollar. The effect of this surge in Japan- 
ese borrowing was to help push up total 
BIS-area bank lending to final users (as 
distinct from interbank business). to 
US$255 billion in 1987 compared with 
US$165 billion the previous year. 

Another factor to emerge from the 
Bank of England bull is the growth 
in yen-denominated lending in recent 
years. Last year, such loans accounted 
for nearly 30% of all new lending. by in- 
dustrial countries, with a particularly 
marked increase in the Euroyen busi- 
ness of banks in Japan. Again this 
was linked partly to arbitrage between 
Tokyo and Hongkong and Singapore. 

The yen has now become the 
third principal currency, behind the 
US dollar and the Deutschemark, in 
which BIS banks' external lending is 
denominated. Last year, the yen 
overtook the Euro Swiss franc and 
the dollar's share fell by six percen- 
tage points. 

There was.a build-up of develop- 
ing-country deposits with BIS-area 
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Az deal of the huge surge in 
global interbank business in recent 
years has been a result of the need to fi- 
nance massive current-account imba- 
lances. Total international interbank 
lending grew from US$231 billion in 
1985 to US$547 billion at the end of 1987. 
The bulk of the lending was cross-border 
in nature. The interbank component 
had shrunk somewhat to 77% of inter- 
national lending by the end of last year. 

Although Japanese banks were 
major lenders in 1987, providing some 
38% of new international lending of 
US$731 billion, Japan as a nation was 
also a major borrower. As the Bank of | 
England report notes: “Japan remained 
in the paradoxical position of being a 
net borrower of funds . . . despite its cur- 
rent-account surplus.” 

Much of the borrowing was attribut- 








(Currency shares of external lending by BIS-area banks) 


Notes: (i) Excludes the lending of the ‘offshore’ 
banking centres for which currency details 
are not available, 
fi) Excludes estimated exchange rate 
effects, 


Source: BIS. 


banks during 1987 as these countries re- | 


versed their traditional role of net tak- 
ers of funds to become net providers of 
funds. The deposits of non-oil *develop- 
ing countries" with BIS banks rose 
by USS24 billion last year, of which 
Taiwan accounted for some US$? 
billion. 7 

This was a measure of developing 
countries’ improved current-account - 
positions (albeit sometimes at-the ex: - 
pense of domestic demand) as well. à 
the fact that they were borrowing less 
from industrial country banks... gy 
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COMPANIES 


By Lincoln Kaye in Dehradun 


C: Satya Pal Wahi has been on a roll 
w ever since taking over as chairman 
of India’s public-sector Oil and Natural 
Gas. Commission (ONGC) in 1981. 
That year, largely thanks to the explora- 
ion and development efforts of Wahi’s 
three predecessors, the Bombay High 
offshore oilfields were just starting to 
yield crude in impressive quantities. Oil 
production has trebled since, and 
ONGC's net income has multiplied 30- 
| fold. 

^: But there have been no major new 
oil strikes comparable to Bombay High. 
To keep production and financial per- 
|. formance rising, ONGC has had to re- 
Sort to ever-more intensive recovery 
techniques and to rush onstream such 
modest new finds as it has managed to 
prospect. 

All this haste, critics charge, may 
come to the expense of the long-term 
health of the basins, which need to be 
ol ey at a steady, even pace to 
achieve maximum cumulative yields. 
Wahi, however, needs fast results: he is 


The downward track 


India's energy giant urgently needs new oil strikes 


| 
| 
| 
| 


already on borrowed time, having wona 
year-long extension (up to December) 
of his chairmanship. 

As jockeying for the succession in- 
tensifies, murmurs about Wahi's al- 
leged “recklessness” increase — all the 
more so since company insiders by no 
means rule out the possibility of yet 
another extension for the 60-year-old 
colonel. 

The charge of short-sightedness is 


| hard to square with Wahi's much-touted 


acumen as a long-range planner. In his 
first year in office, he ordered a 25-year 
conceptual plan — the first such exer- 
cise attempted at ONGC. The plan pro- 
jected that the company would produce 
100 million tonnes of oil and natural gas 
(measured in oil equivalent) by the year 
2005. 


gon, Wahi based his 25-year plan on a 
"swot"  (strength-weakness-opportu- 
nity-threat) analysis of the company's 
position. The swot profile is continu- 
ously updated, according to ONGC's 
























| 
| 
| 
| 
| 


| 
| 


| 
| 


| 
| 


| 
i 
i 
i 
i 


i 
| 
i 
i 
i 





‘Management Services dire ena 
Ramachandran, a former Science Min- 
istry bureaucrat brought in by Wahi 
as strategic-planning chief. 

But the issues highlighted in the 
analysis are not for public consumption, 
she says, adding: “Just make note that 
we use this very scientific planning 
technique.” Ramachandran doubles as 
ONGC's public-relations chief — an ap- 
pointment which highlights the impor- 
tance Wahi attaches to his image. 

Whatever the contents of the swot 
analysis, in foreign exchange-starved 
India, the paramount objectives set out 
in the 25-year plan centre upon energy 
independence: conservation and sub- 
stitution of oil, plus indiginisation of oil- 
field technology; supplies and services. 
Heading the list of goals is petroleum 
self-sufficiency. 

Bombay High seemed, for a while, 
to bring India within sight of that last 
goal. During Wahi’s tenure, Indian oil 
production has gone from just 30% of 
domestic demand to nearly 70% in 
1984-85. But then demand has been 
spurred, in part by President Rajiv Gan- 
dhi’s innovations such as a more liber- 
alised car import policy. The result was 
that demand has outstripped incremen- 
tal domestic supply, bringing the “pet- 
roleum self-sufficiency ratio" back 
down to around 60% . 

Seeing the wave of oil consumption 
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Since it was founded in 1946, the Far Eastern 
Economic Review has been dedicated to the in- 
depth, authoritative analysis of the political, econo- 
mic and financial affairs of every single country in 
the Asia/Pacific region. Boasting a staff of over 40 
full-time correspondents and journalists located in 
every country in the region, the Heview is consi- 
dered to be the leading publication on Asian affairs 
in the world and deemed essential reading for 
Senior executives in business, banking, govern- 
ment and the professions. 


Over 85% of the Review's circulation is on pre- 
paid subscription, and a new survey of Review 
subscribers has just been completed by Interna- 
tional Research Associates (HK) Ltd. 


Heview subscribers are primarily top manage- 
ment individuals who travel frequently, make key 
decisions for their companies and wield enormous 
purchasing power. 


For a complete copy of the Review Subscriber 
Study 1986 please write on your company's 
letterhead to: 


Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review 
GPO Box 160 

Hongkong 
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has ordered the demand tide to recede. 
He had Ramachandran, in an unim- 
peachably well-reasoned (but strictly 
hortatory) paper, spell out India’s op- 
ticns for saving oil, giving priorities to 
its allocation. and substituting alterna- 
tive energy sources. The report also 
recommends establishment of a holding 
company for all energy-related public- 
sector concerns —.a framework which 
would doubtless enchance the already- 
formidable influence ONGC wields by 
virtue of its control of more than 90% of 
India's crude-oil supply. 





Arete theme Ramachandran 
sounds is Wahi's pet project of a na- 
tional natural-gas grid. The logic behind 
this proposed massive investment in 
pipelines seems to be that if ONGC can- 
not produce as much oil as India de- 
mands, then India should equip itself to 
demand as much associated natural-gas 
as ONGC can produce. Neither Wahi 
nor. Ramachandran were prepared to 
project the cost of the idea in interviews. 

Natural-gas reserves crossed the 1 
trillion m? level last year, and pro- 
duction has been accelerating even as 
oil production has been slowing down. 
Under the "low-case" scenario spell- 
ed out in Wahi's long-term plan, 
ONGC's hydrocarbon output would 
comprise as much as 55% natural gas 





that threatens to engulf ONGC, Wahi 











by the year 2005. 

Nor would ONGC 
have the luxury of 
leaving this fuel in the 
ground until the infra- 
Structure was in place to 
utilise it, since much of 
the natural gas is as- 
sociated with oil de- 
posits and comes up at 
the same time. Even 
now, 24% of this as- 
| sociated gas goes to 
waste — though thisis | 
already a marked im- 
provement from the 
41% that had to be 
flared as recently as 
1981. 

So far, the gas has 
been sold to isolated 
industrial customers 





ONGC drilling rig. 
































exchange savings” are 
vast: the transport see- 
tor currently accounts 
for 56% of India’s oil 
demand, But gas-fuel- 
led vehicles are like 
rolling Molotov cock- 
tails, and even a short 
bus ride amply makes 
the point that the 
safety risks are pro- 
hibitive. 

Small wonder that 
bureaucrats in India’s 
Ministry of Petroleum 
and Natural Gas felt 
less sanguine than 
Wahi that the country 
could conserve or sub- - 
stitute its way out of 
oil-dependence, at 
least in the medium 











fertiliser units, | 
power plants, glass factories and paper 
mills. Some is reinjected back into the 
oilfields to propel more oil to the sur- 
face. A new pipeline stretching from 
Gujarat to Uttar Pradesh links several 
i fertiliser plants together and serves 
as a prototype for Wahi's natural-gas 
grid. 

So keen is ONGC to sell gas that it 
has even sponsored pilot projects to 
adapt car engines to run on compressed 
natural gas. The potential foreign- 








term. So urgent does 
the oil search appear to these policy- 
makers that they have finally become 
serious about attracting foreign bids for 
offshore-exploration contracts. 

Two previous contract offers since 
the early 1980s drew just three bids and 
one bid, respectively, due to India's 
stringent conditions, niggardly royalties 
and dim prospects. A third offer had to 
be withdrawn when no bidders at all 
came forward. But slumping oil prices 
have depressed demand for exploration 
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| services and made multinationals less 











finicky about the prospecting jobs they 
will undertake. : 

And just to make sure, India has 
sweetened its terms considerably. For- 
eigners can now enjoy a 60-40 split with 
ONGC on whatever oil is found, plus an 
option to withdraw after the seismic- 


survey phase of exploration if results | 


look unpromising. As a result, contracts 
have already been signed with Shell, 
Amoco, Chevron-Texaco, Interna- 
tional Petroleum and the Broken Hill 
Proprietary Co. of Australia. . 

All this largesse to the oil multina- 
tionals seems to be a sore point around 
Tel Bhavan (the ONGC's headquarters 
building in Dehradun). As to why it was 
deemed necessary to call in foreign help 
on such lavish terms, Wahi snaps "go 
ask the government." He claims, 
though, that it was not just contractual 
sweeteners that drew the bids, but also 
the offshore-prospecting groundwork 
laid by ONGC since the previous offers. 
"We've changed [their view of] the geo- 
logy of the basins." 

Even so, Wahi predicts, foreign oil 
firms are unlikely to spend more in 
India over the next few years than 
ONGC will spend on its own overseas 
operations. That could either mean that 
he expects the multinationals to quit 
early in their explorations, or that he ex- 
pects ONGC’s activities abroad to in- 
crease dramatically. 
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The air-travel boom catches Asian carriers by surprise 


By Michael Westlake in Hongkong 

Az airlines are facing a growing 
Squeeze on seat capacity as regional 

tourist traffic, boosted by a sharp surge 

in the number of Japanese and Taiwan- 

ese travellers, soars. 

The airlines have responded by 
hurriedly increasing the number of 
flights and rejigging schedules. Most 
have new aircraft on order for next 
year. But with the worldwide shortage 
of aircrews and the often lengthy pro- 
cess of negotiating rights for extra ser- 
vices, the seat shortage looks likely to 
continue. 

International airlines enjoyed a 
bonanza last year. The increase in the 
number of passengers was more than 
double that forecast by manufacturers 
and aviation agencies, rising by 13% to 
223 million. Overall load factors were 
about 65-75% . Nowhere was that boom 
more striking than in Asia. 

But success has brought problems. 
The number of passengers has been ris- 
ing faster than the number of seats avail- 
able. The result is that on some routes 
would-be passengers have been delayed 








Exploration-and-development con- | 
tract negotiations are said to be *at an 
advances stage" with Tanzania and | 
Vietnam. With more established pet- 
roleum powers such as Abu Dhabi, 
Bahrain and Iraq; ONGC has so far 
only managed to sell its surveying, con- 
sulting and training services. For more 
comprehensive jobs, the commission 
has approached only India's Third 
World allies, where diplomatic leverage 
and counter-trade arrangements can 
help smooth the way. 

ONGC has been on the receiving as 
well as the dealing end of such “frater- 
nal" assistance. The very establishment 
of ONGC as an independent commis- 
sion rather than a government directo- 
rate is largely due to a recommendation 
by a 1955 delegation of Soviet experts. | 
They convinced the then natural re- | 








sources minister K. D. Malaviya that a | 


multi-basin Rs 300 million (US$22.9 
million) exploration programme was 
feasible in the early 1960s, and that a 
self-contained, fully integrated ONGC | 
was the best vehicle to carry. it out. 
Malaviya himself was the commission's 
first chairman. 

The Soviets have remained active in 
India's oil search ever since, particularly 
in the onshore basins, where their 
technology is “the best in the world,” 
according to Wahi. He has long experi- 
ence of dealing with Soviet technicians, 
having headed such other Soviet-aided 


or even turned away because of lack of 
space. | 

Many carriers have felt confident | 
enough in the future to place orders for 
new aircraft — for expansion and to re- | 
place older models.But these are un- | 
likely to satisfy this burgeoning demand 
for air travel. It takes approximately 
two years to deliver an aircraft, so these 
new jets were ordered on the basis of 
earlier, lower growth forecasts. 

The obvious resort for carriers in 
need of capacity is the secondhand air- 
craft market. But this option is no 
longer readily available because almost 
every large jet which can be put into ser- 
vice is already hard at work somewhere 
in the world. And many airlines which 
were intending to trade in their old | 
equipment for new models are now | 
looking to keep their older aircraft for 
longer as well as adding to their fleets, | 
to bring about faster expansion. 

The boom is continuing, despite pre- 
dictions early this year that traffic | 
growth would fall away to 6-895. In 
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May, the 168-airline International Air | 


public-sector undertakings as the Bok- 


i 1g 
aro Steel Plant and the Bharat Heavy 
Electrical (BHE) works at Haridwar be: 
fore coming to ONGC. 

India and the Soviet Union last vear 
signed a new protocol spelling out the 
timetable for joint exploration and de- 
velopment of the Cambay (Gujarat) 
and Cauvery (southern India) basins. 
With Soviet help, Wahi stresses, on- 
shore production is gradually regain- 
ing its importance in ONGC’s total out- 
put (though it still accounts for just 
about a quarter of oil and a sixth of natu- 
ral-gas production). In energy, as in 
many other technologies, India is 
served by playing off East-West rival- 
ries. 


N°? that the ONGC means to enter 
into long-term dependency on for- 
eign equipment and technology, what- 
ever the source. It goes out of its way to 
buy rigs and drill ships from Indian pub- 
lic-sector behemoths like BHE, Hin- 
dustan Shipyards and Mazgaon Docks. 
Relying on local efforts | increases 
operating and capital costs, Ramachan- 
dran admits, but comprise a part of the 
company's social obligations. 

And besides, ONGC can affort it. 
The company is cash-rich on monopoly 
profits. Although Wahi claims that the 
administered price the government pays 
ONGC for its crude has remained virtu- 
ally fixed throughout his tenure, the 


Transport Association said that the first 
quarter's traffic had jumped 13% over 
1987's first-quarter figures. The associa- 
tion predicted 10-12% growth for the 


| whole of 1988. 


Asia’s air-travel boom has been fuel- 


| led by the fall in the region’s dollar- 


linked currencies. Air fares in local cur- 
rencies have remained largely un- 
changed for some time, and have thus 
been declining in real terms. At the 
same time, personal wealth has been in- 
creasing in many countries. So the scene 
was set for further expansion — and at a 
higher rate than in the rest of the world. 
This has been bolstered by a bargain- 
basement range of packaged holidays 
because of the apparent reduction in 
hotel and other on-ground costs. 

Adding to this impetus, and each 
time catching the airlines by surprise, 
were moves by three countries for a 
mixture of economic and political 
reasons. 

First, encouraged by the high yen, 
Japanese responded in droves to an offi- 
cial effort announced in 1986 to double 
the country's: number. of outbound 
tourists to 10 million a year by 1991. 
Some 6.8 million or 36% more Japanese 
took holidays abroad in 1987 and 8 mil- 
lion are expected to do so this year. 

Then, last year South Korea an- 
nounced it would lift long-standing 
overseas-travel restrictions on its na- 
tionals and saw outbound travel rise to 
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sheer volume of oil and gas it 
can sell in energy-thirsty 
India keeps the company 
awash in liquidity. 

New Delhi, for its part, is 
happy enough to provide the 
necessary project and import 
licences that allow ONGC to 
maintain its dominance on 
the Indian oil scene. Its only 
competitor, the public-sector 
Oil India Ltd, has been active 
mostly in eastern India, 
where it has been bogged 
down by labour troubles and 
logistic difficulties. 

But, in government eyes, 
ONGC is the goose that lays 
the revenue egg. Apparent 
from the Rs 34 billion the 
commission paid out in taxes 
last year, New Delhi also 
reaped the difference between the low 
administered prices it gives ONGC and 
the international prices it charges inter- 
mediate and end-users of petroleum 
products. 

To prime this revenue pump, ONGC 
has been provided Rs 120 billion during 
the current five-year plan (1985-90), 
double its allocation under the previous 

lan. Nor will this sum be drawn direct- 
Ó from government coffers. Rather, 

NGC can use India's excellent credit 
rating to tap the international capital 
markets. 











more than 510,000 people over the year, 
an increase of 1296. 

And, in mid-1987, Taiwan also 
liberalised its travel rules to allow 
single-destination travel to Hongkong 
as well as later allowing family-reunion 
visits to the Chinese mainland. This pro- 
duced a 25% increase to 1.06 million 
local pone departing during 1987 — 
growth which obviously accelerated 
during the year and which is expected to 
continue. 





he effects on the airlines and the 

tourists’ destinations have been 
dramatic. The US, particularly Hawaii, 
is the favoured destination for many Ja- 
panese. But in Asia, Hongkong alone 
experienced a 42% increase in Japanese 
visitors in 1987 — the equivalent of 
more than two full Boeing 747s a day. 
Out of a total of 4.5 million visitors to 
Hongkong last year, 1.03 million were 
from Japan. Thailand received 309,600 
Japanese visitors or a more than 30% in- 
crease, while 541,000 went to Singa- 
pore, a rise of 34%. 

South Korean arrivals in the US in- 
creased by only 6% in 1987. But 48% 
more South Koreans went to Australia, 
31% more to Taiwan, 29% more to 
Thailand, 24% more to Hongkong and 
20% more to Singapore. 

Figures from the Taiwan Tourist 
Bureau show a 14% rise to 295,000 
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Research laboratory: relying on local efforts. 















The commission's debt portfolio in- 
cludes bonds in Deutschemarks, yen 
and Swiss franc floating-rate notes and 
Euroloans. The World Bank, too, has 
pitched in to the tune of US$840 million 
for various exploration and develop- 
ment projects. 

International borrowings, though, 
account for only a small portion of 
ONGC's liquidity. “We meet nearly 
90% of our expenses through internally 
generated resources," Wahi claims. An 
increasing proportion of this money is 
spent on personnel. Staff strength shot 














up by 50% during the first 
four years of Wahi's tenure, 
before levelling off at around 
43,000. And expenditure on 
employees has quadrupled as 
a result of the increasing 
"professionalisation" of 
ONGC's ranks. 

Former chairman N. B. 
Prasad is credited with turn- 
ing ONGC into an “en- 
gineers' company" by recruit- 
ing top technical talent and 
excluding non-essential, low- 
tech functions from the com- 
mission’s in-house organisa- 
tion in favour of outside con- 
tractors. Wahi accelerated 
these trends and enhanced 
staff perks and training. He 
also spruced up the com- 
pany's installations in line 
with its prosperous new image. 

To pre-empt carping, a torrent of up- 
beat press releases gushes forth from 
Ramachandaran’s office, replete with 
jargon and selective statistics. No ex- 
planations needed, Ramachandran says: 
“Just print them as they are — you'll be 
doing your readers service enough.” 
Much of the criticism of ONGC, 
though, originates within its own ranks, 
where there is more frustrated technical 
talent than the commission can accom- 
modate in its rigidly hierarchial topmost 
ranks, o 








195,500 going to f 
Hongkong and only 
7% more or a total of 
164,000 visiting the 
US. But Taiwan’s fig- 
ures only count the ini- 
tial or main destination 
in what often are ex- 
tended trips. Hong- 
kong figures, for in- 
stance, show a 1987 
total of 354,195 visitors 
from Taiwan or a 60% 
increase — equivalent 
to an extra 332 full 
747s during the year. 
The Hongkong 
Tourist Association's 
figures for the first 
three months of this 
year show that the 
surge is continuing: 
Japanese visitors in- 
creased by 27.4% 
over the first quar- 
ter of 1987, South 








Travellers from 
Taiwan to Europe 
and Australia there- 
fore often have to 
travel via the other 
airline hubs. Hong- 
kong enjoys a further 
benefit as the major 
access point for those 
from Taiwan going to 
the mainland for fam- 
ily reunions. 

The airlines have 
responded as best 
they can by adding 
flights and rejigging 
schedules: Thai Inter- 
national, for instance, 
has added 29.6% to 
its available seats over 
its entire system for 
this summer. Singa- 
pore's SIA has also 
added extra flights 
and new aircraft and 
Hongkong-based Ca- 








Koreans by 63.1% 
and those from Taiwan by 89.6%. 

But Hongkong, Bangkok and Singa- 
pore benefit from Taiwan’s political 
situation, which distorts traffic flows. 
Because of various nations’ wish to 
serve the Chinese mainland, the only 
European airline serving Taiwan is the 
Dutch KLM, and there are no direct air 


people visiting Japan, a 40% rise to | links with Australia. 





More passengers, waiting longer. 


thay Pacific Airways 
has added a total of 119 extra flights be- 
tween January and May as well as intro- 
ducing three extra aircraft to its fleet last 
year, with a further three to be added 
this year. 

Virtually every other Asian carrier 
has more new aircraft arriving next 
year. But new machines are not enough. 
The worldwide shortage of aircrew has 
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become a worry for planners, and train- 
ing on new types takes crews out of op- 
erations for weeks on end. 

And the problems of setting up a fast 
response to market forces are not 
merely in-house. Obtaining rights for 
extra scheduled services can take many 
months. Delays are partly because of 
problems between airlines in agreeing 
to a deal, but even more because of slow 
processing of such agreements by gov- 
ernments, which may have in mind 
broader aspects of trade or foreign pol- 
icy than just civil aviation. 

One airline man told the REVIEW 
that part of the reason for the squeeze 
on seats over the past few months was 
the bunching of Christmas, New Year, 
Chinese New Year and Easter holidays 
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lowing the usual troughs to free-up 
seats. 

And, said the source, some routes 
had their own particular problems. Be- 
tween Hongkong and North America, 
for instance, seats are hard to find 
westbound in June and eastbound in 
August, as well as at weekends, but at 
other times there is not often much of a 
problem. 

The routes between Hongkong and 
Australia can also be difficult — talks 
are still going on between aviation offi- 
cials from both sides. However, there is 
disagreement about the equality of the 
deals sought by Cathay and by Qantas. 
In the interim, some temporary addi- 


| tional flights are being operated pend- 


ing the signing of a new air-service 
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at the Singapore-Hongkong route in 
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Whether the additional services al- 
ready in place or contemplated by the 
airlines will be enough to satisfy the 
markets is impossible to say. Airlines 
have been caught with too much capa- 
city in lean times in previous years. 
They are, therefore, reluctant to launch 
into huge purchases on the strength of a 
boom whose longevity may be uncer- 
tain. 

Given fears of a US-led world reces- 
sion, many airline managers lack confi- 
dence in the long-term power of the 
yen. And because of a recent rash of 
privatisations, many airlines face the 
requirement to be answerable to 
shareholders who want full aircraft 





within a relatively short period. This 
sustained a seasonal peak instead of al- 





Singapore, 


agreement. Talks are also due between 
Britain 


generating profits instead of being oper- 
ated as if they were public utilities. — El 





and Hongkong 
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Reform minded 


China’s research projects highlight changes 





By Ellen Salem 


Te list of economic research projects that will be funded 
in China this year highlights the reform priorities of the 
communist party leadership. The projects, which cover the 
myriad of reforms that the country will need to implement if it 
is to shift from a centrally planned to a centrally regulated, 
market economy, will be funded by the National Social 
Science Foundation. 

The foundation was set up in 1986 under the auspices of the 
influential Academy of the Social Sciences in China, which 
serves as a research arm of the State Council. 

Some Rmb 10 million (US$2.69 million) annually has been 
allocated over the next three years for research in 197 pro- 
jects. Of these, 34 are in economics and focus on problems re- 
lated to current and proposed economic reforms. Another 23 
are concerned with issues of world economic development. 

As a whole, the research projects reflect the reform 
priorities of party General Secretary Zhao Ziyang. There are 
no new reforms included in the 








of foreign trade, the development of technology and strategies 
for the import of technology. 

Financial and monetary reform are also covered. Grants 
will be available for research into inflation, financial deficits, 
the accumulation of funds in socialist economic development, 
the coordination of financial and monetary policies, and the 
securities markets. The growing disparities een the coastal 
and inland areas will be the subject of a project, as will rural 
reform and the changing relationship between rural and 
urban areas. 

In general, however, few grants are available for the study 
of rural development. Grain production, it must be assumed, 
will be included in the study on grain prices. By the same 
token, topics for research in the energy and transport sectors 
— where major overhauls are needed — are conspicuously 
absent from the academy’s list of study areas. 

The 23 topics on international economies are as disparate 
as those picked in the domestic sector. Nonetheless, they too 
are in line with reforms already under way or contemplated in 
China. Aside from several rather broad studies of Western 
economies, funds will be granted for the study of a wide spec- 
trum of areas, including the General Agreement on Tariffs 
and Trade, the future of the European Community, privatisa- 
tion, the interaction between market forces and state interfer- 
ence, Western financial markets and the economy of South 
Korea. 





list, though some measures, 
such as privatisation, have not 
received much publicity to 
date. 

It appears as though the 
party leadership has decided 
to dig in its heels and press 
ahead with the major reforms 
that have been proposed — 
and, in some cases, put into ef- 
fect — over the past few years. 
So, for example, three of the 34 
projects studying the domestic 
economy will examine various 
aspects of the reform of state- 
owned enterprises. 

Similar stress has been 
placed on Zhao’s proposed 
formation of an export- 
oriented economy in coastal 
areas. Several grants are avail- 
able for the study of export 
strategy, the structural reform 
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ASIA IN SPACE 
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Cape York countdown 


Australia unveils ambitious proposals for a private spaceport 


By Brian Jeffries in Brisbane 

Australia is pursuing 
an ambitious goal to 
create the world's first 
privately financed 
and run commercial 
space complex — akin 
to a private Cape 
Canaveral — on Cape 
York in the remote north of the state of 
Queensland. 

The project reflects a growing feeling 
that there is room for a new Asia-Pacific 
launch site, which should be able to gain 
a profitable share of the market for 
launching satellites. Such a site would 
eventually be in a position to reap be- 
nefits from the expanding space 
businesses envisaged 
for the 21st century. 

There is, however, 
a large gap between 

ainting this dream in 

road brushstrokes — 
which is about the 
stage at which the 
Australian project 
currently stands — 
and clearly defining 
crucial issues. For in- 
stance, who will be 
the spaceport’s cus- 
tomers and how will 
the infrastructure, 
which is needed to 
transform the dream 
into reality, be fi- 
nanced? 

These are the pro- 
blems that are cur- 
rently being faced by 
two consortiums of 
private companies — the Cape York 
Space Agency Vli and the Austra- 
lian Spaceport Group (ASG), which are 
pursuing the idea. If, either jointly or 
separately, they can come up with 
answers that make commercial sense, 
then it is possible that in three years or 
so the first stakes will be being driven 
into a suitable Cape York site and the 
world's first private-enterprise launch 
site will be on its way. The hurdles in be- 
tween, though, could prove formidable. 

The genesis of the spaceport project 
was a letter written in August 1986, by 
S. S. Schaetzel of the Australian aero- 
space company, Hawker De Havilland, 
to the then premier of Queensland, Sir 
Joh Bjelke-Petersen. He outlined what 
he considered a worldwide need for bet- 
ter space launch sites and suggested 
northern Queensland might prove suit- 
able for one. 

An initial feasibility study conducted 
by the Institution of Engineers, Austra- 
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lia, concluded that the idea might, in- 
deed, have considerable merit. The com- 
mercial-launch business in the West ap- 
peared to be at a crossroads, which could 
present Australia with a unique oppor- 
tunity to develop its own spaceport. 

The January 1986 US space shuttle 
disaster and subsequent temporary sus- 
pension of launch activities by Europe's 
Arianespace after a rocket failure 
brought Western commercial launches 
to a halt. This in turn, resulted in several 
US companies moving into the market 
by offering launch services aboard ex- 

endable rockets. China and the Soviet 
nion also started pursuing the same 
business, offering potential custom- 
scwaismero Ers bargain-basement 
launch prices. In the 
longer term, the deve- 
lopment of the US 
space station planned 
for the mid-1990s and 
the emergence of a 
new generation of 
reusable spacecraft 
inted to new mar- 
ets emerging. 

These develop- 
ments, plus President 
Reagan's decision to 
promote private en- 
terprise in space, 
suggested that there 
might be room for an 
equatorial site in the 
Asia-Pacific region. 
At present, only 
Arianespace is in à 
position to launch 
satellites from near 
the equator, at Kourou in French Gu- 
yana. This is important, because most 
commercial satellites are sent into 
equatorial orbits. Therefore, the nearer 
the launch site is to the equator the less 
fuel is required to get them into the de- 
sired orbit. The savings on fuel, in turn, 
can be translated into heavier payloads. 
The rest of the world's operational 
launch sites lie far north of the equator, 
and pay the price in fuel. 

A launch site on the Cape York 
Peninsula about 12 degrees south of the 
equator would offer advantages almost 
comparable to those of Kourou, as well 
as being able to send payloads into most 
other orbits. Australia also has other 
important advantages — its political sta- 
bility, geographical position within the 
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increasingly prosperous Pacific Rim, 
and the ability to provide the necessary 
sophisticated infrastructure for a 
spaceport. 

In the belief that a cooperative pri- 
vate-enterpise spaceport, involving in- 
ternational partners and offering its 
facilities to the world could attract 
enough business to justify its existence, 
the engineers’ institute recommended 
to the Queensland government that it 
pursue the idea further. 

Additional studies ordered by the 
government basically confirmed the 
conclusions of the initial report. More 
than 60 groups registered an interest 
with the government in the spaceport 
idea, and in February CYSA was ap- 
pointed to act as the chief coordinator 
and asked to produce firm working pro- 
posals that would get the project 
started. Since then, however, the ASG, 
which considers CYSA's visions to be 
too ambitious, has announced that it 
will undertake its own feasibility study 
looking at the prospects for a more 
modest launch site. 

The CYSA consortium of 64 Austra- 
lian and overseas companies, envisages 
a major spaceport, run along the lines of 
an international airport, with compet- 
ing operators sharing the costs of the 
common infrastructure. It is also con- 
sidering creating a small township as 
well as a range of associated industrial 
and commercial developments, such as 
tourist facilities and a space university, 
that would underpin its commercial via- 
bility. The ultimate costs would likely 
run into billions of US dollars. 


he ASG consortium, comprising three 

major Australian companies, Bro- 
ken Hill Proprietary Co., Bond Corp. 
Holdings and Comalco, and US defence 
and space contractor, Martin Marietta, 
are considering more modest goals. 
Their 12-month study is designed to es- 
tablish whether a market exists for a 
smaller launch site, based on the Cape 
York, Comalco-run  bauxite-mining 
town of Weipa and its established in- 
frastructure, which includes a port. If 
this proves to be the case, then a modest 
launch site could be established first and 
then enlarged into a spaceport in step 
with market demand. Of the two, the 
ASG approach appears the more realis- 
tic, if only because the start-up costs 
would be more manageable. 

Both groups are working with the 
blessings of the Australian and Queens- 
land governments, which have created a 
joint working group to which the two 
consortiums will report on their pro- 
gress. In the event of both consortiums 
coming up with workable proposals, the 
working group will choose the one that 
will generate the greatest industrial be- 
nefits for Australia and which involves 
the broadest cross-section of the inter- 
national space community. John But- 


— | ton, the minister of technology, indus- 





try and commerce, however, has made 
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it clear that while the federal govern- 
ment will facilitate any legislation or in- 
ternational agreements necessary to es- 
tablish the project, it will not finance it 
beyond the possible provision of sup- 
porting infrastructure. 

This leaves the two consortiums with 
the basic job of involving at least one 
major manufacturer of launch rockets 
and lining up enough clients with satel- 
lites to make the project a bankable 
proposition. "If we haven't achieved 
something like that in six months from 
now, we could be in trouble," admits 
one executive working with CYSA. The 
most promising prospects would appear 
to be the big-three US commercial 
booster companies — McDonnell 
Douglas, Martin Marietta and General 
Dynamics. Beyond that Arianespace, 
which currently has a large backlog 
of orders, and even the Soviet Union 
and China might be interested in hav- 
ing access to a new equatorial launch 
site. 

At a recent conference in Brisbane 
focusing on the Cape York proposals, 
Glavcosmos, the commercial marketing 
arm of the Soviet space industry, 
suggested it might ship powerful Proton 
rockets to Cape York to launch US 
satellites under Australian supervision. 
This, it reasoned, might overcome US 
objections to US satellites being 
launched in the Soviet Union because of 




















In the final part of the series Asia in 
space, Review correspondents look at 
the prospects for building commercial 
satellite launch sites in the Asia- 
Pacific region and Florida. 

L 





fears that the Soviets would purloin the 
technology. That was probably little 
more than dramatic grand-standing. 
More seriously, McDonnell Douglas 
put a question mark over the poten- 
tial economics of a Cape York launch 
site. 


Ts is a current shift in the launch 
market towards heavier satellites 
weighing 2,000-2,800 kg, with some 
studies estimating that 7596 of all 
launches will be in this category by 1995. 
To accommodate these US launch com- 
panies can either invest in creating more 
powerful rockets to put them into orbit 
from existing launch sites far from the 
equator, or invest in a new equatorial 
launch site from which existing rockets 
would be able to do the job. Ac- 
cording to McDonnell Douglas' cal- 
culations, the bigger-rockets solution 
would probably win because of the high 
costs of building a new launch site and 
the high charges it would have to im- 








] pose, compared to existing facilities, to 


get its money back. 

A more hopeful scenario is that the 
capacity of existing launch sites will be- 
come so saturated that there will be an 
urgent demand for a new equatorial 
site. The trend towards larger multi- 
purpose satellites and the increasing use 
of fibre-optic cables on earth for inter- 
national communications, however, 
could result in the demand for the 
launching of communications satellites 
~ at present about 73% of the commer- 
cial market — to level off in the mid- 
1990s. 

If problems such as these prove in- 


surmountable, Australia may well have | — 
no alternative but to think big in the |. 


long term, but start small. As Jim Mizell - 
of the US-based E'Prime Aerospace, | 
pointed out to the conference, there are 


a number of young companies emerging |. 


in the space business which do net have: 
access to a launch pad. His own would | 
like to manufacture small sounding roc- 
kets, which probe conditions in the 
upper atmosphere, in Australia and 
launch them from Weipa. It is also de- 
veloping a mobile satellite launcher that 
could be used on the same site. "There 
is very little competition for these mar- 
kets," he says. "Using the building- 
block approach is the way to make 
money commercially, rather than by 
spending billions of dollars." oO 
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Tas only one international 
air express company that has more people 
worldwide than any other. DHL. 

Automated dispatch systems mean 
we'll pick up quicker. And that means 
we'll deliver quicker. Wherever you are. 


Because DHL is the largest international 
air express company worldwide. 

Listen to the word on the street. 
Nobody gets your international documents 
and packages there quicker or more reliably 
than DHL. 


NO. 1 ON THE STREETS. 


demum ed 





WORLDWIDE EXPRESS © 


REGIONAL OFFICE TELEPHONE NUMBERS 

Far East: Hong Kong ^ 8642626 * Middle East: Bahrain . 

United Kingdom: London (0 1| 8909393 * U.S A.: (415) £ 

* Southeast Asia/South Pacific: Singapore 4 
10784-38970 + C & S America: Florida 

* Canada: Toronto (416) 6/3 





O * Europe: Brussels 7358 











Fair and travel information, 
admission tickets: 


Australia 
< German-Australian Chamber 
of Industry & Commerce Ltd. 
G.PO. Box 4247 
Sydney, N.SW. 2001 
Tel: 03-5158 26 
Telex: 25 987 GERCOM AA 


Hong Kong 
World Fair Consultants Ltd. 
£r PAC Travel Co. 





Tony Fung, /F Tinta House 


44, Wellington Street 
Central Hong Kong 
Tel.: 5-22 66.46 

Telex: 64 878 PTCLHX 


india 


Messe Frankfurt Representative: 
for India, Vulcan insurance Bldg 


Veer Nariman Rd. 


Churchgate- Bombay 400020 es 
.:222002, Telex: in 142 54 i igec ; 


indonesia E 
PT Citra Harapan Abadi ` 
Permata Hijau 






Tele 46 369 CHAIA ' 
Japan 


Zainichi Doitsu Shoko Kaigisho : 


Central PO. Box 588 
Tokyo - 100 - 91 

Tel.:5 93-18 43 

Telex: J 26 229 GERHAKA 


Malaysia 

German Industry & 
Trade Delegate Office 
10, dnt, P Ramlee 

27 F UBN Tower 


PO. Box 116 8350754 Kuala Lumpur 


Tel.: 238 35 61/62 
Telex: ma 20198 dihtkl 


New Zealand 

Fairs of Europe 

PO. Box 30 76, Auckland 1 
Tel.: 33-039, Telex: 21883 


Pakistan 

Taria Brothers 

Plot No, 29, Sector Nr. 28 
Korangi Industrial Area 
Karachi 14 


Tel: 3104 04, Telex: 27 81 tariq pk 


Philippines 


European Chamber of Commerce 


of the Philippines (ECCP) 
3rd. FL Electra House 
118-117 Esteban Str. 
Legaspi Village, Makati 
Metro Manila, Manila 
CPO. Box 215 Makati 
TeL: 854-747/866-996 
Telex: 66 045 eccpipn 


South Korea 
Korean-German Chamber 
of Commerce and Industry 
C.£.O. Box 4963, Seoul 
Tel.: (021 7 7615 46-9 
Telex: dkihkk 22 640 


Taiwan 
German Trade Office Taipei 
15 Ft. Empire Building 


No. 87, Sung Chiang Road, Taipei 


Tel: 571-9028 


Telex: (00 785) 26 226 gertrade 


Thailand 


German-Thai Chamber of Commerce 
699 Silom Road, PO. Box 1728 


Bangkok, Tel.: 236-4711 
Telex: 82836 GTCC TH 


Organizer's Offices: 

Messe Frankfurt GmbH, 

POB 970126 

D-86000 Frankfurt 1 

West Germany 

Tef: (06921 75 75-0 

Telex: 411558 messe d 
Teletex: 69 97 9510 Messe Ff 
Telefax: (069) 75 75-64 33 
Bix: 219 79 4 


Messe Frankfurt GmbH 
Representative Office 

45 Scotts Road 

Q5.04 Thong Teck Building 
Singapore 0922 

Te 733704 

Telex:56 574 messe a 
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A Dynamic Perspective 


For A Lively Field 






mechanika 


Automechanika '88 is being held under the motto "(after-sales) 


Service keeps things moving”. This goes for your car, your 
business and, of course, yourself as well. There is nowhere offer- 
ing more comprehensive and up-to-date information on garage 
equipment, car parts and - at the “automechanika Akademie" — 
new business ideas. So you can go ahead now and plan 
a business trip to Frankfurt between 13th and 18th of September 
this year, and you won't regret it. Visit the largest inter- 
national trade fair of its kind and you will know what's making 
moves in a field that's on the move sooner than anywhere else. 


Frankfurt 13.—18. 9.1988 






Automechanika '88 





offers the following product 
groups: 

Garage equipment, lifting 
equipment, hoists. 
Diagnostic, measuring and 
test equipment. 

Tools. 


Equipment and supplies for. 


"tire service and vulcanizers; 


Equipment far body and 
spraying work. 

Filling station equipment, 
car-care items, car-wash 
units. 

Business organisation and 


facilities. 


Vehicle parts. 


Car design und tuning 
supplies. 

Auto electrics and electronics. 
Specialist information and 


Services, 
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ATTITUDE AND TECHNICAL EXCELLENCE 
- EQUALLY IMPORTANT IN ACHIEVING RESULTS - 


Kick Orr: That it gave its name to the many sports that declare themselves 
'football' is indicative of two things. 


Firstly, that football (or soccer as we must now specify) is an original sport - 
(referred to in Chinese history as early as 206 BC). And secondly, that all 






forms of football consider their own pre-eminent. 
THe WonLps NuMBER One: Today, soccer is the world’s most 


Although individual. attacking raids 
and the flair of the gifted performer are 
spectacular, it is fair to say that football 
: is essentially a team game. 
Fig. 2: Options for Success, cid THE Team: To score goals, the 
ultimate aim of the game of soccer, accurate passing of the ball amongst team 
members is paramount. Because of this interdependence, a spirit of camaraderie is 
essential to the competitive team. 

Attitude is as important as technical excellence in achieving 
results. By practising a great deal together and learning team skills, the 
team can develop that most rare commodity: confidence in each other. 


For, as in all team endeavour, confidence and competence are two 


sides of one coin. Fig. 3: Play by the Rules. 


The 'team' philosophy has been integral in the ascension of Westpac às 
Australia's world bank. 


To talk trade and project finance, foreign exchange and interest rate risk - 
management, capital and money markets, contact Australia's largest and most 


experienced banking and finance group. 
Westpac 
Australias world bank. 
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Fig. 4: Specialist to the fore, 


Bahrain, Beijing, Chicago, Columbus, Frankfurt, Honiara, Hong Kong, Houston, jakarta, Jersey, 
Kuala Lumpur, Landon, Los Angeles, New York, Port Moresby, San Francisco, Seoul, Singapore, Suva, Sydney, 
pei Tarava Bairiki, Tokyo} Vila, eingion, 


popular football code. It is a game of fluid movements and varied patterns. 























ASIA IN SPACE 


B oth Hawaii and the state of Florida 
in the US are pursuing proposals to 
set up a newcommercial satellite launch 
sites. Their ambitions have been given 
fresh impetus by President Reagan's re- 











In February, Reagan announced a 
new initiative designed to promote a 
strong US commercial. presence in 
space, to assure adequate private 
launch facilities and to create the neces- 
sary technology and human talent to 
bring this about. Part of the new policy 
envisages the government leasing 70% 
of a privately owned orbiting industrial 
space facility suitable for research and 
small-scale manufacturing in the micro- 
gravity of space. Many experts in the 
space business believe that such items as 
life-saving drugs, precision equipment 
and powerful computer chips can best 
be manufactured in space. 

More importantly for the near term, 
Reagan announced that in future fed- 
eral agencies would, as far as possible, 
use private launch services — rather 
than relying as in the past on NASA or 
the Defence Department. He also said 
the administration would consult with 
the private sector on the creation of 
commercial launch sites and their use 











| shuttle 








Space for profits 
The Reagan administration encourages private sector launches 


By Nayan Chanda in Washington and James C. Borg in Honolulu 


created by the shuttle disaster is cleared | 
in the early 1990s. At the moment, 
Arianespace has a backlog of orders 
worth several billion dollars and US 
launch firms have orders. approaching 
USS$IL billion. The demand for com- 
mercial launches is currently run- 
ning at 25-30 a year. 

In Hawati, the gov- 





SKETCH by Morgan Chua 





by the government. 

The initiative was 
designed partly to head 
off the possibility of US 
firms turning to China 
and the Soviet Union 
for launch facilities in 
the wake of the space 
disaster and 
Arianespace setbacks. 
Shortly before Reagan | 
launched his initiative, | 
a state commission on | 
space in Florida recom- 
mended construction of 
a new state-run space- 
port for commercial 
launches in the existing | Wi 
Cape Canaveral com- | 












f Hawaii to launch 
mainly small- and me- 
dium-sized ^. commer- 
cial . and scientific 
payloads. Last month, 
| the local legislature ap- 
| proved the funding for a 
| launch-site máster-plan 
| and an environmental 
| impact study. 
B 
| 

| 





The Hawaii site 
would have advantages 
over a new one at Cape 
Canaveral, because it is 
nearer the equator and 








plex. 

The fact that Florida is already the 
launching base of US space ventures 
gives it an edge over other locations, the 
state’s already heavy dependence on 
this industry has made it prey, however, 
to the boom and bust cycles of the space 
business. By the end of June, the state 
legislature is expected to have consi- 
dered a proposal to provide US$500,000 
to conduct a further feasibility study on 
a spaceport. 

A question hanging over such a pro- 
ject is whether the market will be suffi- 
cient to justify the expense of a new site, 
once the current launch bottleneck 





better suited to placing 
satellites into geostationary orbit. It 
would also be suitable for launches into 
polar orbits. At present, a facility with 
four launch pads is envisaged. They. | 
would be capable of handling large - 
Titan 3 rockets, though most of the [2 or 
so launches a year would be by smaller 
rockets. 

The government hopes that the 
proposed launch site will create some 
4,800 jobs and attract business worth 
about US$200 million a year. The pre- - 
ferred site at Palima Point in the Kau 
area, however, suffers from a lack of — 





| 
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| 
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Independent alternative 


Indonesia aspires to launch its own satellites 


By A Correspondent in Jakarta 
W hen Indonesia’s first communications satellite was 
l 


aunched by NASA in 1976, the nation felt a domestic | 


space industry was beyond its reach. The cost was too high 
and the technology too complex, so Jakarta accepted what- 


ever the US offered. This attitude is now changing. Given the | 


increasing competitiveness of the industry, Jakarta believes it 
is in a position to strike a better deal with foreign space indus- 
tries. 

The idea of establishing a site in Indonesia arose during the 
course of tough and lengthy negotiations last year over the 


launching of Indonesia’s next satellite. The US won the launch | 


contract for the Palapa B-2R satellite in 1990, but only after 
lowering its launch price. It was forced to do this after Indone- 
sian officials visited the Soviet Union, China and Europe in 
search of a cheaper alternative. Jakarta has since let it be 
known that it does not want to be too dependent on the US for 
the building and launching of its satellites after 1990. 
Negotiations on the launching of Indonesia’s future C- 
series generation of satellites — for which Europe’s Ariane- 
space is a strong contender — are likely to involve Indonesia’s 
desire to have its own launch site. “We are looking for 





existing infrastructure to support it. — EJ 


partners to build the launching site," a source in the Telecom- 
munications Ministry told the REVIEW. The issue has already 
been discussed with Arianespace and Japan. 

Indonesia's position on the equator makes it ideal for 
launching commercial satellites into geostationary orbits. The 
island of Waigeo, off the western tip of Irian Jaya, is appa- 
rently being considered as a possible site. The island of Gag 
has also been mentioned. 

B. J. Habibie, chairman of the Agency for Research and 
Application of Technology (BPPT), has been given the task of 
studying the feasibility of a launch site. Habibie, however, 
who is also minister for research and technology, already has 
responsibility for an array of hi-tech projects from aircraft to 
naval frigates, and is apparently reluctant to proceed with the 
idea because of the high cost involved. BPPT, nevertheless, is 
looking into the project on a long-term basis. 

At present, however, Indonesia lacks the skilled man- 
power, especially qualified engineers, needed to undertake 
such a project, even in partnership with a foreign company. 

There have also been reports that Japan is interested in es- 
tablishing a launch site in the Pacific islands nation of 
Kiribati, which is directly on the equator. The idea was pro- | 
posed by a Japanese group, the Pacific Space Centre Council, 
which was asked to produce a formal proposal about which . 
nothing has been heard since. An official of Japan's National 
Space Development Agency also told the REVIEW that it hasno- 
plans to create a launch site in Kiribati. 






































FINANCE 


| The Sunshine fades 


_ Anew audit of Wormald International yields more losses 


By Michael Malik in Sydney 
| A "clarifying" second balance-sheet 
produced by fire-prevention and 
4 protection giant Wormald International 
|. to satisfy the desire for fuller disclosure 
|. of the company's position, has failed to 
make much difference to the general 
Jevel of knowledge. 
^.— At the end of March, under pressure 
from the National Companies and Sec- 
|. urities Commission, Wormald agreed to 
| provide a new balance sheet on its six 
months up to 31 December last year, 
with a commentary on the values in it, 
and to keep the market fully informed 
of any developments. 


including extraordinary items of 
A$255.9 million (US$200.7 million), 
compared with the earlier figure of 


A$54.8 million, with an operating profit | 


of A$18.7 million on total assets of 
A$963 million. 

But opinions are mixed as to 
whether, given the new figures and yet 
another change of top management at 
the company, it is now likely to attract a 
buyer for at least the 23% of its own 
stock which it acquired in a takeover of 
Lee Ming Tee's investment company 
Sunshine Australia last year. At the 


MARKETS 


Rates that go blip in the night 


Malaysia's central bank has a rival in the money market 


By Nick Seaward in Kuala Lumpur 


W hen overnight money-market rates 
blipped sharply upwards to 4.25% 
on 3 May, hardly anyone outside the 
banking community in Malaysia took 
notice. However, money brokers in 
Kuala Lumpur are now beginning to 
wonder whether that one percentage 
point increase was the first sign that cen- 


tral control over interest rates is break- | 
| with the financial system is the much 
Control of the interbank market is | 


ing down. 


normally the preserve of the central 
bank, Bank Negara (BN). However, 
brokers contacted by the REVIEW say 
that the blip on 3 May was caused by the 
activities of a rival unit within the Minis- 
try of Finance — the accountancy divi- 
sion, headed by accountant-general 
Datuk Shamsir bin Omar. 

The brokers also say that the ac- 
countant-general has placed so much of 
the government's funds directly into the 
market now that he, rather than BN, is 
the de facto arbiter of interest rates in 








| Pacific, which, in turn, bid NZ$37 mil- | 
The new balance sheet shows a loss 


time, Australian-Malaysian business- 
man Lee was chairman of both com- 
panies. 

Lee now controls a web of Hong- 
kong-listed companies whose complex 
inter-company relationships is anything | 
but enlightening. His main Hongkong | 
interests are securities trading, share in- | 
vestment, and property investment and 
development. 

One Hongkong-based investment 
company, Wormald Pacific, owns a sec- 
urities firm. Wormald International 
New Zealand owns 42.3% of Wormald 





lion (US$25.7 million) cash in January 
for 49% of Wormald International New 
Zealand. 

A lot of Wormald International's 
problems date from the period of Lee's 
involvement. This started in early 1986 
when he acquired 36% of its shares, and 
lasted until he resigned last December, 
bowing to the clear wish of other direc- 
tors, particularly those from Reil Corp. 
Reil had suffered a massive A$77 mil- 
lion loss on the 17% of Wormald's 
Shares it acquired just days before the 
October stockmarket crash. 

The wholesomeness of the Sunshine 


the country. In the past, most — if not 
all — of the government's funds had 
been placed with BN, which then used 
them to influence the money market. 
Now the accountant-general has only 
M$1.5 billion (US$579.4 million) on de- 
posit with BN, and most of that sum is 
believed to belong to the Employees 
Provident Fund. On deposit directly 


larger sum of M$3.8 billion. 

The sequence and combination of | 
events that led to the sharp increase in 
the overnight rate on 3 May were un- 
usual, according to brokers and not un- | 
likely to re-occur. Two large oil com- 
panies, Esso and Shell, made large roy- 
alty payments to the government on 30 | 
April, which temporarily sucked as 
much as M$500 million out of the mar- 
ket. This was anticipated by the banks, 
which had accumulated sufficient short- 
term papers to discount with BN to 
make upfor the shortage. What they did 








deal has been severely questioned in the 
market. Lee was quoted at the time as 
saying that the Wormald bid for Sun- 
shine was part of his strategy to clean up 
his corporate structure and consolidate 
his interests. 

The price paid for Sunshine's Wor- 
mald shares of A$3.75 compared with 
their present valuation by the company 
at A$2.50, and their market value at 
present of about A$1.80. And these sort 
of losses have now been acknowledged 
in the new balance sheet, prepared by 
Arthur Young, using different proce- | 
dures for dealing with extraordinary 
items than the one the company used in 
its original report in March. Even on the 
basis of the original results, Wormald 
failed to pay an interim dividend for the 
first time in eight years. 





he new losses are primarily because 

of the write-down of the value of as- 
sets, mostly those acquired with Sun- 
shine. For example, the value of the 23% 
of Wormald shares bought from Sunshine 
is written down by A$68.4 million. In its 
report accompanying the balance sheet, 
Wormald attributes some of the differ- 
ences to the time which passed between 
the two examinations, which had made 
it more possible to estimate accurately 
the extraordinary "losses on items of di- 
vestment which were still in train" at the 
time of the first report. 

Among the new items is a write- 
off of A$76 million of “goodwill” 
paid to Sunshine. Other losses appear as 
A$6.6 million in "further provision for 








not anticipate, however, was that the 
accountant-general would fail to re-in- 
ject into the market deposits of M$300 
million maturing that same weekend. 
BN's dealers finally restored order in 
the market by offering three-month 
money at 4.2% to all takers, but brokers 
point out that the central bank could 
only react to the situation rather than 
forestall it. Although there is a monthly 
consultation with BN through the cash- 
management committee chaired by de- 


j puty secretary-general to the Treasury, 


Mohamed Sheriff bin Mohamed Kas- 
sim, no one — least of all BN — is sure 
when the accountancy division is going 
to pull funds from the market or place 
more. To make matters worse, the ac- 
countant-general's M$3.8 billion is scat- 
tered around several banks and finance 
companies. 


Fo the moment, cash shortages of the 
sort experienced on 3 May are ex- 
ected to remain an anomaly. With the 
oans-deposits ratio down to about 
87%, extreme excess liquidity in the 
market is serving to keep interbank in- 
terest rates down to the 3.75-4.25% 
level. However, brokers say that 
inflationary ressures worldwide, 
coupled with higher demand for credit 
within the rapidly growing domestic 
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loss on an abandoned offshore divest- 
ment programme” and A$6.4 million 
for “reversal of net gain on sale of an as- 
sociated company." 

This new balance sheet has been ac- 
cepted by the Australian Stock Ex- 
change. A new chief executive — 
Graham Slee, former chief executive of 
Rheem Australia — was appointed to 
| succeed Reil's Phil Cave, who was felt 
to have a conflict of interests because of 
Reil’s expressed desire to sell its 42% 
share of Wormald. 

Some analysts suggest that a realistic 
asset backing per share for the company 








A$1.80, or even A$2. But others take a 
more bullish attitude and believe that 
Arthur Young has taken an over-cau- 
tious approach, discounting the future 
value of service and maintenance con- 
tracts held by Wormald, for instance, 
particularly one with the Australian 
navy for submarine fire-protection 
equipment. 

But even these optimists confess to a 
feeling that more information should 
have been forthcoming, and assume 
that confidentiality was maintained be- 
cause of pending offers for Reil's 
| shares, Wormald's 23% parcel it holds 
in itself — and must dispose of by Sep- 
tember this year under stock exchange 
rules — and possibly a general offer. 

One major stumbling block to a sale 
is the unresolved future of Wormald In- 
ternational NZ, the sale of which to 
Hastings Deering has been blocked by 
a court challenge by an unidentified 








economy, could cause problems. 

“We are not going to stay in these 
| doldrums forever,” a money manager 
told the REVIEW, “loans will pick up | 
and then interest rate management | 
will be impossible." He noted that 
Malaysia's net prepayment of M$1.1 
billion of foreign debt last vear took a | 
lot of surplus cash out of the market last 
year. Banking circles are now buzzing 
with the news that similar prepayments 
in excess of M$2 billion were made dur- 
ing April this year, bringing BN's for- 
eign reserves down to 








Otherrevenues 
ni 








Less minority interests 





Consolidated operating profit 
attributable to Wormald 
shareholders 





s $ =i] in post-tax profits of associated 
is at about its current market level of || 


companies 








Extraordinary items attributable to | —54,724 
H 





—54,801 





shareholder. It is believed that this chal- 

lenge is being made — by a shelf com- 
| pany registered in the Isle of Man — 
on behalf of one of several possible bid- 
ders for the whole of Wormald. It is al- 
leged that Hastings Deering is a com- 
pany with close ties to Lee, though 


ed to some M$6 billion by September. 
By contrast, BN was out of the inter- 
bank market completely for more than 
two weeks after the foreign-loan prepay- 
ment and is currently estimated to have 
a position of a paltry M$50 million. 
The phenomenon of the account- 
ancy division bypassing BN's money 
managers is relatively new. It began in 
October 1986, when liquidity was very 
tight and the banking system was still 
grappling with a loan-deposit ratio near 
100% . BN reduced the banks’ statutory 





M$IS.8 billion by 16 [gg 
May. compared with 
M$17.8 two months be- 
fore. 

The deposits that the 
accountant-general has 
in the market at the 
moment are relatively 
small, compared with 
November-December 
1987 levels, when some 
M$S billion was esti- 
mated to be out on de- 
posit with financial in- 
stitutions. With the tax- 
porca season only 
eginning. some brokers 
expect that the M$3.8 
| billion will have expand- 








— | 


reserve requirement 
from 4% of eligible 
liabilities to 3.5% and 
the liquid-assets ratio 
from 18.5% to 17%, 
sending money-market 
rates plunging. Anxious 
to take advantage of de- 
posit rates, which were 
| still lagging behind at a 
| higher level, the ac- 
countancy division went 
i behind BN's back and 
| handed bank cheques 
of about M$1.5 billion. 

The Treasury with- 
drew the last of its 
money-market funds 
from BN last vear. Since 
then, the central bank 





WORMALD INTERNATIONAL 
ACCOUNTS IN MARCH . .. 
AND IN MAY 


(Unaudited accounts for six months 
ending 31 December 1987 as prepared 
by the company and by accountants 
Arthur Young) 























Operating loss before 


extraordinary items 749,170 











Extraordinary items 





REWEWYABLE by Ricky Hui 


none has been legally. established. 

Among those rumoured. to be in- 
terested in Wormald are Australian Na- 
tional Industries, competitors Grinnel 
Fire Protection Systems, the US group 
Tyco, and the British. security firm 
Chubb. 





has had to use its own resources to inter- 
vene. Under its current governor, Tan 
Sri Datuk Jaffar Hussein, BN is reca. 
koned to have become much more pro- 
fit-oriented and brokers are fearful that 
if and when the sharp red pressure 
on rates comes, BN will be less inclined 
to "lean against the wind" than before. 
Banking sources close to BN deny 
this vigorously, however, stating that 
while BN is very profit-conscious in its 
forex operations, it remains determined 
to use the substantial means at its dis- 
posal to influence the interbank market. 
Undoubtedly, BN has limitless funds 
to intervene strongly in the market if | 
necessary. But for all its good inten- 
tions, it is clear that since 1986, the cen- 
tral bank has been fighting a losing bat- 
tle to regain the initiative in the inter- 
bank market. The traditional rivalry be- 
tween the central bank and the Treasury 
has seen to that. Apart from the cash 
management committee, there is no 
cooperation. Brokers report that BN 
dealers regularly telephone them, try- 
ing to ascertain the day-to-day inten- 
tions of the Treasury. 
"BN can control the market if it 
chooses to," one broker told the 
REVIEW, the position is manageable at 
the moment as long as there is liquidity 
in the market. 
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History may be bunk in Manila 


@ HOW many among East Asia’s cap- 
ital-market boosters remember the 
Manila bull run of 1987? And how many 
recall the run-up to the run? Academic 
questions perhaps, but in these recent 
weeks of humdrum turnover, when the 
dwindling flock of market devotees has 
turned back to the handful of issues ac- 
counting for nearly all Manila's thin 
trading, a few brokers with a sense of re- 
cent history are predicting that the past 
just might repeat itself. 

Taking the cue, Shroff is mulling 
over the Philippine market today and as 
it was 12 months ago. And, yes, the nor- 
mal turnover in May this year of 20-25 
million shares a day does parallel that 
sleepy time before May 1987, when the 
market suddenly launched into a three- 
month bull run. In just eight weeks that 
surge lifted Manila's composite index 





Long Distance Telephone Co. (PLDT) 
and San Miguel Corp. (SMC), as well as 
on major mining stocks Atlas Consoli- 
dated and Philex. This upswing in late 
April and early May carried over into 
secondary mining stocks, with listings 
such as Apex, Surigao and Manila Min- 
ing also attracting support. But then, for 
no apparent reason, everything level- 
led. Even Atlas, the bell-ringer mining 
stock, was slipping by the end of 
May. 

€ SHROFF has looked at some funda- 
mentals for a few clues about the con- 


trasting market moods of today and 12 | 


months ago. For starters, copper and 
gold prices seem far less likely to move 


upwards now, in contrast to a year ago. | 


Copper now fetches 85 US cents a lb, 
compared with predictions of over 
US$2 a Ib at the beginning of the year. 
This time last year met- 








| Makati Stock Exchange: humdrum turnove 











als were long overdue 
for some kind of correc- 
tion. 


B shares, to which for- 
eign investors are re- 
stricted, has remained 


PLDT: this contrasts 
with the strong interest 
a year ago in this cate- 
gory of stock. The sus- 
tained buyer interest in 
B shares last year was 
evident right across the 
board, with industrials 
and commercials also 
attracting orders 
alongside SMC, PLDT 
and the perennial min- 
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from 550 to over 1,300 points, a strong 
push that rode on the back of trading 
regularly topping 130 million shares a 
day. 

Can it happen again? With due re- 
gard to the boosters, Shroff remains 
doubtful. To be sure, in May 1987 — as 
now — turnover was just ambling along. 
Then, as now, the minerals market (an 
all-important barometer for the Manila 
bourses) had sent various encouraging 
signals, with hopeful oil drillers also get- 
ting the adrenalin flowing. Then, and 
much more now, various signs of a busi- 
ness recovery were evident. Then, and 
again recently, speculators anticipated 
stronger corporate earnings. And in 
both instances they were right on the 
mark. 

So, with many signs looking good, 
why is trading levelling off during May 
1988? The last, most recent upsurge saw 
interest. focusing more heavily than 
usual on the old standbys, Philippine 





ing stocks. 

The more the "repeat performance" 
thesis is examined, the more Shroff 
finds comparisons to last year's boom 
misleading. There are more differences 
than similarities. Last year, for exam- 
ple, excitement about oil prospecting 
rose, almost literally on the smell of an 
oily rag. Just one well was drilling off 
Palawan island then: now there are 
eight, with four more planned. 

But only one well, at North Matin- 
loc, seems a proven find while the drill- 
ing operation in Tarlac has been dis- 
appointing. All in all, the oil seems 
harder to sniff out these days even 
though, in the spectrum of speculative 
minerals, petroleum now seems to be 
the market's main lubricant: oil market- 
leader Oriental Petroleum plus Basic 
Petroleum and Trans-Asia have bene- 
fited from the continuing interest. 

€ ANOTHER clue to the lethargy 


2 


this May lies in the apparent decision by 


Secondly, trading in | 


static in recent weeks, | 
except for SMC and | 
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objects — Manila real estate, govern- 
ment paper or even short-term bank de- 
posits. And few detect much interest 
these days from nearby Hongkong 
Chinese investors. The bigger Hong- 
kong brokerages with branches in Mani- 
la, such as Chin Tung, Dao Heng and 
Sun Hung Kai, are still producing lots of 
solid research papers. But their clients 
seem to be elsewhere. 

In fact, the ho-hum feeling these 
days dates back to December. Average 
market yield stood then at a mouth-wat- 
ering 1.1% and remained static up to 
May. Average price-earnings ratios 
dropped further from December, rein- 
forcing Manila's reputation for cheap 
stocks: from 11.17 in December, the ave- 
rage slipped to 10.45. Cheap, yes, But 
narrowly based also, as usual. 

€ THIS prompts Shroff to another 
flight of fancy. The narrowness of the 
Manila market has characterised trad- 
ing here since the exchange began early 
this century. Today, only 40 of 141 com- 
panies listed enjoy anything approach- 
ing "active trading," while 10 of these 
(ranging from Atlas in top position to 
Philippine Overseas Drilling & Oil De- 
velopment Corp. at the bottom and in- 
cluding SMC and PLDT) still account 
for 95% of all trading. 

Which leads to an obvious question: 
is there any chance that the govern- 
ment’s privatisation drive will result in 
more listings, to spread this thin market 
away from its minerals mania? The most 
important gesture yet in that direction, 
the sell-off of Philippine National Con- 
struction Co., has its listing but remains 
inactive. 

Perhaps the question is misdirected, 
as Conrad Andres of Coyuito Securities 
suggested. A wholesale release of the 
National Development Corp.'s 38 com- 
panies, or of the presidential manage- 
ment staffs stable of 26 firms onto 
equity markets — admittedly unlikely 
— would not find buyers, Andres 
reasons. 

To broaden the market, he reckons it 
is better to entice high liquidity, high 
turnover companies into the public ring. 
Candidates, all of which figure in the 


| country's top 1,000 corporations, could 


include local subsidiaries of Mc- 
Donald's, Néstlés, Proctor & Gam- 
ble, Coca-Cola plus Universal Food 
Corp. and the local fast-food franchiser, 
Jolly Bee. These are counters that small 
investors would snap up, Andres notes. 
Small investors participated in the May- 
July boomlet last year; why not get them 
back with some new issues? Not that 
this will ever happen, Andres hastily 
adds, but it is the sort of move that 
would give share-dealing a broader base 


investors to chase more attractive local | than it has now. 
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A slowdown in exports and industrial 
production. indicates that Hong- 
kong’s economic growth is levelling off 
after the 1985-87 boom. The govern- 
ment forecasts real growth of 5% in 
1988, well below 1987's 14% or the 10% 
in 1986. Private-sector estimates are 
more optimistic, focusing on 7-896. 
Resources are stretched, with full 
employment and rising inflation. The 


basis has already been breached. With 
strong demand and cost. factors of a 
weakening currency and rising real 
; | wages still to be fully felt, inflation could 

| go far above 7%. A cooling down of the 
economy would thus be beneficial. But 
ominously, the medium-term world 
economic climate is looking worse for 
Hongkong. 

Export growth has declined steadily 
since its 40% year-on-year peak in mid- 
1987. Even so, the 3% year-on-year de- 
cline in the value of domestic exports in 
March was an unwelcome surprise, 
since January and February growth had 
been encouraging. Clearly, the abnor- 
mal March figures owed much to the 
seasonal fluctuations of the Chinese 
New Year. 

But exports, the main vehicle of 
Hongkong’s economic growth, should 
regain momentum in mid-year, as US 
consumer spending is. proving re- 
silient. 

Re-export growth is stronger. China 
is aggressively expanding its exports, 





t - 


government forecasts 7% inflation for f 
1988, a figure which on a year-on-year | 











Clouds on the horizon | 


while Hongkong is playing an inter- 
mediary role in the growing volume of 
China-Taiwan trade. For the first time, | 
re-exports in 1988 could account for | 
more than half the total value of Hong- | 


kong's exports. | 
Domestic demand, however, is tak- ! 


(Monthly trade figures and 
year-on-year growth rates) 


40 


10 
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MJJASONDUAF 
1987 1988 
imports. % cha Exports. % change 
on previous “er mH on previous veer 
imports Total exports 
E (HKS billion) (HKS billion) 





Source: Census & Statistics Dept. E 


REVIEWDIAGRAM by Barmy Lee 





B current HK$1,400-1,500. (US$179.50- 










| repeg the local dollar upwards has seen 


pected to rise further in coming weeks. 
| Inevitably, a liquidity squeeze. and 
| higher rates will dampen domestic de- 
| mand. The mortgage rate stands at 


| that a 10% rate would be the psycholo- 
| gical trigger point at which the property 


| and electricity consumption, and in. 
| non-prime industrial-property prices — _ 


ing over from exports as the locomotive 
of economic growth. Retail and prop- 
erty sales are booming. Retail sales in 
February grew 33% year-on-year, and 
by 16% in the quarter to end-February 
(also from year-earlier levels). Con- 
struction activity is buoyant. 
Residential property sales are surg- | 
ing. Prices for new upper-end, mass- 
market accommodation have jumped 
nearly 30% from around HK$1,100 
(US$141) a ft? at the start of the veartoa 


192.30). Property brokers forecast a 
surgetoHK$1,700af?. — 
But a widening trade deficit, rising 





| inflation and a weakening Hongkong 
| dollar have put pressure on interest 


rates — which are rising. The refusal to 


a heavy outflow of speculative money in 

search of another home, and liquidity 

appears to be tightening. — 
Prime now stands at 7.5%, and is ex- 


8.75%, and property brokers reckon. 














market would cool. : Š ; 

Lead indicator data — such as a fall 
in retained imports of raw materials 
and semi-manufactures, orders-on-hand 





all indicate the advent of an economic. 
slowdown. A US recession in 1989. 
would compound this process. ^ ^ ^. 

— Christopher Marchand | 





Net 


Period profit 


Company 


COMPANY RESULTS & 


% change | Dividend 


Turnover onperiod | (prev.) 





Comment 





| -M$9.95m 
| (US$3.9m) 


| | Kuala Lumpur | Y 31 Oct. 


M$74.28m +24.33 nil 


Property/finance firm said lower loan demand, slow real- 
| estate sales, falling rentals widened loss. 





Y 31 Mar. | NZ$181.6m 


| (US$125.7m) 


4 (US$28.8m) | 


n.a. 4.5¢ 


d ! (n.a.) 


| Bank, which is 87%-owned by government, said it has 
Covered all potential loan losses. 





A$56.55m 
(US$43.8m) 1 


(US$875.9m) 


n.a. 


Higher base-metal prices aided net, as did notional A$32.44m 
foreign-exchange gain due to strong local currency. 





| P515.66m 
(US$24.8m) 





P974.51m 


(US$46.9m) | 


] Company said net assets rose to P3.4b (vs P2.7b), while 


per-share earnings were P.0.63 (vs 0.49). 





| A$230.24m 
(US$178.5m) 


A$1.83b 
(US$1.4b) 


New Zealand group net rose 26%, while British operations 
net was A$22m vs A$3.2m. 





HK$5.69m 
(US$729,488) | 


HK$1.05b 
(US$134.6m) 


Debt write-off yielded extraordinary gain of HK$361.7m 


| for Hongkong shípping group. 





Baht 180.3m 


(US$71m) | 


-218 [Bante 3m 7 


(US$34.4m) 


Heavy demand for kraft paper offset by government open- 
ing of market to imports. 





Y 30 Sept. | Rs 70.25m 
‘| (USS4m) 


+279.3 


Rs 656.42m 





(US$37.3m) 1 


| Mili declared highest-ever cash dividend by any listed 
Pakistan firm. Capital spending Rs 49.5m (vs Rs.10.3m). 








| 3031 Mar. A$286.68m 
| (US$222. 2m) 
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(US$3.4b) l 








Net rose due to higher profits from British, Australian opera 


tions and foreign-exchange trading gains, 



































23 May 


USS1 WORTH ratet 


Previous 


weekt 





1.272 
0.535 
1.243 
5.753 
7.816 
13.316 
1,670.00 
124.805 
2.584 
1.437 
17.688 
21.05 
2.0155 
733.50 
30.95 
1.418 
28.62 
25.14 
1.702 


dollar 
pound 
dollar 
franc 
dollar 
rupee i 
rupiah | 
yen 
dollar 
doltar 
rupee 
peso 
dollar 
won 
rupee 
franc 

NT dollar 
baht 
mark 


Australia 
Britain 
Canada 
France 
Hongkong 
india 
Indonesia 
Japan 
Malaysia 
New Zealand 
Pakistan 
Philippines 
Singapore 
South Korea 
SriLanka 
Switzerland 
Taiwan 
Thailand 


West Germany L 


i 


p 


13.25 
i 1,670.00 
124.80 


17.688 
21.05 


735.00 
30.95 


28.61 
25.15 


1.291 
0.529 
1.233 
5.72 
7.8105 


2.582 
1.445 
17.4325 
21.025 
2.0105 
766.00 
30.779 
1.3953 
28.61 
25.31 
1.704 


2.007 





28.902 
1.464 

31.49 

25.585 
1.782 


1.401 


| 


1.6859 








Banknote 
rate* 


Official 


Communist 


rate countries 





Bangladesh 
Brunei 
Burma 
Macau 
Nepal 
Papua N.G. 


4 


29.50 
2.00 

63.50 
8.055 

22.00 
0.875 





L 


+ 


3 





2 
is 


China 
US$ = Rmb 3.722 
HK$ Rmb 0.4765 
Soviet Union 
US$ - Rouble 0.5919 


1.50 
2.005 
6.20 
8.05 
1.50 
0.87 





Other: SOR1 = US$1.37318, ECU1 = US$1.2226, 


S$1-M$1.281, £1 =HK$14.5962, 
3 months forward: Japan Y 124.3265, 


Hongkong HK$7.7995, Singapore S$1.9876, 


tMiddie rate ‘Selling rate 


Laos 
US$ = New Kip 350.00 


Vietnam 


L US$ = Dong 368.00 











Source: Telerate for spot and forward rates from Asian money markets, Republic Na- 
tional Bank of New York for banknote selting rates on the Hongkong market 
and Deak international Ltd for official rates. 
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ÍNTEREST RATES %) 


1 year 
treasury 


bills/bonds* 


Prime 
lending 


interbank 
1 montht 


interbank 
6monthst 


a ns 


interbank 
3monthst 





Australia 


Britain 


Hongkong 


indonesia 


Japan 


Malaysia 
New Zealand 
Philippines 
Singapore 
South Korea 
Taiwan 


Thailand 


US 


1375 | 


7.50 | 
750 | | 
22.00 | 
"550 | | 
73.375 
7.25 
19.75 
10.75 
6.13 
11.50 
5.75 
11.50 
9.00 


MS | 
i 


14.97 
16.413 | 
3.75 | 
15.0 | 
510 | 
4.50 


j| 7474 








| 


12.45313 


19.50 


16.10 
12.25 


12.75 
8.125 
6.75 

n.a. 
4.4378 


12.625 
7.5625 
6.50 

n.a. 
4.3125 


7.1875 
5.875 


4.375 





3.75 3.85 
15.70 
12.75 


3.625 


3.95 
15.50 
13.00 

3.8125 


4.25 


3.5625 


4.25 
8.50 
7.3128 


4.40 
8.50 
7.5625 j 78125 


| 
| 
| 
| 
| 
| 
| 
| 
| 





| 





EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATESt 





3months 


6 months 12 months 





US$ 


£ Sterling 


Yen 


Swiss Fr. 


Dm 
A$ 


4. 





- 


12.4375 


8.1875 
8.6875 
4.375 
2.875 


7.75 
8.125 
4.25 
2.625 
3.6875 
12,4375 





*long 


Last sale to 23 May 


term — **short term 1 offered rate 


Source: Telerate, Vickers da Costa & Go. 








Previous 
week 


3months 
ago 


| Year 


ago 


23 May 








Ton 


ondon 


pper New York 
Current delivery (May) 
July delivery 
Aluminium 
Current delivery (May) 
July delivery 
Tin 
Cotton 
Current delivery (July) 
Oct. delivery 
Rubber 
Current delivery (July) 
Sept. delivery 
PalmOil 
Current delivery (June) 
Aug. delivery 
Sugar 
Current delivery (July) 
Oct. delivery 
Pepper 
Sarawak Asta blk 100% 
Wheat 
Current delivery (July) 
Sept. delivery 
Maize 
Current delivery (July) 
Sept. delivery 
Rice 
5% white fob 
Soyabeans 
Current delivery (July) 
Aug. delivery 
Cocoa 
Current delivery (May) 
July delivery 
Coffee 
Current delivery (May) 
July delivery 
Petroleum 
Sumatran light 
Brent 


London 


Kuala Lumpur 
New York 


Kuala Lumpur 


Kuala Lumpur 


New York 


Singapore 


Chicago 


Chicago 


Bangkok 


Chicago 


London 


London 


Tokyo 





London 
L 


(4) 


09) 


(6) 
0g 


i8) 
6) 


a) 
(4) 


0 


an | 





454.75 


101.75 


1,697.50 


17.43 


65.15 


322.50 


933.00 


888.00 


1,098.90 


16.45 
16.80 





i. 


446.75 


96.70 


1,278.00 


17.26 


62.40 


282.50 


1,008.00 


8.70 


857.50 


322.00 


200.40 


310.00 


631.00 


1,042.00 


1,266.00 


17.10 
16.05 


USS: 
Domestic 
international — 3-5 


Yen: 
Domestic 


international 


Dm: 
Domestic 


international 


] AS: 


Domestic 





7.04 | Internationat 
C$: 


1920-00 Domestic 


zer international 


191.00 £: 
Domestic 


213.00 international 


NZ$: 


Domestic 


558.50 


1,236.50 International 


1,837.00 is 





17.70 ECU: 


18.65 





(f£atonne  (2MSakg 
(7) USc a 56 Ib bushel 


(3) US$ an oz 
(8) US$ a tonne 


(4j USe alb 
(9)Mcakg 


(5) M$ atonne 
(10) S$ a 100 kg 





(6) USc a 60 ib bushel 
(1í)jUSSabarel Source: Telerate, Reuter. 


3-5 yearst 
7-10yearst 


7-10yearst 


Syears i 

10 years t 
3-5 yearst 
7-10 yearst 


3-5 years 
10 years " 
3-5 yearst 
7-10yearst | 


3 years t 

10 years t 
3-S yearst 
7-10 yearst 


3 years * 
10years * 
3-5 yearst 
7-40 yearst | 


3years t 

10 years t 
3-5yearst 
7-10yearst 


3-5 years t 
7-10yearst 
3years* 
7-10 years! 


3-5 yearst 
7-10yearst 


3-5 yearst 
7-10yearst 


years! 





* 





3.95 
4.48 


6.99 
7.96 











* AAA corporate. Government 


Source: Telerate. 
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EFFECTIVE EXCHANGE RATES 


Weighted f for 1985 trade with the countries shown plus the US and Canada and 14 European countries. Figures are for the week ended 2 May. 






































4 1985 1986 1987 1988 
(end year) 























(end year) (end month) (weekty values) 





ECONOMIC INDICATORS — ETT ED ASIAN COUNTRIES 


AUSTRALIA | CHINA HONGKONG INDIA 





Economic Growth % (real) (1) 
1987 


1988 


international Reserves (5) ; 
Latest US$8.64b US$16.71b .a. US$6.14b US$5.09b 
(Feb c (Jan.) (Oct.) (Jan 
Year earlier TAA US$10.87b .a. US$5.87b US$3.57b 
Trade Balance {total merchandise) 
Latest 3 months +US$0.27b ~US$1.24b E —US$1.57b +US$1 B0b(9i 
: : .-Apr.. i (Oct-Dec) . 
Previous 3 months - . : R 5 *USS$1.61b 
Year earlier 1 i - if i * US$0.80b- 
Exports (7) 
Latest3 months . US$13.41b k A US$4.87b19} x Uses. gom : 
% change previous 3 months. i » +35.8 -7.91 +26 
% change year earlier +23, *40.4 2 : *28,3 * aes 5 


4.6 9.4 . J 
1-3 1 


2 3.5 
7-7.5 5 3-4 





: US$7.92b US$14.65b T , US$3.07b(9) .—. US$45.85b(6) 
% change previous 3 months *4.1 * 38.4 42 . -2.4 f $6.4 
% change year earlier +19.0 +16.7 E f +34 ; 488.0 
Sa Prices Ee m 
July80-June81--100 | Sept.- eer me 100 |Oct. 84-Sept. 85= 100 d Apr.77-Mar.78—100-. | . . 1985-100 
172.9 114.9 302.87 : 7160.6. 


(Oct.-Dec.) Gent. “Dec: ) (Feb.-Apr.) $ . {Jan-Mar} 
% change previous 3 months +17 +2.2 2.4 *15 
% change year earlier +74 + 2 o *7.2 -i +8.7 
Money Supply (3) 
Latest A$125.1b(10) Rmb 775.48b HK$323.12b E Rps 32.29t 
(Feb.) (Mar.) (Feb.) (Oct. 


Sept. 
% change previous month +0. ¢ -1.5 
% change year earlier * , *25.6 


hee 3months index average 





MALAYSIA | PHILIPPINES 1 SINGAPORE i SOUTHKOREA | TAIWAN 
4 - 





Economic Growth % (real) (1) 
1987 


1988 - 5.5-6.5 
International Reserves (5) 
Latest US$7.18b US$0.68b US$14.02b x US$76.71b 
(Jan) (Feb.) (Aug) | 
Year earlier US$6.34b US$1.78b US$12.91b 
Trade Balance (total merchandise} 
Latest 3 months +US$O.78b(4) —US$0.17b ~US$0.89b F *US$1.18b 
X a (Jan. pMa) (Feb.-Apr.) (Jan. 5 (Feb.-Apr.) 
Previous 3 months i —US$0.2I -US$1.22b * US$3.63b 
Year earlier . -US$0. 22b - US$0.98b +US$1.20b *US$4.37b 
Exports (7) 
Latest 3 months US$4.08b(4) ussi 61b US$8.80b US$12.81b(6) US$13.66b 
% change previous 3 months 42.8 i £14 -6.6 -7.0 
% change year earlier +37.4 R +33.1 +36.7 +11.0 
Imports (5) 
Latest3 months US$3.30b(4) : US$9.69b US$11.34b(6) US$12.48b 
% change previous 3 months -2.3 5 -2.1 -17 *13.0 
% change year earlier *31.2 . + 26.6 , +57.0 
Consumer Prices 
Base 1980=100 1978=100 June 82-May 83 = 100 = 1986= 100 
Latest 3 months index average . 393.4 104.0 


(Feb.-Apr.) (Feb.-Apr.) 
% change previous 3 months *2.8 + 
% change year earlier E *93 
Money Supply (3 


Latest X R156.11b 
B (Dec) 

% change previous month -g d 

35 change year earlier . E 


(1) Official and other estimates of GDP {GNP in Japan) {2} Consumer Price index A (3) M2 or currency plus bank deposits {4} Peninsular Malaysia only — (5) IMF definition of reserves minus god E 
]exceptforSingapore (6) Customs basis (7) fob {8} cif (9) Excluding petroleum products (10) M3 (11) 95 change over past 3 months Source: Official statistics 


8.6 ` 11 
5-7 6-8 
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^ SEOUL: Shares hit new highs in heavy 
|. trading. There was little news, though 
whispers of North-South Korean rap- 
prochement continued. Banks led 
gainers, rising 12.9%, Steel issues 
remained strong. Lucky Advanced 
Materials surged 22.1% — and 
Kyungnam Bank rose 18.5%. Daily 
volume averaged 14.8m shares, worth 
-|. Won 256b (US$336.84m). 


lower in light trading as worries over 
US interest rates and inflation kept in- 


HK$6.25. ATV Holdings gained 64 to 
.| HK$1.94 amid bid rumours. Volume 
was 1.92b shares, worth HK$3.16b. 


TOKYO: Shares declined on renewed 
fears of inflation and interest-rate in- 
creases. However, selected non-ferrous 
metal stocks fared well. Interest-rate 





ers. Mitsubishi Trust dropped X230 
(US$1.84) to Y3.410 and Mitsui Real 
Estate lost 111 to ¥2,069. Daily vol- 
ume averaged 1 billion shares, worth 
X 895 billion. 


SINGAPORE: The market closed 


slightly lower. Interest in the holiday- | 
shortened period centred mainly [^7] 
on Malaysian stocks, but new listing | 3 


Electro Magnetic attracted attention, 


finishing at $1.07 (53 US cents) — 3$ |, 


cents below its first day closing. SIA 
Foreign plunged 40 S cents to $$12.20. 


Volume ave d .5m shares, " (50 
9l raged 25 98. | Wee OND T EWE 


valued at $$48.4m. 


| Inflation fears unsettle investors 
MOST Asian markets closed lower in the period to 23 May on renewed fears of inflation and interest-rate in- 
creases in the US. Australia was buoyed by rising commodity prices, and Seoul soared to new highs. 





| HONGKONG: The market drifted [4,4 — 


vestors on the sidelines. Most sectors | 34 
posted small losses. Hongkong Electric | 49 
lost 10 HK cents (1 US cent) to | 
HK$7.25. Hongkong Bank fell 15 to | 





sensitive issues were among the big los- |, gg, 


Nikkei Stoc! 


verag, 
close 27,249.76 





| seas interest in Brierley, which gained 





KUALA LUMPUR: Prices finished gen- [ gy 


erally lower in the holiday-shortened 
period. Re-listed stock United En- 
gineers (Malaysia) provided some ex- 
citement, soaring to M$4 (US$1.50) 
before falling to. M$3.32. Public Bank 
closed 3 M cents down at M$2.28 de- 
spite a 70% leap in pre-tax profit. Vol- 
ume averaged 11.25m shares a day. 
valued at M$23.9m. 


BANGKOK: Buying by Thai funds [,, —— — 


continued to support the market, 
though the SET Index fell 5.74 to 
419.77. Bangkok Bank, Saha Union 
and Siam Cement climbed to substan- 
tial premiums on the foreign board. 
Market leaders were  Krungthep 
Warehouse, up Baht 80 (US$3.2) to 
Baht 481 and Inter Far East Engineer- 
ing, up 6.75 to Baht 45. 












































AUSTRALIA: Stocks posted strong 
gains, buoyed by rising commodity 
prices and news early that the current- 
account deficit had narrowed. Mining 
issues led gainers. CRA rose 88 A cents 
(69 US cents) to A$7.84 and Western 
Mining climbed 42 cents to A$5.50. 
News Corp. slipped 80 cents to 
A$11.55. Volume was 515.9m shares 
worth A$992.2m. 


Ae 
eo | 








NEW ZEALAND: Shares rose through- 
out the period despite uncertainty on 
Wall Street. Brokers cited falling in- 
terest rates as a key factor behind the 
market's resilience. There. was over- 







4 NZ cents (3 US cents) to NZ$1.35. 
Fletcher Challenge rose 2 NZ cents to 
NZ$4.28. Volume was 50.65m shares, 
worth NZ$58.04m. 





MANILA: Mines made attractive by | 
firm world metals prices pushed the | 
market to a strong Enish. he Manila | 
Composite Index rose 4.4% to 819.54 | 
points, aided by 9.2% advance in the 
mining index. Gainers were led by 
Benguet B, up 19.9% to P87.50|. 
(US$4.17), and Atlas B, up 8.9%, to 

P24.50. Daily volume averaged | 
840.2m shares, worth P55.83m. 


600; _ i 
2: close 817.19 | 


KSOND 





TAIPEI: Stocks closed sharply lower in | 
what brokers said was an overdue cor- 
rection. Violent street protests in the 
capital helped trigger panic selling on 
23 Mar. when the market fell 505 
points. Cement and bank shares were 
hit hard. Chia Hsin Cement fell NT$12 
(42 US cents) to NT$65. First Com- 
mercial fell NT$69 to NT$397. Aver- 
age daily turnover was NT$23.37b. 





BOMBAY: Prices rose sharply in the 
holiday-shortened period on reports 
that the government was considering 
exempting dividend income from 
taxes. Cement and fertiliser shares 
made the biggest gains. Associated Ce- 
ment rose Rs 19 (US$1.23) to Rs 189. 
Gujarat Fertilisers climbed Rs 9 to Rs 
114. Reliance Industries shot up Rs 21 
to Rs 167. 








NEW YORK: Stocks declined in slow 
trading. Inflation and interest rate 
fears, ignited at the beginning of the 
period by unexpectedly strong March 
trade figures, dominated sentiment. 
Brokers said they expected the decline 
to continue. Volume was 731.67m 
shares. The Morgan Stanley Capital 
International Index closed 5.3 points 
lower at 446.1 on 20 May. 
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The greater your financial 
success, the more serious the 
implications of downside risk. 
Yet the rewards won’t go away. 


Opportunities will always exist. 


In private banking, Republic 
National Bank remains com- 


mitted to protecting customers’ 


assets. 





even when your financial objec: 7 » REPUBLIC 

tives are within reach. NATIONAL BANK 
Because when safety is ensured, OF NEW YORK 

so 1s your reward. 

Republic National Bank (SUISSE) SA 


of New York. A matter of trust. 





A SAFRA BANK 


HEAD OFFICE: 2, PLACE DU LAC - 1204 GENEVA - TEL. (022) 28 1810 - FOREX: (022) 290502 - BRANCH: 1, VIA CANOVA - 6900 LUGANO - TEL. (091) 238532 
IN THE FAR EAST, CONTACT: R.N.B. SINGAPORE -TEL. (65) 2240355 - R.N.B. HONG KONG - TEL. (852 -5) 266941 


CYOREK MIAMI- LOS J 











CORPUS CHRISTI - MONTREAL - LONDON - PARIS - MONTE CARLO - LUXEMBOURG MILAN - GIBRALTAR 


Y TOKYO NASSAU CAY MAN ISLANDS - BUENOS AIRES - SANTIAGO - MONTEVIDEO - CARACAS - MEXICO CITY - PUNTA DEL ESTE: RIO DE JANEIRO: SAD PAULO 







The 1988 China Phone Book & 
Business Directory: January — June Edi 
























The only bilingual 
Telephone Directory for 
China published 

semi-annually 


In order to maintain CPB's accuracy and time- 
liness CPB will henceforth be published twice 
each year, covering Spring/Summer (available 
January — June) and Autumn/Winter, (available 
July - December). 


Given the frequency with which changes take 
place in China amongst both the domestic and 
foreign business and banking communities, the 
semi-annual frequency of The China Phone 
Book guarantees its users the most up to date 
and accurate listings of the most important 
contacts in China. 


Our database will constantly be updated to 
bring you the latest listings you need, when you 
need them. 


























You can save 20% off the combined price by or- 
dering both the current Spring/Summer and the 
Autumn/Winter editions now. Published in July 
the Autumn/Winter edition will be sent to you 
automatically the moment it becomes available 
if you order both now. 


Not only will you have the most up to date busi- 
ness listings in China at your fingertips . . . but 
you'll save money at the same time. 

1988 Editions 


Spring/Summer — January — June 
Autumn/Winter — July — December 











The China Phone Book Co. Ltd is a wholly owned 
subsidiary of Review Publishing Company Li- 
mited, Publisher of the Far Eastern Economic 
Review, Asia's leading publication. 











Designed for Maximum Usefulness 
This directory is a comprehensive listing from our own China database of all 
relevant companies in China of interest to the businessman or tourist. It is 
specifically intended to give you easy access to its contents through a well 
designed, computer generated classification and indexing system. Irrelevant 
and unnecessary information has been eliminated to reduce bulk and allow 
you efficient access. 


New Classified Yellow Page Section 


Our tenth edition includes the first Classified Yellow pages ever available 
covering the entire PRC. Over fifty categories of listings are included to give 
you updated, accessible information on China services, accommodations, 
travel, etc. Classified listings include: 


* Business Services 


* Shipping Companies 


ORDER YOUR COPIES NOW! 


* Computer Services 
* And many other business Categories 


tion 
completely revised and updated - 


A vital reference for anyone interested 
in doing business with China., 


* Completely updated listings 

* Unique classified yellow pages 
;* Designed for maximum usefulness 
* Lists all foreign companies and joint ventures 
e. Careful selection of useful Chinese firms 

* Categorized by major industry groups 
* New compact page layout 

* Indexed for easy use 

* Good for travel or office reference 
* Names and addresses in both English and Chinese 


gne ce cm c cm c cnm m n cmm an ee ee an an om am Gm am as an an 


To: The China Phone Book Co Ltd, GPO Box 11581, Hong Kong 
Please rush me copy/copies of the China Phone Book as indicated: 


Name: " 





(Please print in Block Letters) — 
Address: 








Tel: 





© China Phone Book 1988, Spring/Summer Edition 
Price: Hong Kong: HK$300, Elsewhere: US$50 dnciusive of airmail postage’. 


No. GOL COplés: 3 csc deacon 


C China Phone Book 1988, Spring/Summer and Autumn/Winter Editions combined set. 
at 20% savings. Send Spring/Summer Edition immediately and Autumn/Winter Edi- 
tion immediately upon publication in July. 

Price: Hong Kong: HK$480, Elsewhere: US$84 (inclusive of airmail postage). 
No. of sets: 

O Tenclose |. . 
Book Co Ltd) 





in payment thereof (cheque payable to The China Phone 





O Iprefer you charge . to my credit card (tick one): 























Dj American Express [1 Diners Club [1 Master Card Visa 

Card No: az acte Exp. Date: 

Signature: $ 
ROBOZCP 
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TISEMENTS | 

















APPOINTMENT 








BUSINESS OPPORTUNITIES 





For seven years we 
to new source 
studies. Arrangi 
Negotiating offs! 

day letters of cre 






















been escorting corporations 
ofits in Asia. Doing market 
manufacturing facilities. 
finance. Mae 
‘dit and commercial t 
Call ICS and let us be your Oriental Escorts to 


Asian profits. I C S 
5 INTERNATIONAL HONG KONG TORONTO LONDON 


ICS HONG KONG Elizabeth L. Thomson, President, 8-12 Hennessy Road, 20th Floor, 
Hong Kong, Tel: 5-292373, Tix: 62159 TAX HK, Telecopier: (852) 5-296413 


ng all day to 
ransactions. 




















CANADA 









FOR SALE: Two photographic 
retail businesses in Alberta. 

1) Onehour Photo 

2) Camera/video, photographic 
accessories. 

Established 10 years. Interested 
parties may contact Ken, phone 
403-532-8281: FAX 403-532- 
9469. 










WELCOME TO CANADA 


Secure Business Investments 


Immigration Assistance 


Call: John Boyer 
Tel: (604) 856-5123 Vancouver 








PERSONAL 





THE 
DIPLOMAT HOTEL 


2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8 DT 


TEL: 01-235 1544 
TELEX: 941 3498 EXECUT G 


FAX: 259-6153 
Single: £49.95 + VAT 
Double/Twin: £69.95 + VAT 


All rooms with private facilities, col- 
our television, direct dial telephone, 
hairdryers, coffee and tea makers. 
Substantial breakfast served in 
bedrooms. 


If vou have something 
to say... say it 
in the Classifieds! 








“PROPERTY | 








(FIRST PACIFIC DAVIES 












RARE OFFER 


Newport Beach, CA Bayfront 
1 Condo with Boat Slip Fee Land. 
Ideal for absentee owner, cor- 
porate residence or investment. 
$625,000.USD. G. Giannini, P.O. 
| Box 2671, NB, CA 92663; Ph 714 
_ [8752394: FAX 714.675 3131. 









Move £ ondon Property from Hong Kong 


Hampton & Sons, the leading UK Estate Agents can assist you to buy, sell, let. 
manage and arrange finance for your UK house or flat. 


Call Annoushka Ducas on 5-254418 or telex 61851 FPDHK HX 


UE ac i Zini floor Two Exchange Square, Hong Kong. 


HAMPTONS 


& Arlington Street, London SWIA IRB Telex: 25341 


This space is reserved for 
Classified Advertisements 
Reservations should be addressed to: 


International Classified Manager 
Far Eastern Economic Review 
15th Floor, 80 Gloucester Road 
GPO Box 160, Hongkong 
Tel. 5-293123 Telex: 62497 REVAD HX 






















ASIAN INSTITUTE OF TECHNO 
Bangkok, Thailand — 


NEW FACULTY POSITION = 
IN THE SCHOOL OF MANAGEMENT 


The Asian Institute of Technology (AIT), founded in 1959, is an autonomous inter- 
national technological institute in Bangkok, Thailand. The ‘Institute offers: post. 
graduate degree and diploma programs in engineering and related sciences. — 
The Institute is seeking faculty for its newly established Schoo! of Management 
(SOM). The appointee will be expected to participate in developing and improving the - 
curriculum which will have a concentration on the management of technology. Besides 
developing and teaching courses in management, the appointee will also be expected 
to generate supportive research and to guide the students in their projects; research 
and thesis requirements. The program will start in September 1989... 

Requirements include a doctorate or the equivalent, with Specialization in either 
marketing, organization, behavioral science, or technology mánagem: d'atleast 
two years experience in teaching and curriculum design. Preference v given to 
those who also have had three to five years experience in a management position: 


Appointment will have the rank of Assistant, Associate, or full Professor depend- 
ing on qualifications and professional experience. The initial appointment will be for 
two years, with a possibility of renewal. Salary willbe commensurate with the qualifica- 
tion and experience. Briefly, on per annum basis: ° : i 


Professor ~ Baht 498,000-941,000* 
Associate Professor — Baht 390,000-720,000 
Assistant Professor — Baht 315,000-445,000 


Other benefits include a housing allowance, contribution toan insured savings 
fund, round trip air travel, a settlement grant and an educational allowance for children 
Any income tax on salary drawn from the institute is paid by the institute to the Royal: 
Thai Government. 


Applications with a resume, names of three references and the approximate date. .] 
on which the applicant would be available should be sent to: The Vice President for 
Academic Affairs, Asian Institute of Technology, G.P.O. Box 2754, Bangkok 10501, ] 
Thailand. ae 























































"Current exchange rate is approximately 25 baht per US Dollar. 











ST PRECIOUS | 
RESOURCE — YOUR TIME — E. 






We train corporations & individuals to increase personal productivity 
and effectiveness. You learn to: 

* Bringthe value of time into sharp focus; 

* Understand the link of self-esteem and productivity; 
* Plan, set & reach goals; effectively monitor projects; 
Deal with procrastination, lower stress, and more! des 
These 4-hr. & 1-day seminars include a 1-year Time Control System | 











* 










For more information, ring our Representatives: 
* Hong Kong/S.E. Asia: Ms. Diane Wilcoxson; 5-435099 : 


















LETTER FROM PEKING - 











hina’s cadres are masters of cere- 

mony — what they lack in sub- 
stance, they make up for in form. So 
while they refuse to make any measura- 
ble concession to Hongkong as far as the 
issue of autonomy is concerned, they go 
to great lengths to try and convey their 
respect for, and empathy with, the 
people of the territory. 

Such transparent posturing was on 
display when the cadres painstakingly 
handpicked what they regard as genuine 
representatives of Hongkong to sit on 
the National People’s Congress (NPC) 
and the Chinese People’s Political Con- 
sultative Conference (CPPCC), bodies 
which fearlessly wield the rubber- 
stamp. 

Behind the choice of these represen- 
tatives, the names of whom are unfami- 
liar to most Hongkong people, is a de- 
tailed, statistical plan of how many dele- 
gates should represent which profes- 
sion. The exit stage left of an actress 
from last year’s NPC, for exam- 
ple, was followed by a replace- 
ment from the acting profession 
this year. Peking genuinely be- 
lieves that the people of Hong- 
kong should be grateful for a few 
more seats on these two “pre- 
stigious” bodies. There was 
none of the tedious business 
of canvassing Hongkong 
opinion or, heaven forbid, 
anything approaching an 
election: Peking blithe- 
ly assumes it knows what 
is good for Hong- 


ME 

he recent competi- 
tion for a flag and 
emblem for post-1997 

Hongkong, held im- 
mediately after the NPC 
and CPPCC, falls in to the same cate- 
gory. Announced with great fanfare 
and contrived official enthusiasm, the 
competition left the people of Hong- 
kong distinctly underwhelmed. The 
selection process is dominated by 
mainland Chinese. The initial choice 
was made by an 11-member commit- 
tee dominated by mainland Chinese. 
The final choice will be made in Novem- 
ber by the Basic Law Drafting Com- 
mittee (BLDC), dominated by . . . 
yes, you’ve guessed it. Early next 
year, the NPC standing committee 
Mir give the final stamp of appro- 
val. 

Hongkong's role is a passive one. 
The 52 shortlisted flags and emblems 
wil be exhibited simultaneously in 
Beene and Peking, but the winning 
entry will not be chosen by popular 
acclaim. Most of the Hongkong mem- 
bers of BLDC and NPC are not known 
for being especially responsive to public 
opinion. 

As Hongkong could barely contain 








its indifference at the competition, Pe- 
king had to manufacture the en- 
thusiasm. More than 7,000 entries were 
received, most of them from the main- 
land, and the shortlisted entries were 
put on display in Peking in late April to 
coincide with the announcement on the 
draft of Hongkong’s future constitu- 
tion, the Basic Law. There were press 
conferences and newspaper advertise- 
ments; the judges stressed the signifi- 
cance of the occasion. But the interest 
generated was distinctly synthetic. 

As if the work of a demented fly- 
poster, unframed designs were hung 
one on top of the other with wooden 
pegs. There were so many of them and 
they were chaotically displayed that a 
studied AP anon was effectively dis- 
couraged. By show- / > ing all 7,147 



























Some of the entries: 
chaotic display. 


submissions, perhaps the authorities 
were striving to project an image of 
fairness and openness. Most entries 
were of low quality, so low that cynics 
said participants were merely respond- 
ing to high-level orders. Many were 
so unimaginative and amateurish they 
would have disgraced a child's scrap- 
book. 


eird shapes and forms formed be- 
wildering mosaics. An eagle's 
head, a child sitting on a dragon, a flying 
wheel, a fiery dragon playing with a pearl 
in its mouth, and many that were little 
more than unintelligible splashes of ink. 
In trying to capture the spirit of *one 
country, two systems" the participants 
often used the Chinese symbols of yin 
and yang. Yin as socialism and yang as 
capitalism. 
The people's republic five-star flag 
was obviously a starting point for many 
entrants. One showed Hongkong as the 




































sixth star and another displayed one big 
star (the mainland) and a small one 
(Hongkong). Some flags were in both 
Chinese and English. 

Six flags and six emblems are to be 
selected for the last round of the com- 
petition, scheduled for the end of this 
year. As irrelevant as the whole fan- 
dango may be to most Hongkong 
props Peking views it as symbolic of 

ongkong’s new beginning. The return 
of Hongkong to the motherland is a 
happy and glorious occasion, so 
the official thinking goes. If there 
is little joy among the “liberated” 

people themselves, the Peking 

authorities must help to instil 
some. 

The selection of a new flag 
and emblem to replace the colo- 

nial ones should be matter for 
rejoicing and excitement, just 
like the NPC and the CPPCC, 
continues this fanciful line of 
thinking. There will be win- 
ners, prizes and VIPs, press 
conferences, congratulatory 
speeches, banquets and 
toasts to the motherland — 
all this, it is reasoned, will 
bring a little festivity and 
joy to a gloomy Hong- 
kong. 

In the past two years, 
the once active united-front cam- 
paign in Hongkong has subsided. Prior 
to the signing of the Sino-British 
Joint Declaration on Hongkong in 
1984, Hongkong journalists report- 
ing in Peking were occasionally grant- 
ed special exclusive interviews and 
Hongkong delegates were able to 
fest top Chinese leaders frequent- 
á But the enthusiasm for Hongkong 
visitors has now cooled. The new focus 
of courtship is Taiwan. Banners wel- 
coming “Taiwan compatriots” are seen 
at all airports and train stations. 
Hongkong compatriots, meanwhile, are 
now greeted occasionally by officials 
with statements such as “Wait till 1997 
and you will be just like us” or “A few 
more years and then I can go to Hong- 
kong too.” Is it because there is no need 
to rally Hongkong support now that its 
future has been settled by an irreversi- 
ble decision? After all, the reunification 
process of Hongkong is drawing to an 
end. Even a new flag and anew emblem 
are almost ready to help it make a new 


start. — ACorrespondent |. 
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Candice Bergen. Cardmember since 1971. 


Membersbip 
bas its privileges.» 





Don't leave home without it” 


THE SAAB 9000 CD. 
SHEDDING NEW LIGHT 
ON A CLASSIC DESIGN. 


In the last 40 years Saab engineers have created 
innovative cars for driving enthusiasts. 

When they began on a luxury sedan, they were 
determined to introduce a car that combined the 
classic design and comfort features of this model 
with the extraordinary driveability that has 


a —— — —— 


become a trademark of our cars. 

The results of the latest expression of our engin- 
eering philosophy is the Saab 9000 CD. 

The Saab 9000 CD has more interior space than 
other sedans in its class. 

It is equipped with the refinements you expect 
from a luxury sedan and extra sophistications that 
make it uniquely a Saab: Front-wheel drive, 
orthopedically-shaped heated front seats, an 
aeronautically-inspired cockpit and a heating and 
ventilation system developed for the extremes of 
the Swedish climate. 





Like all Saabs, the 9000 CD is first and foremost 
a driver’s car. 
Powered by our renowned 16-valve turbo- 


charged engine the 9000 CD is a genuine perform- 
ance car. 

Its fast response and superb handling make the 
Saab 9000 CD a pleasure to drive. And Saab’s 
concern with practicality and safety makes it a 
smart car to own. 

To experience our sedan in a far more moving 
fashion, we encourage you to visit your nearest 

iab dealer. Where an illuminating new driving 
experience awaits you. 
The new Saab 9000 CD. 
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MALAYSIA: 


Oe EVON Who Judges the Judge? 


SUUSCHNER CUPY 


: Air Industry blueprint 
: Property Outlook ’88 























Indonesia Rips 2800 


China US$2 50 — France Fir 22 — Holland G 8 — Hongkong HK$20 — India Ris 24 
Pakistan Rs 22 — PNG Kina 2 50 — Philippines P30 — Saudi Arabia SR 11 
Thailand Rah AN — 11K €250n —11G a HQE 


Australia A$3.75 — Bangladesh Taka 35 — Brunei B$4.50 — Burma Kyats 5.50 — Canada C$4.00 
Japan Y 660 — Korea Won 2000 — Laos US$2 — Malaysia M$5.50 Nepal Rs 22 — New Zealand NZ$4 
Singapore S$4 50 — Spain P 300 — Sri Lanka Rs 40 — Sweden SKr 25 — Taiwan NTS90 
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~ A soaring testament to man 





They stand as a mystery on the landscape. A marvel into an extraordinary flat-screen high-resolution LCD TV that’s 
of seeming herculean effort. And a towering tribute to the so tiny, it fits in the palm of your hand. Or transforming 
spirit and vision of their creators ourselves into the world's leading printer 
It is with the same willingness to follow a seemingly manufacturer 
impossible idea that Epson have grown to be a company of Looking back in time or towards the 
innovative products and technologies. Our open curiosity future, we can't help but notice an 
has led us to design the first printer small and fast enough outstanding phenomenon. Give an idea 
to work in a calculator. A desktop performance computer lots of headroom and a 
compact enough to fit into a briefcase. And a wide selection a solid base and you = wes 
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LETTERS — |] 


Uninvited mediator 


The item Seeking solutions [INTELLI- | 
GENCE, 28 Apr.] throws additional light 
on the role that India has slowly but 
surely been attempting to carve out for 
itself in and around the South Asian re- 
gion. 

Its purported role of *peace-maker" 
has been clearly exposed in the case of 
Sri Lanka where, aher various acts and | 
omissions aimed at aggravating the | 
separatist issue and destabilising Sri 
Lanka it got itself and its troops “in- 
vited” into the country. 

Its roles in other neighbouring coun- 
tries have also been aimed at achieving 
military dependence through the so- | 
called “peace-making” interventions. | 

Accordingly, Cambodia must also be 
wary about any such overtures, as was 
Pakistan on the Afghan issue. It would 
also be opportune to inquire from India 
as to who, if anybody, conferred on it 
the role of “regional policeman” that it 
has been attempting to play. 

Hongkong Bernard Wijedoru 








Responsibility charter 


On my proposed charter of human re- 
sponsibilities, Adrian Chan [LETTERS, 
26 May] from Sydney quite rightly casts 
doubts on putting the framing of such a | 
charter in the hands of individual gov- 
ernments. We have seen the way in | 
which most governments seek to suborn 
any charter for a "free press" alone! | 

My original short outburst on the 
subject merely expressed my weariness 
at all the screaming for "rights," with 
nary a word about the countervailing re- 
sponsibilities. So, some clarification. 
Primary human responsibilities include: 
to defend, assist and succour one's fam- 
ily group; to act in such a manner as | 
to minimise damage to other family 
groups; to pay one's debts when due and 
return favours and kindnesses; to obtain 
and study information so as to partici- 
pate in social, economic and political af- 
fairs. If these are idealistic, then they 
are a sound basis for such a charter. 

Responsibilities to "the state?" Very 
few, I should think. Pm with Adrian 
Chan — I don't trust governments any 
| further than I can spit. 
Hongkong 











Alan Chalkley 


Korean role 


| The LETTER FROM TOKYO by Susumu 
Awanohara [10 Mar.] speaks about the 
serious issue of the role of Koreans in 
Japan today. Unfortunately it is marred 
by mis-representations. 

The statement that “The Korean na- 
tional dress uniform (sic) is identified 
only with the North, since most Koreans 
here loyal to the South have assimilated 


themselves with the Japanese . . ." dif- 
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At the Taipei Hilton, we do everything in 
our power to anticipate the varied needs of 
the most discerning businessmen. 
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express check-in with complimentary 
champagne. No-stop check-out. And the club 
like atmosphere of our Executive lounge 
where you'll find complimentary breakfast 
buffet and evening cocktails. 

We even have a private conference room 
for the exclusive use of Executive Floor guests 

Which is why, when visiting Taipei on 
business, our Executive Floors are fast 
becoming the most influential address of 
international businessmen. 
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U.S. Route 10. The Santa Monica Freew ay. 
One of the busiest, most congested high- 
ways in America. From the middle of a 
traffic jam here, Los Angeles commuters 
can make phone calls to anywhere in the 
world, and never talk to an operator. 
Ericsson is providing cellular mobile 
telephone systems to non-wireline compa- 
nies throughout California. These systems 
now cover the Los Angeles and San Fran- 
cisco/Greater Bay areas, Sacramento, Fresno 
and Oxnard. providing the potential for 
one giant system serving most of the state’s 
24 million people. Californians spend a great 





deal of time in their cars, and cellular tele- 
phoning has become popular. Business- 
people especially appreciate how effective 
they can be during hours spent on the road. 
They can even use the system to transmit 
data to their offices. 
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26 countries on five continents. In the U.S.. 
Ericsson holds a 38% share by population 
of the top 90 non-wireline markets. That 
includes five of the top 10: Los Angeles, San 
Francisco, Chicago, Detroit, and Houston. 
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ence we have from working with Ko- 
reans in Japan over two decades. 

Koreans in Japan value and seek to 
express their own ethnicity. Only a few 
thousand out of more than 800,000 have 
“assimilated.” The policy of assimila- 
tion was a means initiated by imperial 
Japan and is vigorously opposed today 
by virtually every Korean in Japan I 
have known or met. The adoption of Ja- 
panese names and citizenship, which 
i$ presented as acceptable to and fol- 
lowed by Koreans in Japan, is rather 
questioned and/or opposed by the 
majority of Koreans in Japan. Japanese 
names were forced upon Koreans, and 
many used them with both pain and re- 
gret. 

Citizenship in Japan is not easily at- 
tained by any non-Japanese, particu- 
larly if there is any alleged crime — such 
as opposition to Japanese repression of 
minorities. On the contrary, most Ko- 
reans in Japan have sought ways to af- 
firm their ethnic identity, while recog- 
nising that their place of residence and/ 


or birth is Japan. 
New York Robert W. Northup 
National Council of the 
Churches of Christ 
Challenge of success 


Question: should the US try to influ- 
ence directly the internal politics of 
another country? The answer to this 
question for most people is likely be a 
definite and resounding *No!" 

Recent events in Singapore which 
led to the expulsion of an American dip- 
lomat (and later the reciprocal expul- 
sion from the US of a Singapore dip- 
lomat) have brought this question to 
light. To put things bluntly, the "gentle 
art of diplomacy" has always involved a 
certain amount of meddling in other 
people's affairs, the ultimate aim being 
to procure maximum benefit for one's 
own country. 

But this particular event has clouded 
a more serious matter — the arrest of 
political dissidents. No one would deny 
that the Singapore authorities have the 
right to exercise the due process of law 
in arraigning ae offenders. But if 
these approved legal processes are used 
as political tools purely for the benefit of 
those in power, then the complexion of 
the whole situation becomes decided- 
ly “sallow.” That outsiders, including 
human-rights groups, should become 
alarmed is only natural. Indeed they 
have a right to be alarmed. 

Here in Taiwan, people live in one of 
the most peaceful and affluent societies 
in all of Asia. Singaporeans also enjoy a 
similar standard of living, but the simi- 
larity ends here. Taiwan, thanks to the 
enlightened leadership and foresight of 
the late president Chiang Ching-kuo, is 
now entering a new phase of democratic 
"development and freedom. The fact 
that the people are now vigorously tak- 
ing up this new challenge hardly needs 





fers from the information and experi-. 





mand a certain degree of democracy 
and freedom to make their own deci- 
sions when their standard of living has 
reached a certain level seems to be one 
of the irreversible trends of the 20th 
century. This may be very distressing 
for the established powers. 

Is it any wonder that the people of 
Taiwan, inspired with new confidence 
and locked in ideological warfare with 
the communist mainland, only snicker 
when news arrives of a new crackdown 
in Singapore amid rumours of innumer- 
able “communist plots." 
Taipei James Jarvis 
Margaret Scott's story regarding the 
fate and dilemma of the Singapore In- 
ternal Security Act (ISA) detainees 
[REVIEW, 12 May] conveys two clear 
and simple messages: first, in so far as 
the Singapore Government is con- 
cerned "it is a serious crime to give poli- 
tical advice to anyone or criticise the 
government," and secondly, “all the 
signs show that the government is slowly 
but surely moving towards a dictatorial 
system.” 

Recent government action in detain- 
ing the two lawyers, Francis A. Seow, 
and Patrick Seong, who were represent- 
ing some of the detainees, amply dem- 
onstrates that the government will not 
tolerate any opponent — even if he 
wants to fight legally for the rights of 
the detainees and challenge the govern- 
ment in a court of law. 

The situation in Singapore appears 
to have reached a point of paranoia. 
The government is manufacturing make- 
believe stories to convince Singaporeans 
that the security of the nation 1s under 
imminent danger from Marxists, $ocial- 
ists, church workers, Americans and, 
maybe later, from the Filipino maids. 

Everyone knows that the govern- 
ment is hiding behind the mask of the 
ISA. Indeed, Lee Kuan Yew himself 
admitted that it would be very risky to 
try such cases against the strict rules of 
the law of evidence. Hence, it is safer as 
far as the government is concerned to 
shut them up behind bars. 

Malaysia ‘Political Observer’ 


This is the first time I have written to a 
foreign publication to get a forum. You 
just cannot get it in Singapore. Not for 
what I'm going to say anyway. 

Iam one of the many hundreds of in- 
tellectuals who just cannot take the con- 
stant bombardment by the local press 
on the issue of ISA detainees. I think 
enough is enough. The People’s Action 
Party (PAP) government is making a 
mockery of the whole thing. If the PAP 
feels strongly about foreign interference 
in Singapore's domestic politics, it is 
only fair to itself and the people of Sin- 
gapore that a Commission of Inquiry be 
set up immediately. An alternative 
is to try these people in the courts. 
No right-minded person would believe 


to be stated. That people should de- 














any of the statements that have bee 
churned out from prison, let alone 
people like me and the thousands of 
other young graduates that Singapore 
now possesses. . 

It is a pity how naive the government 
can be. Over.the years, I have watched 
how this island state transformed itself ` 
into a centre of excellence. But in the 
quest to remain in power, the PAP has 





The ISA detai 
coming more com 
by. Of late, De ormer presi- 
comrade of 
W, is already 
ext — Toh 
Mohamed? 
hiam See Tong! 
crosses the 
1e book. 

hap my beloved 
country? Please prime minister, stop 
this nonsense. For once, af least, be 
noble. A few seats lost in the coming 
elections would not in any way jeopar- 
dise the good work done over the years. 
Instead the people would have greater 























respect forthe PAP, | 
Singapore ‘Bedok resident’ 
Time for leadership 


I am not surprised to read A. Rahman 
Muda’s letter [12 May] regarding K. 
Das’ account of his conversation with 
Tunku Abdul Rahman. A man in his 
position should not have to stoop so low 
to hit out at the first Malaysian prime 
minister. It clearly goes to show that . 
Muda more than anybody else suffers 
from “mental decay” and “premature 
senility.” 

I am not surprised that such remarks 
as they were, originated from the press 
office of the deputy prime minister, 
knowing how partisan they can be. Un- 
fortunately, Muda lacks the rudimen- 
tary objectivity which is required of a 
p secretary to one of the highest of- 
ices in the country. 

On his two suggestions to the Tunku 
that if the country and people want 
peace they should therefore accept 
Mahathir's leadership and join Umno 
(Baru), these are clearly not demo- 
cratic. Please do not under-rate the 
Malaysian people, they may appear 
complacent but they are certainly not 
politically unaware, to be continually 
led or dictated to blindly. 

What is important here is the future 
of Malaysia and the future of its people. 
The people must not be forced into 
being pro Team A or pro Team B. 
Malaysians are pro-Malaysia with a pro- 
found interest in the future of the coun- 
try and in the kind of leadership to lead 
them into the 21st century. : 
Kuala Lumpur Sharifah Lara Hussein 
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We offer Swiss security 
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rent boom and look at major markets in industrial materials and foodstuffs. 


Page 90. Cover illustration by Michael Lui. 
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Page 12 

The simmering tension between the 
Malaysian Government and the ju- 
diciary explodes with Prime Minister 
Mahathir suspending the head of the 
judiciary and a tribunal being set up to 
investigate whether he should be re- 
moved. 


Page 14 

Singapore First Deputy Prime Minis- 
ter Goh suggests that the govern- 
ment's diplomatic row with the US 
might take the country to a ‘more neu- 
tral and non-aligned posture' in rela- 
tions with Washington. 


Page 15 

Pakistan President Zia dismisses the 
prime minister and dissolves parlia- 
ment and the four state assemblies to 
pave the way for new elections. 


Page 16 

Vietnamese-Soviet relations are 
strained as Moscow becomes in- 
creasingly impatient with Hanoi's fail- 
ure to correct economic policy and its 
stance on Cambodia. 


Page 22 

Japanese Prime Minister Takeshita 
appears likely to succeed where his 
predecessors have failed, in reform- 
ing the country’s tax system. 














Page 
As Soviet troops withdraw from Af- 
ghanistan, the mujahideen differ over 
tactics but agree on their ultimate 
goal of toppling the Kabul regime. 


30 


Tre long-awaited commodity price boom appears to 
have finally arrived, much to the surprise of many mar- 
ket watchers. It had been expected two years ago in the 
wake of strong economic growth in the industrialised na- 
tions. When it failed to materialise, analysts suggested 
commodities were in terminal decline. The past six months, 
however, has seen strong rises in commodity prices. So far 
the boom is moderate compared with the price surge of 
but Southeast Asia's commodity-dependent 
economies are already beginning to reap the benefits. 
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Soviets confirm casualty 
count in Afghanistan 

Gen. Alexei Lizichev con- 
firmed on 25 May that Soviet 
casualties in Afghanistan have 
been close to Western esti- 
mates. Up to the beginning of 
May they had lost 13,310 dead, 
35,478 wounded and 311 miss- 
ing in action. 


The same day, Deputy For- | 


eign Minister Yuli Vorontsov 
told journalists that if Pakistan 


did not carry out the Geneva: 


agreements on Afghanistan's 
future, Moscow “will react as 
the situation demands." The 
Soviet press has complained 
that Pakistan has done nothing 
to end "foreign interference" 
in Afghanistan from its terri- 
tory and that recruiting and 
weapons' shipments carry on as 
before. — Sophie Quinn-Judge 


Sri Lankan provincial 
elections to go ahead 
Despite the killing of 12 candi- 
dates standing for elections in 
Sri Lanka's western, central 
and southern provincial coun- 
cils by hitmen of the Janatha 
Vimukthi Peramuna (JVP), 
Colombo is pressing on with 
the polls on 2 and 9 June. 
The victims of the violence 
have been candidates and sup- 
orters of the Tid United 
ational Party (UNP) and a 
united socialist alliance of the 


country's old Left, as well as | 


the Sri Lanka Mahajana Pak- 
shaya, which broke away from 
former prime minister Sirima 
Bandaranaike's Sri Lanka 
Freedom Party (SLFP). The 
SLFP, which is the UNP's most 
formidable opponent, is not 
running in the provincial 
councils' elections. 

— Manik de Silva 
Oppositionist criticises 
government over riots 
Taiwan's leading opposition 
legislator Ju Gau-jeng. speak- 
ing after receiving several days 
of medical treatment for in- 
juries received during the 20 
May anti-government riots, 
has accused the police ot 
exacerbating with — their 
“brutality” the farmers’ dem- 
onstration which sparked the 
unrest. Taipei police have 
turned down a request by farm- 
ers to hold another rally to 
“apologise” for the violence. 
Meanwhile, Chao Yao-tung, 
chairman of the government's 
Economic and Planning Coun- 








cil, has expressed concern over 
growing street demonstrations 
in recent months affecting the 
business climate. He said un- 
less law and order was quickly 
restored, local businessmen 
might take their investment to 
other countries. 

— Shim Jae Hoon 
Thai academics petition 
king over Prem’s policies 
Reviving an ancient tradition, 
a group of 99 academics on 
27 May filed a petition with 
King Bhumibol Adulyadej re- 
questing royal intervention to 
ensure Prime Minister Prem 
Tinsulanond’s political impar- 
tiality. The petition com- 





[m 








The king: petitioned. 


plained that Prem, heading a 
caretaker government in the 
lead-up to the 24 July national 
elections, was not neutral but 
had allowed the country's 
senior military leaders to dis- 
play their support in order to 
enhance his personal political 
status. Although the king has 
received petitions on other 
subjects before, this was the 
first complaint directed at the 
prime minister. 

— Paisal Sricharatchanya 


First-asylum countries 
seek changes on refugees 
Delegates from Asean coun- 
tries and Hongkong which give 
first asylum to Vietnamese 
boat people have expressed 
concern about the growing 
number of “non-refugees,” or 
so-called economic migrants, 
arriving on their shores and 
proposed that they be repat- 
riated to Vietnam. They were 
addressing a late May seminar 
on the refugees, hosted by the 
Thai Foreign Ministry, which 
called for fixed, multi-year pro- 
grammes among resettlement 
countries, a central holding 
centre for first-asylum refugees 
and a new international confer- 
ence on the issue. 























BUSINESS 


Jakarta secures new 
concessional loans 
Japan has agreed to provide In- 
donesia with new grants and 
soft loans worth US$2.3 bil- 
lion. Tokyo turned down 
Jakarta's request to convert 
USS1.1 billion of its yen debts 
into grants or soft loans. The 
Japanese Government will 
provide US$1.4 billion repay- 
able over 30 years, with a 10- 
vear deferment, at an annual 
interest rate of 2.7%. The re- 
mainder will be in untied loans 
from the Japan Export-Import 
Bank under terms still being 
negotiated. The bank loans will 
be used to finance local costs of 
development projects funded 
by the World Bank and IMF. 
The aid package will be for- 
mally pledged at the 14-15 June 
meeting of the Inter-Gov- 
ernmental Group on Indonesia 
in The Hague. 

— A Correspondent 


EC slaps heavy duties 
on Japanese printers 
The European Community 
(EC) imposed anti-dumping 
duties of up to 33.4% on 15 Ja- 
panese makers of dot matrix 
computer printers accused by 
EC officials of selling their pro- 
ducts at "unfairly low prices." 
But the Japanese manufactur- 
ers say that the EC is acting 
"defensively" in a bid to bridge 
the technology gap between 
Europe and Japan in the office- 
equipment sector. EC officials 
say that the firms' sale of cut- 
price machines increased their 
share of the US$1.75 billion 
EC market for computer print- 
ers from 49% in 1983 to 73% in 
1986. The highest duty was im- 
posed on Brother Industries, 
Citizen Watch, Fujitsu Ltd, 
NEC Corp., Seiko Epson 
Corp., Seikosha Co. and 
Tokyo Juki Industrial Co. 

— Shada Islam 


Foreign banks to 

deal in renminbi 

The People's Bank of China, 
the central bank, is to allow 
selected foreign banks to do 
limited business in China's 
non-convertible currency, the 
renminbi, on a trial basis. The 
banks' renminbi lending and 
deposit-taking will be re- 
stricted to Sino-foreign joint 
ventures and foreign-owned 
businesses operating in China. 
Meanwhile, bank governor Li 


— Rodney Tasker | Guixian said China will soon 

















[sid foreign banks to open 
branches in coastal cities as 
| part of a reform of its for- 
| eign-exchange system. New 
| branches have been restricted 
| to special economic zones. 


— Robert Delfs 


i 
| Taipower executives 
| accused of corruption 
Four former executives of the 
Taiwan Power Co. were barred 
i in late May from leaving 
Taiwan pending an investiga- 
tion by the Control Yuan, 
| Taiwan's national watchdog 
| agency, into allegations of 
| kickbacks in exchange for coal 
urchases at inflated prices 
rom several American com- 
panies. The four officials are 
| former chairman, Chen Lan- 
kang; former president, Chu 
| Shu-lin; former vice-president, 
| Chen Lan, and former fuel de- 
artment head, Cheng. Wan- 
ang. — Jonathan Moore 
Indonesia-Singapore 
trade rises sharply 
Trade between Singapore and 
Indonesia reached S$5.4 bil- 
lion (US$2.7 billion) in 1987, 
making Singapore Indonesia's 
third-largest trading partner 
after Japan and the US. The 
Singapore Government does 
not release statistics on trade 
with Indonesia. But Singapore 
International Chamber of 
Commerce figures showed that 
Indonesian exports grew 17% 
to $$3.1 billion (after a 24% 
fall in 1986), led by an up- 
surge in shipments of tea, tin 
and rubber. Singapore's ex- 
ports to Indonesia grew 12% 
to S$2.3 billion, of which 
major items were ships, 
floating ^ structures, civil 
engineering and contract- 
or equipment as well as 
petroleum products. 
~ Ellen Salem 


Hyundai plants 

hit by strikes 

Almost 20,000 | blue-collar 
workers are on strike at South 
Korea’s largest car maker, 
Hyundai Motors in Ulsan, to 
demand a Won 134,925 
(US$184) monthly pay rise. 
Management offered Won 
78,000, and on 1 June an- 








nounced the indefinite 
closure of the plant. In 
another incident, striking 


workers at Hyundai Precision 
Industries have detained the 
company chairman and other 
executives to press their de- 
mánds for a rise of 
131,148a month. 

— Mark Clifford 
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.| CIVILIAN IN CHARGE? 


. Pertamina's head of finance, 
| F. Abda'oe, is strongly tipped to 
| succeed A. R. Ramly, the outgoing 
head of Indonesia's state oil 
corporation, in what would be a 
significant break with the past 
practice of giving the post to a military 
man. The departure of Ramly, a 
former military police officer from 
Aceh, had been expected with the 
appointment of Ginanjar 
Kartasasmita as the new oil minister 
in March. Ramly has been 
nominated Jakarta's new ambassador 
in Washington. The appointment of 
the civilian Abda'oe as the new chief 
-| would ensure a continuity of Ramly’s 
| policies of enhancing Pertamina's 
| accountability. 


IMPROPER OIL COSTS 


A major scandal could break soon in 
the Philippines over "false reporting" 
by oil companies to the Oil Price 
Stabilisation Fund (OPSF), a buffer 
fund protecting profit margins by 
isolating wholesale and retail prices 
from variations in the international 

rice of crude oil and exchange rates. 
Investipstioné by the Philippine 
Government's Commission on Audit 
are believed to indicate that the cost 
of capital improvements to refineries, 
valued at tens of millions of dollars, 
had been improperly included as an 
OPSF charge. 


DEMOCRATIC DEBACLE 


The 3-6 June "Conference of Newly 
Restored Democracies" in Manila 
generated plenty of headaches for 
President Corazon Aquino's 
government. The US — not amused 




















by the inclusion of Nicaraguan 
Foreign Minister Miguel d' Escoto — 
is believed to have quietly lobbied for 
other "restored democracies," such 
as Bolivia, El Salvador, Honduras 
and Ecuador, to stay away. Directed 
at nations restoring democratic forms 
of government anytime from 1973-88, 
the conference had lost vital funding 
from various West German 
foundations in May. The Germans 
had offered to help participants come 
to Manila but changed their minds 
after d'Escoto decided to come, 
leaving the conference with 
additional costs as well as a reduced 
attendance. 


PREM'S PROTÉGÉS 


One of Thai 
Prime Minister 
Prem 
Tinsulanond's 
close aides, 
Pairoj 
Panitsamai, is 
slated to take 
over the high- 
visibility job of 
Thai army 
attaché in 
London later this year. Pairoj's 
meteoric rise through the army ranks 
during the past eight years of Prem's 
leadership jn prompted some 
criticism. He was made a special 
colonel in September 1987 upon 
romotion to commander of the 
angkok-based, 2nd Anti-Aircraft 
Artillery Regiment. His impending 
overseas posting coincides with the 
expected appointment of another 
Prem aide, Col Ood Buengbon, to the 
army-attaché slot in Manila. 











CHINESE ARMS STORE 

As the Thai armed forces assess the 
sobering lessons drawn from their 
generally unsatisfactory performance 
against invading Lao troops in the 
Ban Rom Klao campaign earlier this 
year, the possibility of a Chinese arms 


stockpile in Thailand is being - 
discussed by mili bservers in 
Bangkok. Chinese-ma 0-n 
field guns were used | 


during the battle, and i 
to respond toan. 
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strategists. 


SHORT-TERM VIEW 
The next report of the Japanese 
Government’s Financial System 
Research Council, which is due out 
soon, will disappoint both local and 
foreign participants who are pushing < 
for more liberal money markets inthe : 
country. The council, under the wing 
of the Finance Ministry, is expected 
to deal only with the conversion of 
sogo (mutual) banks to regular 
commercial banks and the granting of 
Pon to the banks to securitise 
ome loans. The report has, 
therefore, left in the air the more 
thorny issues of the future of the long- 
term credit banks and trust banks and 
the separation of securities business 




















+ [THE WEEK 


AUSTRALIA 
Customs said they had seized a large 
cache of arms bound for Fiji (37 May). 


CAMBODIA 

Vietnam said it would withdraw 50,000 
troops from Cambodia by the end of the year 
and place the remainder urider the Cambo- 
dian military high command (25 May). 


HONGKONG 
British Foreign Secretary Sir Geoffrey 
Howe arrived for an official visit (29 May). 


INDIA 
s Ten people died in northern Punjab in 
+ violence linked to radical separatists, police 
‘said (25 May). A Sikh leader and six as- 
sociates were detained under tough security 
legislation in Punjab as eight more killings 
were reported (29 May). Sikh extremists 








bombed a crowded market in Punjab killing 
at least five people after a religious row 
erupted over the sacking of their faith's five 
high priests, police said (37 May). 


JAPAN 
Prime Minister Noboru Takeshita arrived 
in New York on an official visit (31 May). 


NEW CALEDONIA 

France ordered a judicial inquest into the 
deaths of three Kanaks after an assault by 
French troops and gendarmes on a cave in | 
New Caledonia to free 23 hostages (3/ May). 


PAKISTAN 

President Zia-ul Haq dissolved the na- 
tional assembly, removed Prime Minister 
Mohammed Khan Junejo and disbanded his 
cabinet, accusing members of parliament of 
a failure to perform their tasks (29 May). 





from banking. ue 
SINGAPORE 
Prime Minister Lee Kuan Yew filed a writ 


for defamation against former president 
Devan Nair (25 May). 


SOUTH KOREA | 

Students hurling bombs and rocks at- 
tacked an American bank in Seoul as Prime 
Minister Lee Hyun Jai ordered a crackdown 
on anti-American protests by radical stu- 
dents (26 May). Thousands of radical stu- 
dents marched through Seoul shouting anti- 
American slogans (30 May). 


SRI LANKA 

Indian soldiers fighting to capturea Tamil - 
supply base in a remote jungle area killed 30 | 
rebels and wounded 39, military officials and. 
diplomats said (27 May). Indian troops sur- |- 
rounded a major Tamil rebel base, it was re- 
ported (37 May). NN 
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- [REGIONAL AFFAIRS _ 


King and prime minister suspend Supreme Court head 


Sending off the umpire 


By Suhaini Aznam in Kuala Lumpur 
qe tug-of-wills between Malaysia's 
executive and judiciary has come to 
breaking point. In an unprecedented 
move, Prime Minister Datuk Seri 
Mahathir Mohamad has advised the 
king to suspend the head of the 
judiciary, Lord President Tun 
Mohamed Salleh Abas, pending a hear- 
ing by a tribunal of at least five of the 
country’s most senior judges, past and 
present. 

The tribunal will judge whether Sal- 
leh misbehaved in office — the only 
other reason for dismissing a judge is if 
he is infirm of mind or body — and if it 
agrees he did, it can advise the king to 
remove him from office. 

Salleh’s suspension came just one 
day before a date, 13 June, was finally 
fixed — and then quickly postponed — 
for the Supreme Court to hear an appeal 
by 11 dissidents of the now deregistered 
United Malays National Organisation 
(Umno), which Mahathir headed, 
against the 4 February High Court deci- 
sion which declared the party unlawful. 

If that appeal were to succeed, the 
successor party which Mahathir moved 
quickly to form, Umno (Baru), or New 
Umno, could be in the awkward posi- 
tion of existing parallel with a revived 
Umno which has the emotional appeal 
to the Malays of having been the party 
that pushed for independence from 
1946-57, 

Salleh’s and Mahathir’s versions of 
their meeting of 27 May — four days be- 
fore Mahathir announced the suspen- 
sion — differ. Mahathir called Salleh 
into his office and told him that the king 
was appointing a tribunal to look into al- 
leged misbehaviour on the lord presi- 
dent’s part. Deputy Prime Minister 
Abdul Ghafar Baba and Chief Secret- 
ary Tan Sri Sallehuddin Mohamed were 
also present at the 11 a.m. meeting. 

By Salleh's account, Mahathir said 
' the judge was being faulted for allegedly 


showing partiality in the court cases in- | 


volving Umno, which had been the do- 
minant partner in the ruling National 
Front coalition. However, in a state- 
ment issued through his office on 31 


May, Mahathir said he made *positively | 


no mention of Umno" and that Salleh's 
assumptions “that the charges against 
him relate to his bias against Umno 
were his assumptions and no more." 
Mahathir said he had told Salleh it 
was the king who had initially requested 
that Salleh be replaced because of a let- 
ter the lord president had written to the 
king "to which His Majesty took excep- 





tion." Mahathir said he advised the king 
to set up a tribunal as, constitutionally, 
this was the only way to dismiss a judge. 
(Ironically, it was Salleh, then the sol- 
icitor-general, who successfully prose- 
cuted the then Tunku Mahkota or 
Crown Prince of Johor, now the king, 
for manslaughter in 1977. The then sul- 
tan of Johor pardoned his son after- 
wards. Also ironically, the presiding 
judge was then Raja Azlan Shah, now 
Sultan of Perak and the deputy king.) 
On 28 May, Salleh wrote to Maha- 
thir asking to be allowed to retire early. 
Judges retire at 65; Salleh is only 58. 
Then the next day, Salleh issued a brief 
statement, attaching with it another let- 
ter withdrawing his request to retire. He 
said he had changed his mind and that 






“on careful reflection I have now come 
to the conclusion that it would be detri- 
mental to the standing of the judiciary 


| and quite adverse to the interest of the 


nation if I were to go on early retirement 
as this could be construed as some form 
of admission." 

An obviously upset Salleh refused to 
take questions from the press but in his 
statement said the two actions Mahathir 
had found "objectionable" were that he 
had written to the king and (state rulers 
defending the judiciary against Maha- 
thir's "constant attacks" and the partial- 
ity in the Umno cases. 

Salleh did not deny having written to 
the king and the rulers but explained 
that he saw "nothing improper in it since 
judges of His Majesty are appointed 
with the consent and approval of the rul- 
ers." The letter was in fact written after 








| all Kuala Lumpur judges met on 25 


March and voiced their concern follow- 
ing Mahathir's 17 March attack on the 


judiciary in parliament. 


“The allegation that I have shown 
partiality in the Umno cases was com- 


pletely untrue and was denied by me 


categorically,” Salleh said in his letter to 
Mahathir. “I shall await the appoint- 
ment of the tribunal which, I have no 
doubt, will clear my name. I have also 
no doubt that justice will prevail . . ." 
Salleh had been away in Mecca on 
the haj pilgrimage while a clutch of less- 
er Umno cases were being heard in the 
courts. Upon his return on 17 May, he 
instructed that the pivotal appeal of the 
Umno dissidents be heard by a full 
bench of nine Supreme Court judges, 
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given the gravity of the case. Five is a 
usual Supreme Court bench here, three 
the minimum allowed by law. 


M ahathir's three-page statement, is- 
sued on 31 May, said that at the 27 
May meeting Salleh had asked to know 
the grounds for his having to face a tri- 
bunal, but Mahathir said he could not 
disclose them, save that it was due to 
Salleh's letter to the king. Umno had 
not been mentioned, he said. 

Salleh then told Mahathir that he 
was willing to face the tribunal and that 
he would not resign, said the statement. 
But the next day Salleh wrote asking 
to be allowed to retire early and to 
take all the leave due him — some 96 
days. 

Mahathir said Salleh's request “was 
made voluntarily one day after he was | 





COCOS O HP 108k a FAR EASTERN ERANOMIPARU ^00 















informed of the proposal to set up the 
tribunal. No pressure was applied on 
[him] to resign or retire.” (In an inter- 
view with the BBC Salleh said that 
Mahathir had offered him all the 
"necessary privileges" if he would step 
down.) 

*His decision [to retire] was entirely 
his own,” continued the statement. “He 
has now changed his mind. That is en- 
tirely his wish. Ordinarily the govern- 
ment would not be bound by later deci- 
sions after it has already accepted a re- 
quest to retire early." Salleh'sstatement 
to the press, it added, "carries political 
innuendoes" and as he has requested 
to submit to examination by a tri- 
bunal, one will be set up to hear his 
case." 

If the statement's closing phrases are 
any indication of Mahathir's personal 
preferences, they are that Salleh would 
= retire. The night after Salleh’s 

isclosures, Mahathir tersely said “I 
don't know . . . he said he wants to re- 
sign," to reporters' questions. More 
pointedly, the New Straits Times, which 
is owned by Mahathir's party, taunted 
Salleh for vacillating. “We can- 
not have a judge shuffling his 
feet on the bench," it said sca- 
thingly in an editorial on 31 
Ma 


Whichever version of the 27 
May meeting is correct may 
never be known, but obviously 
the year-long tension between 
Mahathir and the judiciary is 
showing no S en of abating. 

Lawyers have acted with 
dismay at the events. "It ap- 
pears that he [Mahathir] seri- 
ously misconceives the doc- 
trine of separation of powers," 
said the Bar Council of Maha- 
thir's attacks on the judiciary. 
Others wondered if moves 
against Salleh were motivated 
by political reasons. The oppo- 
sition Democratic Action 
Party called it a “deliberate, 
calculated and orchestrated 
move . . . to intimidate the 
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Mahathir's opponents retain control of investment cooperative 


By Nick Seaward in Kuala Lumpur 


I" a stunning political defeat, leaders 
of Prime Minister Datuk Seri Maha- 
thir Mohamad's party, Umno (Baru) or 
New Umno, have failed in their deter- 
mined attempt to dislodge supporters of 
Tunku Razaleigh Hamzah's rival Umno 
Malaysia faction from control of Ko- 
perasi Usaha Bersatu Malaysia Bhd 
(KUB). KUB is a powerful investment- 
holding cooperative set up 11 years ago 
by the now de-registered United Malays 

ational Organisation (Umno), from 
which both Geo (Baru) and Umno 
Malaysia claim legitimacy as its success- 
or. 

Delegates to the cooperative’s an- 
nual general meeting, on 29 May, ig- 
nored earlier calls by Umno (Baru) 

outh leader, Datuk Seri Najib Abdul 
azak, for KUB members to eject the 
current board of directors. Instead, they 
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judiciary in view of the Umno 
suit which is due for hearing very soon 
before the Supreme Court.” 

With Salleh's suspension, the next in 
line in the judiciary is Chief Justice Tan 
Sri Abdul Hamid Omar. The question 
now is whether Salleh’s earlier instruc- 
tions still stand or whether Hamid can 
change them. 

To add to the tumble of events, on 31 
May the king appointed Datuk Harun 
Hashim — the High Court judge who 
had outlawed Umno in February and 
left the nation gasping — to the Su- 
preme Court to (t ane a judge who re- 
tires on 4 June. Harun was thought to 
have been shunted aside this year. His 
appointment keeps the ranks of the Su- 
preme Court at 10, including Salleh, 


though another two or three judges 


due to retire soon. 
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accepted pledges of an independent 
audit of the loss-making cooperative 
and left Umno Malaysia founding mem- 
ber, Datuk Harun Idris, in control as 
chairman for a further two years. To 
make their act of defiance even more 
emphatic, the delegates also elected 
peanpent Razaleigh supporters to fill 
our of the five directorships falling vac- 
ant by rotation. 

The newcomers include former for- 
eign minister Datuk Rais Yatim and 
former deputy ministers, Datuk Zainal 
Abidin Zain and Datin Paduka Rahmah 
Osman, who join other Razaleigh- 
faction stalwarts, Marina Yusof and 
Sulaiman Aris, who already sit on the 
board. Rais, Zainal, Marina and 
Rahmah were signatories to the origin- 
al unsuccessful application to register 









Umno Malaysia as the successor to the 
old Umno on 7 February. 

Since the meeting, four of the five 
remaining KUB directors loyal to 
Umno (Baru) have announced their in 
tention to resign, leaving KUB firmly 
in the hands of Umno Malaysia. The 
leader of the group, well-known entre- 
preneur and member of parliament 
Datuk Abdullah Ahmad, had earlier ac- 
cused Harun of reneging on a decision 
by the board to resign en bloc, which he 
claimed had been taken the day before 
the annual meeting. “There are allega- 
tions of malpractice against us," he is re- 
ported to have told the closed meeting, 
"since we are the subject of the allega- 
tions, it is only honourable that we step 
down." 

The allegations to which Abdullah 
referred had been carried in detail by 
the local press in a concerted campaign 
in the weeks leading up to the annual 
meeting. In a damaging series of disclo- 
sures, newspapers had revealed or al- 
leged that: 

» KUB had failed to submit its 1987 
accounts on time to the Registrar-Gen- 
eral of Cooperatives. 
» Both KUB's 1985 and 1986 annual 
accounts had been heavily qualified by 
its auditors. 
> According to the 1986 accounts, the 
KUB group's accumulated deficit had 
widened from M$65.5 million (US$21.5 
million) the year before to M$114.7 mil- 
lion, while shareholders’ funds were 
M$77 million in the red. 
> The chairman of KUB's 51.5% sub- 
sidiary, Talasco Insurance, received 
emoluments of M$1.2 million a year — 
more than the chairman of the state- 
owned oil company Petronas. 
» Five KUB members — including the 
three political secretaries of Najib, De- 
puty rime Minister Ghafar Baba and 
ducation Minister Anwar Ibrahim — 
had filed a police report alleging corrup- 
tion within KUB. 

These allegations and revelations 
were followed up by prominent cover- 
age of a meeting of 30 KUB members in 

ajib's office calling for Harun's re- 
moval. With these cards stacked against 
him, Harun's ouster was expected by 
many to be inevitable. 

At the general meeting, Harun told 
delegates that he had drawn the at- 
tention of the old Umno leadership to 
the problems facing KUB as long ago as 
1983, when he reluctantly took over the 
chairmanship on the personal insistence 
of Mahathir. KUB controls about 5096 
of the known assets of the old Umno, in- 
cluding a publicly listed mining com- 
pany, a finance company and a substan- 
tial stake in a major bank. Umno 
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sources told the REVIEW that Harun 
tried in 1986 to get Mahathir's permis- 
sion to sell off some of these assets to re- 
build KUB's balance-sheet, but this was 
refused. 

So far, Mahathir has not commented 
on the outcome of the annual meeting. 
Politicians point out that his failure to 
gain control of KUB has left Razaleigh 
with a useful source of patronage at the 
grassroots level. Razaleigh and his allies 
are still pursuing legal action to prevent 
Umno (Baru) from making use of other 
assets belonging to the old Umno, in- 
cluding the Fleet Group, whose New 
Straits Times Press (NST) and Sistem 
Televisyen Malaysian (TV3) sub- 
sidiaries give Mahathir a stranglehold 
on media access. 

Others, with a more Machiavellian 
bent, suggest that Mahathir only made a 
lot of noise in trying to displace 
Razaleigh's faction from KUB, but was 
content to leave the former finance and 
trade and industry minister saddled with 





a loss-making concern, while- Umno 
(Baru) retains control of cash cows like 
TV3, NST and the Bank of Commerce. 
However, details from the unaudited 
1987 KUB accounts have been leaked to 
the press, apparently demonstrating that 
KUB made a pre-tax profit last year 
of M$42.2 million, compared with the 
1986 pre-tax loss of M$46.2 million. 


he information was contained in a 

working paper submitted to the 
board of KUB on 10 May. (The 1987 re- 
sults were not made available to the 
membership officially because they 
have to be vetted by the Registrar-Gen- 
eral of Cooperatives). According to the 
working paper, KUB's diversified pub- 
licly listed mining company, Idris Hyd- 
raulic, discount house Jati Discounts 
and the KUB cooperative itself are all 
profitable. The biggest loss-maker was 
Bersatu Raya Development, which is a 
5196-owned joint venture with Multi- 
Purpose Holdings (MPH). MPH is 








owned by the cooperative arm of 
the Malaysian Chinese. Association 
(MCA), Koperatif Serbaguna Ma- 
laysia, on which KUB was modelled. 

According to an anonymous list of 
bad debtors to the KUB group, which is 
being circulated in senior Umno circles, 
the links with the MCA must have been 
quite strong in the past. Out of the total 
of M$339.3 million in loans contained in 
the list, former MCA youth chief Datuk 
Kee Yong Wee (recently jailed for two 
years for criminal breach of trust in- 
volving another cooperative), is al- 
leged to account for M$41 million, while 
former MCA president Tan Koon Swan 
(currently serving a sentence for 
criminal breach of trust involving 
MPH), is listed as owing M$38.8 mil- 
lion. 

Considerable doubt must surround 
the authenticity of the list, however, as 
several of the other personalities so 
named have vigorously denied their in- 
debtedness. ; 





SINGAPORE 


Pursuing all connections 


Lee sues ex-president as French bank cancels an overdraft 


By Margaret Scott in Hongkong 


hile some Singaporean leaders 

seem worried where the rhetoric 

of their government's current spat with 

' the US is leading them, Prime Minister 

Lee Kuan Yew's chief deputy and most 

likely successor has raised the possi- 

bility of the affair taking Singapore 

to a "more neutral and non-aligned 

posture" in relations with Washing- 
ton. 

First Deputy Prime Minister Goh 
Chok Tong capped a four-day debate in 
parliament on recent government alle- 
gations of US interference in Singa- 
Dreh domestic politics — which led 

ingapore and the US each to expel one 
of the other's diplomats — with a warn- 
ing that the number of US Embassy staff 
will be slashed if its diplomats again 
meddle in politics. 

Goh stepped up the debate despite a 
plea by Foreign Minister S. Dhanabalan 
on the opening day to keep the affair in 
perspective and build bilateral relations 
with Washington on a basis of mutual 
respect. "Let us not spoil the good case 
we have by making exaggerated, alarm- 
ist statements," he said. Education 
Minister Tony Tan supported Dhanaba- 
lan. 

The debate also saw Lee make his 
most extensive comments on the affair 
in an hour-long excursion through his 
career to point out what he said was the 
consistency of his views on the use of de- 
tention without trial and his intolerance 
of foreign interference from whatever 





source. Lee also gave a 
strong endorsement of 
the Internal Security 
Department (ISD), 
whose arrests of 22 
young professionals a 
year ago for an alleged 
Marxist plot marked the 
beginning of Singa- 
pore’s widening politi- 
cal controversy. 

Lee spoke on the 
same day his family’s 
law firm started a libel 
suit against one of his 
fellow founders of inde- 
pendent Singapore, C. 
V. Devan Nair, who 
rose to be president of 


them. The most well-known detainee, 
former solicitor-general Francis Seow, 
has disproved one of the most serious 
government suspicions against him — 
that he had. received large sums of 
money from US agencies. But this de- 








Siah: consequences. 


fence has had serious consequences for 
his fiancée, Malaysian businesswoman 
Mei Siah, who was 
a source of Seow's 
funds. 

Siah had a personal 
overdraft recalled by 
Banque Nationale de 
Paris (BNP) in Singa- 
pore on 23 May, short- 
ly after details of 
an August 1986 trans- 
fer of $$350,000 
(US$175,000) to Seow 
were given to au- 
thorities. On 24 May, 
BNP’s Hongkong branch 
rejected a mortgage ap- 
plication on Siah’s 
Singapore flat — after 
previously agreeing in 
principle — because 


SKETCH by Morgan Chua 








the republic before he 
lost Lee’s favour and resigned in 1985 
under pressure from Lee for alleged al- 
coholism. Nair has since bitterly denied 
that he was an alcoholic. 

Nair, who has refused to retract com- 
ments deemed by Lee to be libellous, 
spoke to the Hongkong Foreign Corres- 
pondents’ Club on 27 May — the only 
way he said he could reach his people. 
Nair beseeched Lee to step down. “The 
process of nation-building has been 
transformed into a process of robotisa- 
tion,” said Nair. 

Eight Singaporeans remain in deten- 
tion over alleged foreign political plots, 
a High Court judge having rejected a 
habeas corpus application by three of 








of “the discord you 
have with the Singaporean authorites 
which we have just learnt about today.” 

Siah had been a BNP customer for 11 
years and had her overdraft limit raised 
from $$350,000 to $$700,000 despite 
having been declared an “undesirable 
immigrant” by Singapore in September 
1986 — shortly after advancing Seow 
the funds. Her overdraft was secured by 
a US$367,867 fixed deposit with BNP in 
Vanuatu. Bank officials deny any Singa- 
pore Government pressure and said 
BNP's actions were "routine." Other 
bankers call BNP’s behaviour highly un- 
usual, and suggest the French state- 
owned bank was making a political not a 
business decision. 
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PAKISTAN 


A constitutional coup 


Zia ousts civilian government and plans new elections 


By Husain Haqqani in Islamabad 


Ps Zia-ul Haq's decision to 
dismiss his civlian partners from 
government reflects the Pakistan mili- 
tary's frustration with what it sees as the 
ineptitude of civilian politicians. In a 
surprise move on 29 May, Zia removed 
Mohammed Khan Junejo from the of- 
fice of prime minister minutes after 
Junejo's return home from a tour of 
China, South Korea and the Philip- 
pines. 

Zia informed the outgoing prime 
minister of his decision to invoke his dis- 
cretionary power under the constitu- 
tion, after announcing this at a hurriedly 
called press conference. He also dissol- 
ved the lower house of the national as- 
sembly, as well as the four state legisla- 
tures and announced plans for fresh 
elections under the constitution within 
the next three months. A caretaker 
cabinet, comprising mainly senators 
and influential individuals, is to be 
formed during the next few days. 

The formal decree dissolving the 
lower house and dismissing the cabinet 
accused the ousted government of fail- 
ing to maintain law and order and carry 
on the process of Islamisation started 
under military rule. Later, in an address 
on radio and TV, Zia said Junejo had 
been ineffective as prime minister and 
his colleagues in the cabinet and the 
national assembly were generally in- 
competent and corrupt. 

Zia attributed the civilian govern- 
ment’s failure to Junejo's insistence on 
forming a political party within a na- 
tional assembly elected on a non-party 
basis, confirming his own opposition to 
political parties as inherently incapable 
of solving national problems. 

Although serious differences be- 
tween Zia and Junejo have been re- 
ported since the beginning of the year, it 
was not immediately apparent why Zia 
chose this particular moment to act or 
why he did so in such a secretive man- 
. ner. Even his closest colleagues re- 
mained unaware of the decision until its 
announcement, leading some observers 
to term the move "Zia's constitutional 
coup." As in the past, when all impor- 
tant political decisions were made and 
announced without prior notice, the 
element of surprise was apparently 
meant to minimise unfavourable reac- 
tion. 

Had plans been announced before- 
hand for undoing the three-year civi- 
lian-military diarchy, Junejo's Pakis- 
tan Muslim League (PML) could have 
joined opposition parties in condemn- 
ing or blocking it and could have even 
tried to pre-empt it by initiating con- 
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stitutional action, possibly impeach- 
ment, against the president. The prime 
minister could have asked for the dissol- 
ution of the national assembly himself, 
keeping the initiative for fixing a new 
election timetable in his hands. 

Now, however, Zia is master of the 
situation and the military, rather than 
the politicians, clearly has the upper 
hand. If for some reason elections can- 
not be held under the constitution in the 
specified time, Zia could continue to 
rule without having to share power with 
the politicians, upon whom Pakistan 
generals look with contempt. 

Almost 24 hours after his dismissal, 
Junejo issued a brief statement calling 
the president's action "arbitrary" and 
saying it had "given a big jolt to the pro- 
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Zia at prayer: failure to carry out 


the Junejo government had concerned 
itself more with developing a power 
base for the next elections through pa- 
tronage. 

This was a logical extension of 
Junejo's decision to form the PML after 
the non-party elections of 1985, despite 
Zia's urging that democracy without po- 
litical parties would be better suited to 
Pakistan. Having formed a party com- 
prising influential individuals with no 
commitment other than to share in the 
fruits of power, Junejo had no choice 
but to try and secure their support by in- 
dulging them, in the hope that the PML 
would be a strong pen the next gen- 
eral election due in 1990. 

Sources close to Junejo say the presi- 
dent's move is a reaction to the gradual 
erosion of his personal power. The 
prime minister, they point out, had 
started asserting himself more than 
originally expected and, in recent 
months, had also dabbled in foreign pol- 
icy and military matters — two areas 
which Zia had intended to keep under 
his control. 

Some PML politicians suggested that 








cess of democracy.” But he avoided 
criticising Zia or the military, obviously 
to leave open his options to work with 
them again. 


Qr politicians were divided 
in their response. Most of them 
found it difficult to oppose the dissolu- 
tion of the assemblies and plans for 
fresh elections, which they have them- 
selves demanded for the past three 
years. But several pointed out that a 
civilian facade was better than direct 
rule by Zia, which could gradually re- 
vert the country to conditions akin to 
martial law. Although for the moment 
political freedoms have been main- 
tained, things could change if elections 
cannot be held within three months 
under the constitution. 

Zia's supporters say the president's 
move is likely to be welcomed by the 
people, who were fed up with the ineffi- 
ciency and corruption of PML politi- 
cians. Instead of pursuing real policies, 


the immediate reasons for Junejo's dis- 
missal could be found in his role during 
negotiations over an Afghan settlement 
and politicians’ demands for accounta- 
bility of the military. These demands 
had been voiced by PML members after 
the recent explosions at an'ammunition 
depot outside Islamabad, which were 
attributed to negligence and for which 
the politicians wanted to punish senior 
army officers. 

Even without identifying an im- 
mediate cause for his move, the reasons 
for Zia's decision are not difficult to un- 
derstand. Atthe time he decided to hold 
elections, Zia and the military had ex- 
pected to share power with civilians, not 
to hand it over to them. Locally influen- 
tial, conservative politicians elected in 
the 1985 polls were expected to work 
with the armed forces in an extended 
transitional period, during which Zia 
hoped to institutionalise his concept of 
Islamic democracy, with clear roles for 
both civilians and the military. oO 
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INDOCHINA 


A troubled friendship 


Moscow loses patience with Hanoi over economy and Cambodia 


By Nayan Chanda in Washington 


d pera Vietnam's routine claims of 
solidarity with the Soviet Union, 
Hanoi's relations with Moscow are be- 
coming increasingly strained. The ten- 
sion which has always existed just under 
the surface of this unequal relationship 
has been exacerbated in recent months 
by a dispute over Soviet aid to Vietnam 
and, most importantly, by increased 
Soviet pressure on Vietnam to seek a 
rapid resolution of the Cambodian con- 
flict. 

In addition to Hanoi's own desire to 
draw Washington into discussions 
aimed at normalising US-Vietnam rela- 
tions, the Soviet pressure appears to 
have been an important factor in Viet- 
nam's decision to withdraw 50,000 
troops from Cambodia by the end of the 
year. Under the proposed withdrawal, 
announced on 26 May, the troops would 
pull out in two instalments in the pre- 
sence of international observers. 

By Vietnamese count, some 40,000 
Vietnamese soldiers would remain in 
Cambodia under the plan. Hanoi said 
these troops would be placed under 
Phnom Penh's command and would be 

ulled back 30 km from Cambodia's 
order with Thailand. 

International reaction to Vietnam's 
withdrawal announcement ranged from 
enthusiasm to derision. Thai Prime 
Minister Prem Tinsulanond, who had 
just completed a visit to Moscow, was 

uick to claim credit for Hanoi's move. 

rasong Soonsiri, secretary-general of 
the Prime Minister's Office, said Prem 
was "very pleased that he had achieved 
such a result on the Cambodian ques- 
tion." 

Thai Foreign Minister Siddhi Savet- 
sila, who has often been labelled a 
"hardliner" on the Cambodian ques- 
tion, said he believes the withdrawal 

lan is genuine. In contrast, Indonesian 
oreign Minister Ali Alatas struck a 
more cautious note: "We should wait 
until the withdrawal is realised before 
we qualify its substance." 
hina and its allies the Khmer 
Rouge, the communist faction of the 
tripartite anti- Vietnamese Democratic 
Kampuchea coalition, as well as Prince 
Norodom Sihanouk, who leads one of 
the coalition's non-communist factions, 
termed the proposed pullout a "trick." 

Moscow promptly welcomed the 
Vietnamese move and reaffirmed its de- 
sire to "act as the guarantor of any Cam- 
bodian settlement." However, the with- 
drawal announcement itself is unlikely 
to relieve Soviet pressure on Vietnam. 

New evidence of Soviet-Vietnamese 
differences over the Cambodian situa- 
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tion emerged during a recent interna- 
tional conference on Cambodia, or- 
ganised by Griffith University in Bris- 
bane, Australia. The conference was at- 
tended by representatives from the 
Soviet Union, Vietnam, Cambodia and 
Laos. During the conference, Moscow's 
representatives presented the Soviet 
Union's recent decision to withdraw 
from Afghanistan as a "stirring exam- 
ple" for Vietnam in Cambodia — a view 
the Vietnamese vehemently rejected. 
Privately, Vietnamese officials ar- 
gued that the cases are dissimilar. One 
official pointed out: "There was no 
genocide in Afghanistan" — a reference 
to the hundreds of thousands of Cambo- 


INWIWOU- 


Vietnamese participant refuted this 
view, asserting that local factors were 
most important and that "outside fac- 
tors cannot force Vietnam to change." 

Hanoi is wary of any big-power deal 
made over its head as Peking and Mos- 
cow — and, more recently, Washington 
and Moscow — have begun discussing 
the Cambodian question. Moscow's 
drive to improve its ties with Peking in 
particular puts Vietnam increasingly at 
odds with the Soviet Union. 

In private, a Soviet area specialist 
said: "What is at issue in Cambodia is 
that the Chinese have lost face — a set- 
tlement can be worked out if it saves 
China's face. But the Vietnamese don't 
seem to realise that." Implicit in the re- 
mark is Soviet criticism of Vietnam's 
past refusal to accept the Khmer Rouge 
— whose overthrow in 1979 made China 
lose face — as part of any political set- 
tlement. This is in contrast with a more 
forgiving Soviet approach to the Khmer 
Rouge. For a long time, Hanoi sought 
total exclusion of the group, though it 





An earlier partial withdrawal from Cambodia: increased pressure. 








dians who died at the hands of the 
Khmer Rouge between 1975 and 1979, 
when the communists under Pol Pot 
ruled the country. The Vietnamese fear 
that, despite the growing strength of the 
Hanoi-backed Heng Samrin regime and 
its military forces, the Khmer Rouge 
might return to power should Vietnam's 
forces suddenly be withdrawn. 

The Vietnamese also stress that, un- 
like the Soviets' allies in Afghanistan, 
the Heng Samrin regime controls most 
of the countryside. The implicit Viet- 
namese conclusion from this compari- 
son seems to be that Hanoi, unlike Mos- 
cow, is therefore, under no indigenous 
pressure to cut and run. 

While a Soviet participant in the 
Brisbane conference said the "new at- 
mosphere between the United States 
and the USSR can have a positive influ- 
ence on many regional conflicts," a 
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now officially accepts the notion of “na- 
tional reconciliation" among all Cam- 
bodians, including the Khmer Rouge. 

At the conference, the Vietnamese 
bristled at advice offered by the Soviets 
— in the presence of foreigners — that 
Vietnam should try to improve relations 
with China. "One has to have an im- 
agination to think that one day Vietnam 
and China will be good friends,” a 
Soviet participant said at a social func- 
tion during the conference. One of the 
Vietnamese delegates shot back: “One 
has to have a very large imagina- 
tion.” 

Vietnamese anger at the Soviet 
Union also stems from Moscow’s low- 
key posture on the recent Sino-Viet- 
namese clash over the Spratly Islands, 
which both countries, among others in 
the region, claim as their own. Vietnam- 
ese sources confirmed that Hanoi did 
not ask for Soviet military support after 
a Chinese attack on Vietnamese ships 
near the Spratlys, but Vietnamese lead- 
ers nevertheless were "shocked" by 
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what they viewed as Soviet compla- 
cency. 

Western diplomats said Soviet help 
to Vietnam was confined to providing 
satellite and signals intelligence on 
Chinese ship movements. The official 
Soviet daily newspaper Pravda express- 
ed concern over the tension in the Sprat- 
lys but, in a show of even-handedness, it 
called on “both sides to refrain from the 
use of force." A Moscow Radio com- 
mentary noted that “the Soviet people 
cherish friendly feelings for both the 
Vietnamese and Chinese peoples” and 
wanted to see a quick settlement to the 
territorial dispute. 

Sources in Hanoi said Moscow's 
hands-off policy in the the Spratlys clash 
has led to a debate within the Vietnam 
Communist Party over just what impor- 
tance should be attached to Vietnam- 
ese-Soviet relations. "The people are so 
angry that shop girls in Ho Chi Minh 
City have refused to sell goods to the 
Soviets,” a Vietnamese source said. Al- 
though southern Vietnamese are known 
to dislike the Soviets generally, the fact 
that Vietnamese are willing to admit to 
the situation is itself an indication of a 
deterioration in Hanoi’s relations with 
Moscow. 


ietnamese-Soviet friction over aid 

has added to the tension. Recently, a 
huge Soviet-aided hydroelectric station 
in Tri An, 90 km from Ho Chi Minh 
City, had to be shut down within days of 
its inauguration due to a malfunction. A 
Soviet magazine blamed the problem 
mainly on hasty construction and a lack 
of coordination among various con- 
cerned Vietnamese ministries. How- 
ever, a Vietnamese source said: "We 
have conducted an inquiry and found 
that the problem was not in execution 
but in flawed design by engineers in 
Leningrad." 

The Vietnamese privately complain 
that, recently, Moscow has almost dou- 
bled the price of goods it delivers to 
Vietnam. They say they find particu- 
larly irksome the Soviet practice of in- 
creasing by several times the price of 
goods purchased for Vietnam in Singa- 
pore, Thailand, India and othercountries. 

In the past, Vietnam did not com- 
plain because most of these goods were 

, purchased by Hanoi with long-term So- 
viet loans — many of which were writ- 
ten off. But with Soviet leader Mikhail 
Gorbachov's new economic managers 
demanding prompt Vietnamese fulfil- 
ment of commercial contracts, the price 
policy has emerged as a sore point. 

Current realities limit the scope of 
estrangement, however. Vietnam, with 
two-thirds of its imports coming from 
the Soviet bloc and US$7.7 billion in 
debt with communist countries, has lit- 
tle choice but to stay in Moscow 's rela- 
tive good graces. And the Soviet need 
for a military foothold in Vietnam is 
likely to restrain its diplomatic moves 
vis-à-vis China and Asean. Oo 








Marriage made in Moscow 





Soviets suggest talks between Phnom Penh and Khmer Rouge 


I: an effort to cut its troublesome in- 
volvement with the Vietnamese occu- 
pation of Cambodia and to cement a 
better relationship with China, Moscow 
has tried to bring about a marriage be- 
tween the Khmer Rouge — the com- 
munist faction in the coalition resistance 
government — and their erstwhile com- 
rades now in power in Phnom Penh. 
The attempt, though strongly resisted 
by the Vietnamese, is causing concern 
among Cambodians both of the Heng 
Samrin regime and the non-communist 
factions of the resistance. 

Moscow's interest in promoting na- 
tional reconciliation among Cambo- 
dians has been evident for some time, 
especially since the somewhat discor- 
dant May 1987 meeting between Soviet 
leader Mikhail Gorbachov and Viet- 
namese party secretary Nguyen Van 
Linh. (REVIEW, 11 June '87). At a ban- 

uet speech Gorbachov said that the 

'ambodian problem could be resolved 
only “on the basis of the unification of 
all their national patriotic forces." 
Recent information indicates that the 
Soviets have continued to push the for- 
mula in the somewhat narrower sense of 
healing the schism in the Cambodian 
communist movement. 

Well-placed Cambodian sources told 
the REVIEW that on the evening of 21 
December last year, while Soviet De- 
puty Foreign Minister (for Asia) Igor 
Rogachev was visiting Peking, the 
Soviet ambassador in Phnom Penh 
approached the Cambodian Foreign 
Ministry with a proposal that Premier 
Hun Sen meet with the Khmer Rouge 
leader Khieu Samphan, the vice-pre- 
mier in the resistance coalition govern- 
ment. The Soviet ambassador asked for 
a prompt response that very evening 
which would be communicated to 
Rogachev in Peking. 

As Hun Sen was at the time away on 
a visit to Laos, after emergency consul- 
tation the same evening, a vice-foreign 
minister sent a message with agreement 
in principle to a meeting. Informed of 
the proposal while in Vientiane, Hun 
Sen consulted Lao party leader Kay- 
sone Phomvihane. On his return to 
Phnom Penh, Hun Sen informed the 
Soviet ambassador that while he was 
ready in principle to a meeting, then was 
not the time. 

Soviet officials reportedly have ar- 
gued that a reconciliation among Cam- 
bodian communists would enable them 
to dispose of the non-communists and 
also enlist Chinese support. However, 
Vietnamese sources, who confirmed 
that Moscow indeed had made such a 
proposal for a direct dialogue between 
the Hun Sen government and the 
Khmer Rouge, stressed that it was only 
a Soviet trial balloon and not one de- 
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veloped in consultation with Peking. 
The first public hint of the Khmer 
Rouge dialogue proposal came during a 
17-21 May conference on Cambodia 
organised by Griffith University near 
Brisbane. The conference was attended 
by representatives. from the Soviet 
Union, Vietnam, Laos and the Hanoi- 
backed ee ‘Republic of Kam- 
puchea (PRK), as well as academics. 
Addressing the conference about 
possible scenarios of peace, Khieu 
Kanharith, editor of the official organ of 
the PRK, the weekly newspaper Kam- 
puchea, said: “A PRK-KR [Khmer 
Rouge] solution has been envisaged by 
certain politicians; firstly because this 


certain 
ie hardest-line 
















Hun Sen: direct dialogue urged. 











KR having first been removed; and next 
because this would suit many countries 
as well.” But he added that it was doubt- 
ful whether the PRK would accept this 
type of cooperation as “the PRK would 
lose its popular support to the benefit of 
non-communist parties.” 

Cambodian sources speculated that 
Rogachev probably sought to interest 
China in such an idea after the coali- 
tion resistance leader, Prince Norodom 
Sihanouk, had broken the deadlock and 
initiated talks with Hun Sen.The Soviet 
proposal had come shortly after Hun 
Sen’s first meeting with Sihanouk in 
France — a meeting that was strong- 
ly opposed by the Khmer Rouge 
and disliked by Peking. The Soviet pro- 
posal also could have been designed to 
find a rapid settlement to the Cambo- 
dian problem to pave the way for a sum- 
mit between Gorbachov and Chinese 
leader Deng Xiaoping. 


China has repeatedly said that a sum-. — cu 


mit could come only after Moscow had 
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Cambodia. Interestingly, “Rogachev 
told a press conference in Peking on 22 
December — the day after Phnom Penh 
had agreed in principle to a Hun Sen- 
Khieu Samphan meeting — that he was 
optimistic about a possible summit. 

A Soviet expert attending the con- 
ference in Brisbane maintained that 
among the present Khmer Rouge ranks, 

. 30% are old cadres while 70% are 

. young Cambodians who have spent nine 
years in refugee camps and have been 
subjected to Pol Pot's propaganda and 
controlled by security forces under the 
command of ‘Deuch,’ the notorious 
former warden of Tuol Sleng prison in 
Phnom Penh. 


ersuaded Vietnam to withdraw from - 


Pol Pot, Ieng Sary and their wives (who 
are sisters) be removed. The Soviet ex- 
pert noted that Sihanouk is "very af- 
| raid" of cooperation between the PRK 
and the Khmer Rouge. 

While the idea of reunification of the 
Cambodian communist party does not 





Straws in the wind 


Ending Vietnam's isolation from the West is now a US goal 


ith barely five months left before 

the US presidential election, 
Washington and Hanoi both seem to be 
| accelerating efforts to remove obstacles 
- blocking the normalisation of relations. 
Vietnam's recent announcement 
that it will pull 50,000 troops out of 
Cambodia by the end of 1988 has been 
followed by a flurry of meetings or plan- 
ned meetings between US and Viet- 
namese representatives in Hanoi and 
New York. The US would like Vietnam 
to close the books on Americans miss- 
ing in action (MIA) in the Indochina 
War and appears willing in return to 
offer Hanoi a way out of its political and 
economic isolation. This would help 


Hanoi stem its refugee outflow, which | 


has made Vietnam increasingly burden- 
some to the outside world. 

For its part Hanoi, plagued by eco- 
nomic problems and smarting under 
Soviet pressure to fix the economy and 
compromise on Cambodia, appears 


keen to explore the narrow window of | 


| June, between Vietnamese Vice-Pre- 
| mier and Foreign Minister Nguyen Co 
Thach and Reagan's special envoy Gen. 
John Vessey may determine whether 
Washington will bury the hatchet 
with Hanoi before Reagan leaves of- 
fice. 

The US insists that before normalisa- 
tion of relations can be discussed, Hanoi 
must give a fullest possible accounting 
of MIAs and must remove its forces 
from Cambodia. There are indications 
of some movement on both issues. 

To encourage Hanoi to fulfil an ear- 
| lier commitment to resolve the MIA 

issue, Reagan sent Vessey to Hanoi in 
August 1987 and later acceded to an im- 
plicit link between an accounting of 


Vietnam. Under an agreement, Hanoi 
agreed to resolve 70 “compelling MIA 
cases” — cases of US servicemen who 
were known to have been captured alive 
or prisoners who died in captivity but 
have not yet been accounted for. In re- 





MIAs and private humanitarian aid to | 
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| 
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government, 






ur within the Hun Sen — 

ernment, there appears to be some 
support for the possibility of entering 
into a coalition with select elements of 
the Khmer Rouge. Àn influential sec- 
tion of the PRK including Hun Sen be- 
lieves that there are *moderates" within 
the Khmer Rouge leadership, such as 
Khieu Samphan and the former chair- 





i man of the resistance coalition govern- 


| 
| 
| 
| 
| 
| 


ment's national assembly, Nuon Chea, 
who would be acceptable as partners 
in a reunification government. (Nuon 
Chea was the only person among 
the top Khmer Rouge leadership 
who was a member of the Ho Chi 
Minh — led Indochinese Communist 
Party.) 


turn, the US promised to facilitate ri- 


| vate aid to-help Vietnamese who lost 


limbs during the Indochina War. 

Since the Vessey visit, 52 sets of MIA 
remains have been returned to the US 
by Hanoi. However, sources say that 
when forensic analysis of these remains 
is completed, not more than half of 
these are expected to fall into the “com- 
pelling” category. So far, US$110,000 
of prosthetics assistance has been pro- 
vided to Vietnam by private organisa- 
tion, with Washington’s blessing. 

The agreement reached after the 
Vessey visit ran into difficulties when 
the Vietnamese insisted that at least 
part of the aid should come from the US 
Government. Washington responded 
that it had made no aid commitment 
other than to facilitate aid by non-gov- 
ernment groups. Current US law pro- 
hibits providing aid to Vietnam. 


Ẹ late May, Hanoi softened its 
stance on the issue, saying it only ex- 
pected US Government help in imple- 
menting the aid programme. That ex- 
pectation will apparently be met when a 
team of US Government doctors, ac- 


| companied by a State Department offi- 





opportunity offered by the  . 
Reagan administration in its 
waning months before a 
new administration is 
ushered in early next year. 

In private, Vietnamese 
officials acknowledge that 
unless normalisation is 
achieved, or at least impor- 
tant obstacles to it removed 
before the US election, 
Hanoi may have to wait a 
long time for a new ad- 
ministration to address the 
issue. 

The outcome of two US- 
Vietnamese meetings in 
Hanoi — one addressing the 
return of MIA remains and 
the other looking at possible 
US humanitarian aid for 








cial, visits Hanoi on 6-9 
June to assess the needs of 
Vietnamese children who 
were disabled in the war or 
by disease and malnutri- 
tion. The despatch of the 
mission follows a decision 
by the US administration to 
go beyond helping to pro- 
vide prosthetics to assisting 
children with disabilities. A 
source in Washington said 
the US medical mission 
could lead to granting food 
aid to Hanoi. 

This softening of Wash- 
ington’s posture on 
humanitarian aid seems to 
be a final bid for Vietnam- 
ese cooperation on the MIA 
issue — and perhaps a less 








a 





Vietnam — and a third direct attempt to facilitate a 
more broadly based meet- [9 d eu : resolution of the Cambo- 
ing, scheduled in early j|Thachand Vessey negotiate: burying the hatchet. _*| dian problem. 
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However, not everybody in the PRK 
seems convinced. One Cambodian in- 
tellectual from Phnom Penh said that 
given the total secrecy and com- 
partmentalised organisation of the 
Khmer Rouge, it was very hard to know 
who among the top leaders were moder- 
ate or held views different from Pol Pot. 
In view of the tight grip Pol Pot still 
maintains over the shadowy Angkar 
(party organisation), he said: “It is hard 
to dissociate Pol Pot from the rest of the 
Khmer Rouge. It is true that there is a 
younger group among the Khmer 
Rouge, but once they have been indoc- 
trinated and inducted into the organisa- | 
tion it is difficult to take them out.” | 

— Nayan Chanda 








Senior US officials are concerned 
that US military bases in the Philippines 
may have to be closed down in 1991, 
when the current nde cnm bases 


agreement expires. Should these bases 
be closed, Soviet military facilities in 
Cam Ranh Bay and Danang would be 
unchecked. A Cambodia settlement 
and the normalisation of US-Vietnam 
relations, the reasoning in Washington 
goes, would allow Vietnam to reduce its 
dependence on Moscow and thereby 
enable Hanoi eventually to wriggle out 
of its commitments to provide the 
Soviets with military facilities. 

In a small but significant gesture, the 
State Department in late May reversed 
its earlier opposition to the granting of a 
visa to Vietnamese National Assembly 
member Nguyen Xuan Oanh, an impor- 
tant adviser to Hanoi economic reform- 
ers led by Acting Premier Vo Van 
Kiet. Oanh was invited to speak in the 
US by the Asia Society in New York and 
by a number of educational institutions, 
including Harvard. 

Despite some doubts about Viet- 1735 


nam’s motives in announcing that its 

troops in Cambodia will be placed BLANC PAIN 
under Cambodian command beginning 
in 1989, the US has welcomed Hanoi's 
pledge to withdraw 50,000 troops from 
Cambodia this year. There have been 
other indications of Hanoi's more com- 
promising stance on Cambodia. After a 
Paris meeting on Cambodia in April be- 
tween Igor Rogachev, the Soviet de- 
puty foreign minister in charge of Asia, 
and Gaston Sigur, assistant US secret- 
ary of state for East Asia and the 
Pacific, a senior US official said: “We 
see interesting straws in the wind worth 
paying attention to." 

There also has been a shift in the US 
position in that Washington no longer is 
opposed to talking to Vietnam on Cam- 
bodia — a task that was earlier rele- 
gated to Asean. A senior US official 
said shortly before Vietnam's most re- 
cent withdrawal announcement that the 
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Plugging the gap 


Labour-short Singapore needs foreigners — for now 


By Suhaini Aznam in Singapore 


Rise. Singapore has had to 
open its doors wider to guest work- 
ers from neighbouring Asean nations 
and, according to some Singapore resi- 
dents, workers from China as well. 
About 100,000 foreigners now work in 
the republic's desperately labour-short 
factories, construction sites, depart- 
ment stores and homes. The retail sec- 
tor needs some 1,500-2,000 workers and 
à government minister has estimated 
that for every 1% of economic growth, 
another 10,000 foreign workers are 
needed. 

Filipina maids, who make up 40% of 
the foreign workforce, Thai construc- 
tion workers, Malaysian factory girls, 
and lately even sales girls, are needed to 
help sustain the Singapore economy 
which recorded a growth of 9.4% in 
GNP in 1987. Guest workers from 
China, however, are a new phenome- 
non and though relatively small in 
number, their presence is surprising 
given Singapore's vigorous anti-com- 
munist policy. 

The Chinese are mainly in elec- 
tronics assembly and in the construction 
industry and it is believed that they are 
being trained so that they can return 
home to China as builders. Their pre- 
sence is a sensitive subject and Labour 
Ministry and trade union officials, as 
well as industrialists, refused to talk to 
the REVIEW about them. 

Singapore has clearly spun out of its 
1985 recession — 66,000 jobs were 
created last year against only 11,100 in 
1986. But of the 48,000 jobs created in 


Wu: political gesture. 





the manufacturing sector last year, a lit- 
tle over half were filled by foreign work- 
ers and, Finance Minister Richard Hu 
told parliament when presenting the 
1988-89 budget in March, 2,500 foreign- 
ers were hired every month by manufac- 
turers in the first quarter of this year. 
Singapore is disturbed at having to 
rely so heavily on blue- 
collar foreign labour, 
as opposed to white- 
collar skilled and pro- 
fessional foreign work- 
ers who are classified 
separately. Labour 
Minister Lee Yock 
Suan told paniamest 
during the budget de- 
bate that employers 
would nevertheless 
not be allowed to have 
more than 50% of their 
staff filled with for- 
eigners and on 1 April 
the levy employers 
must pay on foreign 
workers in all sectors, other than maids 
and construction, was raised from 
S$140-170 (US$69-84) per worker 
a month. The levy for maids is $$120 
and for construction workers $$170. 
The government's reluctance to em- 
bark on anything more than a “control- 
led revolving pool of foreign workers on 
short-term work permits," as Hu de- 
scribed it, stems from its fear of the 
workers staying on and eventually be- 
coming citizens. Although never articu- 
lated, the government wants to main- 


CHINA 


Wu-ing Peking 





Hu: blue-collar imports. 





tain Chinese dominance in the republic 
of 2.6 million, 76% of whom are 
Chinese, and therefore must avoid an 
influx of poorly educated, non-Chinese 
foreigners settling down and probably 
having a higher birth rate than the lo- 
cals. It is no secret, for instance, that 
Singapore has tried to attract more 
ethnic Chinese, notably Hongkong pro- 
fessionals. 

Work-permit holders (those earning 
below S$1,500 a month) are not nor- 
mally given work permits for lengthy 
periods, let alone allowed to stay 
and marry locals, The Straits Times 
quoted Lee as saying in parliament in 
January. Control, by way of permission 
STAAITSTIMES swowont to marry being needed, 
was necessary because 
if the policy was “too 
liberal, we have the 





danger of being 
ila aa by many po- 
tentia immigrants 


who wish to seek a bet- 
ter life here.” 

The statistics seem 
to bear out these fears. 
A report by the Malay- 
sian national news- 
agency, Bernama, in 
April noted that for 


every three people 
Singapore gained 
through the natural 


balance of birth and death between 
1977-86, one foreigner became a Singa- 
pore citizen. In that decade, an annual 
average of 8,500 immigrants gained 
citizenship against an average natural 
population growth of 28,000 a year. 
This is not the first time Singapore 
has opened its doors in recent years. 
Several thousand young men from the 
north Malaysian state of Kelantan were 
employed during the construction boom 
years of the 1970s. When recession 
struck in 1985, they were sent home as 


Vatican appoints a cardinal with a mission 


By Emily Lau in Hongkong 


he Vatican has made a significant 

political gesture to China by elevat- 
ing Roman Catholic Bishop of Hong- 
kong, John Baptist Wu, to cardinal on 
29 May. The Vatican is keen to re-estab- 
lish diplomatic ties with Peking and set 
up à possible visit by Pope John Paul II 
next year, which would be the first ever 
by a pope to China. 

Diplomatic ties were severed in 
1951. After that a government-super- 
vised Patriotic Catholic Association ap- 
pointed Chinese bishops and Catholics 
proclaiming allegiance to the Vatican 
were persecuted, though Peking has 


been more liberal in recent years, free- 
ing Bishop Ignatius Gong Pingmei of 
Shanghai on parole in January, for in- 
stance, after 33 years' imprisonment 
for “high treason.” 

Church sources said that, given the 
Vatican’s anxiety to restore diplomatic 
relations, it was important to have a 
Chinese cardinal, but that under the 
present sensitive circumstances, ap- 

inting one from China would have 

een provocative and one from Taiwan 
“inconvenient.” 

Because the church is as concerned 

about its state-to-state relations with 
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unemployment in Singa- 
pore topped 6.5% in 
1986. 


Unemployment is now 
down to the pre-reces- 
sionary level of 2.8% and 
with demand for labour 
high, some employers 
have resorted to hiring il- 
legally. In a two-week op- 
eration in late April, La- 
bour Ministry officials 
detained 300 foreigners 
without work permits. In 
1987, 1,335 were de- 
tained. vct can be 
fined up to $$5,000 or 
jailed for up to a year or 
both for hiring illegal for- ME: 
eign workers — in 1987 | «| © => 
alone 168 employers were ~ 
found guilty. 

To lessen the depend- 
ency on foreign labour the government 
encourages employers to woo older Sin- 
gaporean workers and housewives back 
into the labour pool. As an incentive, 
the government announced plans to 
allow workers above 55 years, the usual 
age of retirement, to pay a lower rate to 
the Central Provident Fund (CPF), a 
national pension scheme, as compared 
to the 25% of their monthly wage 
younger workers must pay. 





T= may be possible in some sectors, 
but construction needs strong young 
men, not elderly workers, and house- 
wives are reluctant to join the workforce 
if they cannot get help with the chores at 
home, which in turn means hiring for- 
eign maids. 

There are no easy solutions in sight. 
With a population growth rate of only 
1.2% and a workforce of 1.2 million, it 
does not y tee likely that a large group 
of young Singapore workers will be en- 
tering the job market in the foreseeable 


China as it is with its pastoral relations 
with Catholics on the mainland it might 
be prepared to sacrifice smaller in- 
terests in order to attain larger goals. In 
1971, for instance, the Vatican reduced 
the level of representation in Taiwan 
from nuncio (ambassador) to charge 
d'affaires. ; 

Contacts between the Vatican and 
Peking on the establishment of formal 
relations reached a new high last year 
with a meeting between Cardinal Jaime 
Sin of the Philippines and Chinese party 
general secretary Zhao Ziyang. But 
outstanding issues include not only the 
relationship with Taiwan but the posi- 
tion of the Vatican-appointed versus the 
“patriotic” bishops. 

On the ground in China, the dividing 
line between “patriotic” Catholics and 
“Roman” Catholics is a fuzzy one and 
has not stopped an upsurge of Catholi- 
cism. For instance, the Shanghai semi- 
nary run by “patriotic” bishop Jin of 
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future. This is one of the reasons why 
the government has reversed its "stop at 
two" (children) family-planning pro- 
ramme and is now encouraging larger 
amilies, especially among university 
graduates. If successful, that policy 
would take another 20 years to produce 
asizeable working-age group. 

Numbers alone are not the problem. 
Job expectations are. "Everyone wants 
to be chief here, there are no Indians," 
said a personnel manager who re- 
quested anonymity. “Job-ho ping is 
quite common among young Singapo- 
reans and young graduates all aspire to 
management positions,” she added. 

If that is an apt description of today’s 
Singapore Chinese, the same is not true 
of its Malay minority who make up 
nearly 15% of the population. “There 
are some communities who are willing 
to take on blue-collar jobs,” said the 
manager of an employment agency 
which has a list of more than 300 
vacancies, mainly in the booming elec- 


Shanghai, appointed in 1988, has 130 
men studying for the priesthood. But 
there are also “underground” bishops 
appointed by Rome in secret. 


W u, 63, and born in Guangdong, is 
the first cardinal appointed in 
Hongkong. He served as a priest in 
Taiwan for 18 years before coming to 
Hongkong as bishop in 1975. In 1985 he 
led a delegation to the mainland where 
he told Chinese officials the Hongkong 
Catholic Church was prepared to serve 
as a bridge between China and the out- 
side world. He is thus in an advantage- 
ous position in that he has strong ties 
with Taiwan and is accepted by China. 
Wu is reserved and diplomatic and 
under his leadership the Catholic 
Church in Hongkong is not expected to 
be involved in any confrontation with 
China before or after 1997. The church 
hopes Catholics will help in China's 
Four Modernisations — agriculture, in- 
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tronics industry. Singa- 
pore Malays are answer- 
ing the want-ads. 

In addition, Johore, 
Malaysia’s southernmost 
state just across the cause- 
way from Singapore, is an 
easy source of labour, 
with some 20,000 workers 
commuting daily. In late 
March, the Labour Minis- 
try announced that it 
would allow Malaysians 
with a minimum of five O- 
level passes to apply for 
three-year work permits, 
;| as opposed to the usual 
~ >| two. The announcement 
was well received in 
Malaysia where un- 
employment is running 
close to 9%. For the first 
time too the retail sector 
can hire foreign workers. 

But foreign workers are a stop-gap 
measure and the government would like 
to phase them out 7 1992. By imposing 
a disproportionately high levy — a 
S$120 monthly levy for maids whose pay 
is only about $$250 — the government 
hopes employers will be spurred to hire 
locals. Letters to The Straits Times indi- 
cate that some Singaporeans would like 
to have the levies ified altogether. But 
faced with the choice of either curtailing 
production for lack of manpower, or 

aying the levy, employers still opt for 
oreign workers. Some take the cost of 
the levy from the foreign workers by 
lowering their pay. 

This is not completely discouraging, 
as foreign workers are exempt from 
paying the 25% monthly contribution to 
the CPF and do not mind losing the em- 
ployers' 10% contribution made on 
their behalf. To them there is no choice 
really. It’s either a job abroad or going 
hungry at home. oO 
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dustry, defence, science and technology 
— and promote the universality of 
Christianity. Some prominent Catholics 
who are involved in the pro-democrac 
lobby have privately urged Wu to spea 
out on behalf of human rights viola- 
tions against Catholics in the main- 
land. 

Members of the Catholic Church 
have been prominent in arguing for di- 
rect elections and the protection of 
liberties in Hongkong. Now, some 
Catholics worry that improved Vatican- 
Peking relations could soften the 
Church’s support for liberal causes 
which do not find favour with China. 

In Hongkong, out of a popuienan of 
5.6 million, there are only 270,000 Cath- 
olics. However, their influence through 
the school system — many of the top 
secondary schools are run by Catholics 
— and other social organisations is 
probably a lot greater than their num- 
bers suggest. o 
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JAPAN 


Tackling the tax issue 


Takeshita may succeed in reforming the system 


By Charles Smith in Tokyo 


bie issue of tax reform, which very 
nearly caused the downfall of form- 
er Japanese prime minister Yasuhiro 
Nakasone, is also turning out to be a 
make-or-break issue for his successor. 
But, whereas Nakasone was forced to 
beat a humiliating retreat in April 1987 
after members of his own Liberal 
Democratic Party (LDP) rejected his 
reform proposals, it now looks as if 
Noboru Takeshita may succeed in 
enacting a reform package — which in- 
cludes a controversial new indirect tax 
— at a special session of parliament to 
be convened in mid-July. 

Takeshita’s success in pushing his re- 
form proposals may reflect experience 
gained since the beginning of 1987 by 
both the government and the public: tax 
analysts say that public recognition of 
the need for tax reform to iron out in- 
equities in the existing system is far 
stronger today than at the start of 1987. 
Takeshita's personal style as a politi- 
cian, however, seems also to have 
pared a part in gaining acceptance for 

is proposals. 
nlike Nakasone, who sprung his 
ideas on an — v public, 
Takeshita appears to have followed a 
poy of gradually releasing portions of 
is plan over a period of months in order 
to test public reactions. Full details of 
the tax reform proposals are due to be 
unveiled in mid-June by the LDP com- 
mittee on tax reform which is formally 
in charge of the work of drafting the 
ackage. But a series of carefully calcu- 
ated leaks by committee members has 
already built up a remarkably full pic- 
ture of the government's plans. 

Among the major features of the 
package are a 3% "general consump- 
tion tax" which will be levied on all com- 
mercial transactions with the possible 
exception of land sales and financial 
transactions, and ae te by all com- 
panies with annual sales totalling ¥20 
million (US$160,129) or more. To ba- 
lance the consumption tax, the LDP 
committee is proposing a sharp cut in 
the standard rate of income tax and the 
abolition of existing sales taxes on speci- 
fic items such as cars and TV sets. 

A new tax on capital gains realised 
by sales of securities, and a reduction in 
the scope of tax privileges allowed to 
doctors and lawyers, will be thrown in to 
convince leftwing voters that the plan- 
ned reduction of income tax is not a gov- 
ernment “plot” to favour the rich. 

Of the various proposals in the 
Takeshita package, the “general con- 
sumption tax” is seen as being by far the 
most likely to stir up trouble when par- 





liament begins to debate the reforms. 
Opposition to the introduction of any 
major indirect tax is still strong among 
small Japanese businessmen. But most 
other groups appear to be coming 
gradually round to the idea that Japan 
must follow other advanced nations in 
reforming its tax system so as to reduce 
its reliance on direct taxes (which fluc- 
tuate sharply in response to changes in 
the economy). 

More significantly, Takeshita seems 
to have made considerable progress in 
conciliating opponents to his indirect 
tax proposal among major opposition 
parties. Of the three main non-com- 
munist groups, two 
— the Democratic 
Socialist Party and 
the Buddhist-backed 
Komei party — now 
say that they will at- 
tend parliamentary 
debates on the tax 
issue and may even 
support reforms if 
they include a suffi- 
ciently "serious" 
treatment of existing 
tax inequities. 

A spokesman for 
the Japan Socialist 
Party (JSP) said that 
the party was *uncom- 
asm. d opposed 
to any package which 
includes a tax on con- 
sumption or sales. 
But JSP watchers in 
the business world 
claim the party is in 
danger of splitting over the tax issue. 
The party’s Marxist Left seems likely to 
line up with the Japan Communist Party 
in refusing to have any truck with the 
government proposals — possibly to the 
extent of boycotting sessions of parlia- 
ment at which the reforms are dis- 
cussed. Rightwing factions of the JSP 
may support some changes in the exist- 
ing system. 





A major reason why the Takeshita re- 
forms appear likely to be accept- 
able to trade unionists is that the pack- 
age will be “revenue negative” so far as 
the government is concerned, instead of 
filling the government’s coffers and 
leaving pe ig oo either worse off, or 
no better off, than before, as appeared 
likely in 1987. Whereas the Nakasone 
plan proposed to balance cuts in income 
tax z a sales tax that would yield an 
exactly equal amount of revenue, the 
Takeshita plan will apparently give 











away far more in income-tax cuts than it 
will take by means of the general con- 
sumption tax. 

ax specialists say the consumption 
tax may yield roughly ¥3.5 trillion in a 
full year, assuming reasonably full dec- 
laration by companies liable to pay it. 
Income-tax cuts by contrast should be 
worth at least ¥4.5 trillion — easily ex- 
ceeding any cuts made in previous tax 
reforms. A feature of the cuts (accord- 
ing to one the LDP’s numerous leaks) 
will be the highest tax-free ceiling on in- 
dividual incomes in any major country. 

Leaving aside specifics, such as the 
amount of money involved in the new 
system, tax analysts believe that 
Takeshita’s way of approaching the 
issue may have succeeded in dispelling 
claims by the Left that the LDP is dis- 
honouring a pledge to the nation by 
proposing to introduce a general sales 
or consumption tax. 

Nakasone’s plan to introduce a 5% 
“sales tax" on the model of the EC's 
VAT was unveiled 
only six months after 
the former prime 
minister had pledged 
during a general elec- 
tion campaign, in the 
summer of 1986, 
that the government 
would never propose 
a "large-scale indirect 
tax." Takeshita, by 
contrast, made the re- 
form of the tax system 
a key plank in his 
campaign to seek the 
leadership of the LDP 
in the 1987, and can 
thus be regarded as 
fulfilling, rather than 
breaching a public 
commitment. 

The fact that 
Takeshita's two main 


Takeshita: reform success. Linee during the 


LDP leadership cam- 
paign also stressed tax reform suggests 
that Takeshita is not in danger of being 
stabbed in the back by senior colleagues 
if his tax reform programme runs into 
difficulties in parliament. 

The paradox of Takeshita's position 
as he prepared to tackle the tax issue is 
that if he does enact a major tax reform 
the effect could be to lose votes for the 
LDP in the next election. Members of 
the Takeshita faction speculate that the 
tax issue may be worth at least 15-20 
seats to the four main opposition parties 
in addition to the 20 or so the govern- 
ment is likely to lose anyway as the re- 
sult of a natural swing of the pendulum 
away from the peak support levels it en- 
joyed in 1986. 

This prospect is a painful one for 
Takeshita, supporters suggest, but does 
not alter the fact that the prime minister 
may be on the verge carrying out re- 
forms that have consistently eluded his 
predecessors. Oo 
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INDONESIA 


Reviving the red threat 


Communist spectre invoked in jockeying for Golkar power 


By Michael Vatikiotis in Jakarta 


Alm every day for the past few 
weeks, a little-known Jakarta daily 
newspaper, Jayakarta, has run at least 
one story on its front page warning read- 
ers of the latent influence of com- 
munism in Indonesia. The use of head- 
lines like “The PKI jue long-banned 
Communist Party of Indonesia] will 
awaken while we sleep" is only one as- 
pect of the curious revival of old rival- 
ries and political ghosts that has 
haunted the political scene here since 
the re-election of President Suharto in 
March. 

With overt political activity at a vir- 
tual standstill since the end of the 
People's Consultative Assembly (MPR) 
session in March because of the Muslim 
fasting month, there have been few op- 
portus for political speechmaking. 

uch of the lobbying, therefore, has 
appeared on the pese of Jakarta's pro- 
lific though usually cautious press. 

The accusations of past PKI associa- 
tions first surfaced during the MPR ses- 
sion as an attempt to sully the name of 
then state secretary Sudharmono, who 
was elected vice-president after the last- 
minute withdrawal of the only other 
candidate. They later developed into 
what at first sight looked like a full- 
blown revival of communist fears. Since 
it is 23 years since the attempted coup 
of October 1965, which precipitated a 
bloody communist wise bane and gave 
birth to the Suharto's New Order gov- 
ernment, the question was: why should 
the issue be resurfacing now. 

Analysts agree that more than any- 
thing else, it has been symptomatic of 
intense jockeying for the best position 
before the next important event in the 
Indonesian political calendar. In Oc- 
tober, the ruling political group, Gol- 
kar, will hold à national congress to 
elect a new chairman. Currently the 
position is held by Sudharmono, and 
there is sprona that the vice-presi- 
dent might try to keep the post instead 
of moving “above” partisan politics. 
That, coupled with suggestions that 
Suharto wants to give the party a bigger 
role in the political system (REVIEW, 12 
Nov. '87), has given this session of the 
five-yearly congress added significance. 

While the congress is months away, 
one reason for all the activity now is 
that, for the first time delegates to the 
main congress will be elected at a series 
of regional congresses which begin this 
month. Five years ago, these positions 
were filled after the main event, leading 
to speculation that this time the grass- 
roots will have a greater input at the na- 
tional event. One view is that the armed 
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forces (Abri) — a component in Golkar 
— has decided to use the communist 
issue as a means of influencing these re- 
gional congresses. 

On a broader level, the background 
to this can be traced back to what hap- 
pened at the MPR. Indonesian analysts 
agree on two important points. First, 
the conflict over the choice of vice-pre- 
sident was defused by the ultimate loy- 
alty of everyone to the president. The 
armed forces were initially reluctant to 
back the nomination of Sudharmono 
and gave tacit support to the candidacy 
of Jailani Naro from the Muslim- 
backed United Development Party. 
But a vote on the issue was averted — 
and an open rift avoided — 
after the Abri faction even- 
tually agreed to Sudhar- 
mono’s candidacy and 
Naro withdrew. 

Secondly, the fact that 
the Abri did not attempt a 
forceful intervention out- 
side the MPR over the vice- 
presidential nomination 
Suggests that political ac- 
tion outside the institu- 
tional framework of the 
New Order has become a 
less likely possibility. 





A now apparently sees 
an urgent need to 


broaden its political base in 
order to ensure a key role 
in constitutional politics. 
The importance of this was 
first anticipated after the 
April 1986 legislative as- 
sembly (DPR) elections, and resulted in 
à more active role for the appointed 
Abri block in the DPR (REVIEW, 15 
Oct. '87). Now, with the Golkar leader- 
ship up for grabs, Abri wants to consoli- 
date its traditional role in the country's 
majority party. According to Yusuf 
Wanandi of the Centre for Strategic 
and International Studies, who was a 
Golkar member of the last MPR, Gol- 
kar has traditionally been dominated by 
two main groups, the bureaucracy, rep- 
resented by Korpri and the armed 
forces. 

However, under the current chair- 
manship, Abri influence in Golkar has 
waned. Analysts say this is partly be- 
cause of the greater concentration of pa- 
tronage under bureaucratic control. 
The combined role of state secretary — 
with control over procurement and the 
allocation of state contracts — and Gol- 
kar chairman, played by Sudharmono 


over the past five years, has served to 














elevate the importance of the Korpri 
element within the party. 

Some elements in Golkar have inter- 
preted this as the triumph of civilian 
over military influence in government. 
They point to the fact that Golkar man- 
aged a 73% majority at the 1986 par- 
liamentary elections, despite deliberate 
moves by Abri to mobilise support for 
other parties. But others suggest this 
view is too simplistic. "There are so 
many cross-cutting ties between Abri 
and Golkar it is difficult to set them 
against each other," said political ana- 
lyst Yuwono Sudharsono. All the same, 
local military commanders are being 
asked to mobilise support for Abri at 
the regional congresses. 

The key political actors have said 
nothing in public to fuel the debate. 
Sudharmono has not said anything to 
back suggestions that he will stand for 
another term. One view is that as vice- 
president, he is bound by protocol to 
remain non-partisan, but diplomatic 
sources say this has not dampened 




























speculation that he is a major contender. 

Both Defence Minister Gen. Benny 
Murdani and armed forces chief Gen. 
Try Sutrisno also have adopted a public 
stance of remaining above the fray. For 
his part, Murdani appears not to have 
suffered the decline in political fortunes 
some predicted after the cabinet reshuf- 
fle in March, which followed his re- 
placement by Sutrisno in the powerful 
Abri position. 

The array of political forces cur- 
rently active in Indonesia have become 
more visible since the MPR. On the one 
hand, Abri is clearly searching for a 
means of maintaining its dynamic role 
in the political system. On the other 
hand, there are those elements who 
stand to gain if Abri's influence is 
weakened. 

But there is little doubt that the run- 
up to the Golkar congress in October 
will see a great deal more jockeying for 
position. o 





THAILAND 


Time to step down? 


Army chief Chaovalit may retire in September military reshuffle 


By Rodney Tasker and Paisal Sricharatchanya in Bangkok 


W ith Thai army commander Gen. 
Chaovalit Yongchaiyut currently 
taking a high political profile, the army 
is coming under fresh scrutiny by mili- 
tary analysts. Many are now looking 
ahead to the September annual military 
reshuffle which, if Chaovalit is allowed 
to retire as expected, may well lead to a 
more professional army leadership con- 
cerned more with security than politics. 
The need for a heavy dose of military 
rofessionalism is all the more obvious 
in light of the Thai army's disappointing 
ormance in the recent Thai-Lao 
order conflict. For three months be- 
tween last December and February, the 
Thais fought but failed to score a deci- 
sive victory over what was traditional- 
ly considered an inferior Lao army. 
Bangkok subsequently 
changed tack and opted for 


atruce (REVIEW, 3 Mar.). 
Against this back- 
ground, a consensus is 


emerging among analysts 
that Chaovalit, whose origin- 
al resignation letter was re- 
jected by Prime Minister 

rem Tinsulanond in early 
May, will probably be suc- 
ceeded by Gen. Pichit Kul- 
lavanich. Pichit, currently 
the more senior of two assist- 
ant army commanders, has 
the reputation of being a 
thorough soldier with com- 
bat experience. 

Army deputy commander 
Gen. Wanchai Ruangtrakul, 
who by seniority should 
theoretically stand the best 
chance of succeeding 
Chaovalit, is a staff officer; 





revolution, which threw the country 
into a spasm of rumours that another 
military coup might be on the way. 
While the affair has further dented 
Chaovalit's political fortunes, it may 
serve to enhance Pichit's chances of 
romotion to the top army slot. 
hereas Chaovalit, during his two 
years as army chief, has shown little re- 
straint in his criticism of the political sys- 
tem or in making known his own politi- 
cal philosophy, Pichit could be expected 
to demand that senior army officers di- 
rect their intellectual energies to purely 
military matters, leaving politics to the 
politicians. 
A separate but significant dimension 
inherent in Pichit’s promotion would be 
a clean-up of the officer corps. Prem has 





Chaovalit and Pichit: dose of military professionalism needed. 
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ments, Pichit unwisely warned publicly 
that the army might “carry out an exer- 
cise,” an implied threat of a coup. 

He was also widely linked in the pub- 
lic mind, rightly or wrongly, with Thai- 
land’s last unsuccessful coup attempt, in 
September 1985. But since then he has 
kept a low political profile, and it is 
thought any association with the 1985 
putsch has now been largely forgotten. 
“Pichit likes to talk about military mat- 
ters now, and it is difficult to get him to 
discuss politics,” a military analyst said. 

Pichit, who at 55 is only five years 
short of the mandatory retirement age, 
is a graduate of the Chullachomklao Mi- 
litary Academy, Class 2, and the US Mi- 
litary Academy at Westpoint. As a 
Class 2 officer, he is distanced from 
Chaovalit, Wanchai, Charuay and su- 
preme command chief-of-staff Gen. 
Sunthorn Kongsompong, who are all 
Class 1 graduates. 

This factor in itself could help Pichit 
get to the top because Prem, who is 
widely tipped to retain the premiership 
after the 24 July general elections, has a 
lot of say in the September promotions, 
and if Chaovalit is going to 
; leave the army almost cer- 
tainly to be a civilian politi- 
cal figure, it would not be 
wise to have the army con- 
currently headed by one of 
his classmates. However, 
Chaovalit in a post-military 
career is not expected to 
openly challenge Prem if he 
decides to remain at the top. 

As an officer with com- 
bat experience, Pichit took 
a great deal of credit for a 
successful military cam- 
paign against guerillas of 
the outlawed Communist 
Party of Thailand in their 
last major stronghold in 
Khao Kor, in northern 
Thailand, in the early 
1980s. 

In the aftermath of the 
Thai-Lao border battle at 





so is army chief-of-staff 
Gen. Charuay Wongsayant, another 
potential army chief. 

Unlike some of his senior colleagues, 
Pichit is regarded as an honest general, 
not tainted with corruption — though 
he is not known for his broader intellec- 
tual capacity. Perhaps more important, 
he is known to enjoy a great deal of trust 
from the royal palace, a crucial factor in 
Thailand’s top power structure and 
something which Chaovalit is believed 
to have strived in vain to achieve. 

The Thai army has traditionally in- 
sisted that it should retain a role not 
only as the country’s guardian against 
external threats and domestic insurgen- 
cies, but also as a powerful monitor of 

Olitical, economic and social affairs. 
his was brought clearly into focus by 
Chaovalit's recent controversial state- 
ment calling for patiwat, or a peaceful 


29 





mounted a widely publicised anti-cor- 
ruption campaign during his past two 
years in office. But the crackdown was 
directed mainly at civilian targets, 
prompting criticism that some military- 
related, wheeler-dealer business was 
being condoned. 


Apes of damaging press reports in 
late 1987 on influential arms dealers 
and alleged irregularities in a US$160- 
million army tanks deal badly bruised the 
military’s reputation, forcing Chaovalit 
to issue an order banning unnecessary 
visits to military units by weapons mer- 
chants (REVIEW, 3 Dec. '87). 

Pichit has at times dabbled unsuc- 
cessfully in politics. In early 1983, when 
then army commander Gen. Arthit 
Kamlang-ek was trying to force politi- 
cians to agree to constitutional amend- 


Ban Rom Klao earlier this 
year, there were suggestions that the 
outcome could have been more success- 
ful for the Thai side if Pichit had been 
assigned to take charge of the operation 
from the start. Military sources said 
Pichit was called on late in the campaign 
to draw up a tactical plan, which was 
never implemented. 

Conversely, the Ban Rom Klao cam- 
paign brought no credit to Chaovalit. 
The prolonged battle was widely viewed 
by Thais as humiliating, not only in 
terms of military casualties — some 
Western analysts put the number of 
Thai soldiers killed at as many as three 
times the official tally of 103 — but in 
the way an unsatisfactory settlement 
was forged by Chaovalit with a country 
most Thais consider to be a small, insig- 
nificant state. 

As a consequence of the perceived 
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shortcomings in the Ban Rom Klao op- 


'eration, the army has proposed to the 
Defence Ministry the establishment of 
two corps headquarters at the 1st and 

f 2nd army regions. Both army regions 
are, respectively, responsible for sec- 

;urity along the Thai-Cambodian and 
Thai-Lao borders. Each of the pro- 

. posed corps commanders, a three-star 
general slot, would assume overall com- 
bat command in the event of any future 
battle. 

The proposal, yet to be approved by 
the ministry, appears to make good 
sense in light of the apparently confus- 
ing coordination during the Ban Rom 
Klao campaign, much of which was said 
to be directed from Bangkok by 
Charuay. This highlighted one aspect of 
the highly politicised army command, 
with senior officers preferring to gravi- 
tate around Bangkok rather than 
spending lengthy periods with their 
various commands around the coun- 
try. 

This is not to say that Chaovalit is 
totally distracted from his duties as 
army commander by politics. Military 
sources credit him with quietly initiating 
and pursuing 33 programmes for mili- 
tary reforms since he took over in May 
1986. While most of these have yet to 
bear fruit, Chaovalit is achieving some 
success in the quality of training and in 
trimming the army into a leaner, more 
mobile fighting force. 


haovalit has cut down the staff of the 
previously unwieldy Internal Sec- 
urity Operation Command, moved to 


|. gradually phase out the now largely un- 
.| necessary joint-services supreme com- 


mand and wants to bring in an army 
based entirely on voluntary recruitment 
rather than on subscription. He has also 
made some progress towards making 
troops more mobile by purchasing more 
armoured personnel carriers and similar 
vehicles, more than 100 fast Stingray 
tanks and half that number of the much 
older M48 main battle tanks from the 
US, and a similar number of T69/2 tanks 
from China. 

Pichit, as a sound military tactician, 
might well continue some of these pro- 
grammes if he succeeds Chaovalit, 
bringing in a few of his own. One area 
which military analysts view with con- 
cern is the current scant regard given by 
army logistics experts to the need for 
ample spare parts for equipment and 
readily available supplies of ammuni- 
tion to front-line troops, such as those 
who fought at Ban Rom Klao. 

It was noted that the US, China and 

- Singapore — whose troops were exer- 
cising in Thailand at the time — had to 
provide urgent supplies of ammunition 
to Thai troops fighting in the border bat- 
tle. A foreign military analyst said the 
spare-parts problem in the Thai army is 
so critical that only 4096 of the army's 
mobile equipment can be relied on at 
any given time. 





AFGHANISTAN vu COS 
When will Kabul crumble? 


Mujahideen groups divided on tactics but agreed on goal 


By Ahmed Rashid in Peshawar 


he Afghan guerilla groups remain 

divided on the strategy to capture 
Kabul, but are unanimous in the view 
that an end to the war can only come 
when President Najibullah's Moscow- 
backed regime is toppled. 

As Soviet troops began their phased 
withdrawal from Afghanistan on 15 
May, the Afghan army vacated some 50 
outposts and garrisons, emptying a huge 
swathe of territory along the Pakistan- 
Afghanistan border. Five main army 
bases remain — Asmar in the north: 





Government's strategy appears to be to 
hold these cities for as long as possible 
and then fall back to fortress Kabul. 
Both moderate and fundamentalist 
leaders of the seven-party resistance al- 
liance told the REVIEW that they would 
not attack Soviet troops as long as the 
momentum of the Soviet withdrawal — 
negotiated under the Geneva accords in 
April — was maintained. The only ex- 
ception is Gulbeddin Hekmetyar, 
Peshawar-based head of the fundamen- 
talist Hizbe Islami, and acting spokes- 





Gardez and Khost in the 
centre; Kandahar in the [: 
south, and the key city 
of Jalalabad, with a 
population. of over 2 
million people, which 
defends both the road to 
Kabul and the capital’s 
power supply from the 
Sarobi dam. 
Peshawar-based 
guerilla commanders 
expect Kandahar to fall 
soon, because some 
30% of the city is al- 
ready occupied by the 
mujahideen. However 
the key battle in coming 
months is expected to be 
over the control of 
Jalalabad. The Afghan 








lekmety: exception. 


man of the alliance, who 
continues to threaten to 
attack departing Soviet 
troops. 

e other parties 
also prefer to wait be- 
fore launching an attack 
on Kabul. Moderate 
leaders Sayyed Ahmed 
Gailani and Sibghatul- 
lah Mujaddedi stress- 
ed that by December, 
when the Soviets were 
scheduled to have com- 


pleted their with- 
drawal, morale in the 
capital would col- 


lapse, Afghan army de- 
sertions would follow, 
and rebel contacts with 
an already sympathe- 


Free-for-all on aid 


Agencies wrangle over funds for refugees 


rince Sadruddin Agha Khan, who 

has been appointed chief UN coor- 
dinator for the return of 5 million Af- 
ghan refugees to a war-ravaged Af- 
ghanistan, will have to deal with growing 
confusion and  in-fighting between 
dozens of aid agencies. In addition, his 
family relationship to the head of a sect 
which has supported the Kabul regime, 
has drawn strong criticism from the 
mujahideen. 

The 55-year-old, Paris-born, 
Havard-educated Sadruddin has to 
coordinate a minimum US$1-billion aid 
programme to be contributed by donor 
countries for the repatriation and re- 
habilitation of the refugees. 

Sadruddin comes with a brilliant 
record as an administrator; he was the 
UN High Commissioner for Refugees 
(UNHCR) for 12 years. A key role for the 
UNHCR has been written into the 
Geneva accords on the Soviet with- 
drawal from Afghanistan. He now has to 





coordinate a plethora of UN agen- 
cies, the International Red Cross, the 
US Agency for International Deve- 
lopment (USAID) and more than a 
dozen private voluntary organisations 
(PVOs). 

Sources said that the numerous UN 
agencies were already wrangling for the 
money, clout and prestige involved in the 
programme. “At their various head- 
quarters, there is total confusion and 


very little contingency planning," a 


Western diplomat said. 

In addition, many guerilla leaders 
told the REVIEW that they bitterly re- 
sented Sadruddin's appointment. Sad- 
ruddin is theuncle of the Aga Khan, who 
heads the minority Ismali Muslim sect. 
The estimated 200,000 Ismaelis living in 
northern Afghanistan have supported 
the Kabul regime, and their spiritual 
leader, Sayed Qayan, heads a local 
militia to resist Afghan guerillas. Gueril- 
la leaders said that despite repeated re- 
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^ population" would be increased. 
~~ These views were shared by repre- 
. sentatives of two of the most influential 
fundamentalist parties: Burhanuddin 
. Rabbani, the moderate, elderly theolo- 


| gian allied to the Jamaat-e-Islami, which 


- has the strongest military force outside 
X Kabul; and Abdul Haq, a fundamen- 
| talist commander with a Hizbe Islami 

| faction, known for its daring guerilla 
raids in and around Kabul. 

“We have to minimise bloodshed 
and act responsibly. We don't want 
thousands more Afghans to be killed in 
the taking of Kabul," said Rabbani. 


Tu exception to this strategy is Hek- 
metyar's Hizbe Islami group. Western 
diplomats and Pakistani officials said 
that Hekmetyar is being favoured by 
Pakistan and the US, which would both 
like to see an early offensive on Kabul, 
starting possibly by August. Sources 
said that Pakistan President Mohammad 
- Zia-ul Haq cannot afford a prolonged 
civil war in Afghanistan because of the 
domestic repercussions inside Pakistan, 
while the US would like to see the fall of 
Kabul before the end of the President 
Reagan administration in January. 
Hekmetyar's group has been receiv- 
ing the bulk of the US$600 million 
worth of weapons that the US and Saudi 
Arabia have provided since January. 
Six of the parties in the resistance al- 
liance, though still bitterly divided in 
their politics, have found common 
ground in their resentment at Hizbe Is- 
lami, and at being urged to attack Kabul 
too soon. *Nobody can impose a false 
leadership on our heads. If the Russians 
couldn't do it, nobody else can," said 
Rabbani. 





quests, the Aga Khan never condemned 
the Soviet invasion of Afghanistan, or 
supported the mujahideen. 

Sadruddin also has to manoeuvre on 
the sensitive issue of the UN aid pumped 
through Kabul, which Afghan President 
Najibullah is angling for to give greater 
credibility to his regime. Earlier in May 
at the UN, Pakistan and the US blocked 
Kabul’s attempts to receive UN aid. 


Ace: controversial issue is the role 
of USAID, which has a running 
feud with many West European PVOs in 
Peshawar. USAID, has a US$70 million 
humanitarian cross-border aid opera- 
tion to help Afghans inside the country, 
which is channelled through the resist- 
ance alliance. However, the PVOs have 
documented that much of the food aid 
ends up in the Peshawar bazaar and is re- 
sold by some guerilla leaders. Sources 
said the US Congress is now expected to 
sanction an estimated US$240 million 
for cross-border aid operations for 1988- 


"The PVOs channel cross-border aid 
through guerilla commanders inside Af- 
ghanistan. It has proved more effective 




















However, none of these parties are 
leaving anything to chance. The Jamaat 
commander north of Kabul, the famed 
Ahmed Shah Massoud, is reportedly 
moving guerillas down closer to the city, 
as Kabul clears the Panjsher Valley of 
army garrisons. Abdul Haq is also pre- 
paring his forces in and around Kabul. If 
an offensive is launched on the capital 
by some guerillas in the summer, then it 
is likely that these commanders will also 
move to pre-empt it, and this could lead 
to a free-for-all fight for the city. 

The alliance remains divided on their | 
next political move. The fundamen- 
talists back the idea of moving the 
Pakistan-based resistance government 
— nominated by the alliance parties — 
into Afghanistan in the next few weeks 
and seeking international recognition 
for it. The US State Department has 
said it would welcome a mujahideen 
provisional government on Afghan soil, 
if certain conditions were met. 

The three moderate parties now pri- 
vately reject the nominated government 
and are demanding elections in the ref- 
ugee camps to decide on its composi- 
tion. They also support the idea of a 
jirga or tribal council which could act as 
a vehicle for the return of the former 
king Zahir Shah, now in exile in Rome. 

Added to these differences is the cru- 
cial role of field commanders, who are 
becoming increasingly angry with the 
bickering in Peshawar and would like to 
see greater political unity in the al- 
liance. While the disputes among the 
guerillas cannot halt the ultimate drive 
for Kabul, they will be a factor in pro- 
longing the existence of the Najibullah 
regime and indirectly be the cause of 
more Afghan deaths. u 


Follow the 
leader 


Rajiv shadows Soviets 
on the road to China 


WS. have come military deploy- 
ments on both sides of the Sino-Indian 
border. But even as the two neighbours 
warily watch each other's movements, it 
is almost certain that Indian Prime 


INDIA 


By Salamat Ali in New Delhi 


ith the spring thaw in the Hima- 


am 





and is better monitored than other oper- 
ations. The PVOs have built up huge 
data banks of rural conditions inside Af- 
ghanistan, crucial to refugee repatria- 
tion, which neither the UN nor USAID 
have. 

Aid workers fear that USAID may 
continue running a seperate repatriation 
programme from the overall UN effort, 
to boost the alliance. Washington has al- 
ready said that it will welcome a provi- 
sional guerilla government inside Af- 
ghanistan, under certain conditions. “If 
major donors tempt back refugees pre- 
maturely for political reasons and with- 
out adequate planning, it will be a disas- 
ter. They will be responsible for 
thousands of deaths," said Peter Reese, 
the head of the British PVO, Afghan 
Aid. 
Such aid could also become another 
bone of contention, like the distribution 
of weapons aid, if favoured guerilla 
groups get more than others. There are 
fears that the flood of new funds will 
spark a battle for aid amongst the di- 
vided Afghan resistance, with the ref- 
ugees caught in the middle. 

— Ahmed Rashid 
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since Jawaharlal Nehru’s visit in 1954. 

Gandhi's visit, which has still to be 
confirmed, will mark a new phase in 
India's China policy. It would also re- 
x uineis Chinese premier Zhou Enlai's 
official Indian tour in 1960. 

A breakthrough in New Delhi-Pe- 
king relations has long been considered 
contingent upon the normalisation of 
relations between China and the Soviet 
Union. The Indians are now aware of 
efforts by the Soviet Union, their super- 
power friend, towards rapprochment 
with China and that these efforts are 
making some progress. 

The latest initiative has thus come 
from India. China responded favoura- 
bly by agreeing with India's position 
that a border settlement would be cen- 
tral to better relations between them. 
Previously, China had insisted that the 
border dispute could be treated as a 
separate issue from various other mea- 
sures to restore cordiality. 2 

During border talks in. Novem 
1987, both sides agreed to avo: 
and confrontation along their mu 
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borders. And in March, Chinese leaders 


told a Communist Party of India delega- 

tion that they had proposed four guiding 

panes for a border settlement but 
ad not had a response yet. 

The principles are: respect for the 
Panch Shila, the five pons les of 
coexistence agreed to at the 1956 Ban- 
dung Conference of Afro-Asian coun- 
tries; observation of the status quo and 
tranquillity on the border pending de- 
marcation; taking historical back- 
ground into account while accom- 
modating the two sides' national in- 
terests and feelings; holding friendly 
consultations on the basis of mutual un- 
derstanding, and accommodation for a 
just and reasonable settlement. 

Some Indian strategic thinkers, how- 
ever, are not convinced of Chinese 
goodwill and advocate caution. Air — 
Cdre Jasjit Singh, director of the India's 
Institute of Defence Studies and 
Analyses, in a speech in January on In- 
dian security, argued that India should 
not be unduly concerned over Pakis- 
tan's hostility. In the long term, China 
rather than Pakistan was the main 
threat to India, he said. 

An Indian Defence Ministry report 
to parliament in April noted some im- 
provement in Sino-Indian relations but 
argued that China was continuing to up- 
grade its logistics, communication net- 
work and military airfields in Tibet. 


Fo their part, Chinese diplomats claim 
rivately that India is beefing up 
its forces on the border and carrying 
out aerial reconnaissance. Some Indian 
newspapers have reported that some 
rops: especially artillery units, which 
will begin leaving Sri Lanka in June are 
to be deployed along the border. But 
these units had originally been detached 
from the Chinese border and would thus 
only be returning to their normal posts. 

The Chinese seem to have duly 
noted the Indian military moves. A 
spate of articles has appeared in 
Chinese newspapers saying China’s mi- 
litary presence on the border is not as 
strong as India’s. 

An article in the 22 January issue of 


the army newspaper, The Liberation | 


Army Daily, epitomises current think- 
ing. The authors, Peng Zhonghuai and 
Hi Xiaoen, said: “In the past, due to Lin 
Biao’s ‘political border defence,’ there 
was not enough involvement in border 
defence. In some high altitude, bitterly 
cold areas, we could not exercise effec- 
tive control . . . enabling our opponents 
to take the opportunity of . . . creating a 
fait accompli. Since the 1962 war of 
counter-attack in self-defence on the 
Sino-Indian border, India gradually 
reoccupied territory vacated by us on 
our own initiative — 90,000 km? . . . in 
Arunachal Pradesh." 

These articles are seen here as 
Chinese recognition of military realities 
and as an effort to rationalise their recent 
reinforcements along the border. ü 
































Hi-tech players in a 
dangerous game of catch 


eoe and Pakistan have accused each 
other for years of building military 
capabilities far in excess of any reasona- 
ble requirements. But neither has ever 
set out objective yardsticks by which 
their own build-ups should be mea- 


| sured. It is a typical case of looking for 
the mote in the brother's eye but ignor- | 


ing the beam in one’s own. 

Leaving self-serving protestations 
aside, the fact is that military expendi- 
tures have risen faster in South Asia in 
the past decade then in any other region 
of the world, though together they 
amount to only a small 6% of total Third 
World military expenditure. 

The growth rate nevertheless high- 
lights the arms race between India and 
Pakistan, thanks to the links each has 


with its respective superpower friend. 9 


India was the second-largest recipient of 
Soviet arms deliveries to the Third 
World in 1982-86. Over the same period, 
Pakistan ranked fourth (after Israel, 
Egypt and Turkey) among beneficiaries 
of military credits from the US. 

The Soviet military intervention in 
Afghanistan in 1979 accelerated the 
arms race because of the added leverage 
it gave the two adversaries. This trans- 
lated into generous US aid packages for 
Pakistan — US$1.6 billion in miliary aid 
for 1982-87 and US$1.74 billion for 
1988-93. India, on its part, muted its ob- 
jections to the first-ever Soviet invasion 
of a Third World country in return for a 
US$1.6 billion arms deal which had 
been haggled over for months. It was 
the biggest ever, and included such 
prize items as the T72 main battle tank 
and MiG23 fighters and interceptors 
which had not until then been supplied 


| even to the Soviet Union's Warsaw Pact 


partners. 

India argues that its military supply 
arrangements with Moscow are market 
transactions like those with France, Bri- 
tain or any other suppliers. Everything 
is indeed paid for, but the credit terms 
— repayment in 17 years at 2.5% in- 
terest — imply a grant element of 42%, 
if reckoned by the same method as that 
used by the OECD for evaluating aid 
given by its members. Moreover, Soviet 
prices are discretionary and vary from 
country to country, depending on their 
standing with Moscow. 

Pakistan had received American 
supplies on a grant basis for about a dec- 
ade but this ended in 1965. The first of 
the two recent packages provided cre- 
dits for military purchases at the full 
market rate of interest, and the second 
sets a concessional rate of 5%. (A pro- 
posal has just been put to the US Con- 











gress to convert military credits from 
the next financial year to grants for all 
recipients to offset the decline in vol- 
ume stemming from budgetary con- 
straints.) 

In other words, the nature of the ties 
between the two adversaries and their 
respective friends is basically the same. 
India has, however, some advantage be- 
cause its relationship with Moscow is 
more equal than that between any Third 
World country and a superpower, as a 
US congressional committee noted in a 





REVIEWTABLES by Andy Tang 


1986 report. New Delhi finds it easier, 
therefore, to get what it wants from 
Moscow in terms of weapons sophistica- 
tion, technology transfer, and presuma- 
bly prices. A case in point is the transfer 
of a nuclear-powered submarine to non- 
nuclear India in January, the first such 
transfer in the world. 

Both India and Pakistan explain 
their accelerated arms build-up in the 
1980s by claiming a sharp deteriora- 
tion in their security environment. 
Pakistan has made much of the danger 
to it from the Soviet presence in Af- 
ghanistan. The Reagan administration 





Dilip Mukerjee, a long-time con- 
tributor to the REVIEW, is a veteran In- 
dian journalist now working on a | 
book on Indian security issues. | 
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| has, for its own reasons, strongly en- 
dorsed Pakistan's concerns, thus ensur- 
ing congressional approval of aid pack- 
ages even though the country is in clear 
violation of US nuclear non-prolifera- 
tion laws. 

The truth is that the much publicised 
inroads along Pakistan's western bor- 
ders have all been confined to a few 
kilometres of no-man's land and to in- 
trusions into the air space lasting only a 
few seconds. In any case, the approxi- 
mately 115,000 Soviet troops in Af- 
ghanistan were clearly not enough to 
Suppress the insurgents, let alone mount 
an offensive beyond Afghanistan's bor- 
ders. The disposition of Pakistan's 
troops, as a Reagan official admitted at 
a congressional hearing in 1985, showed 
an increased build-up against India in- 
stead of a shift to the west to meet the 
danger perceived from the Soviet pre- 
sence. 

Indian claims are just as dubious. 
The argument that India has to be on 
guard against China has some merit. 
Chinese deployments in Tibet have in- 
creased, a fact highlighted in the latest 
report of the Indian Defence Ministry. 
This is partly in response to ethnic un- 
rest and partly to India’s steady 
strengthening of its own defence 
in the north. According to the 
1988 report of the US De- 
pacer of Defence, India 

as an advantage in armour 
and China in manpower in the 
area of contention. (Although 
this was not mentioned, India 
has a clear edge in locally avail- 
able air power.) 

In any event, not a shot has 
been fired in anger across this 
mountainous border since 
1975. Since then, there has been only 
one period of perceptible tension. This 
was last summer, but the air was soon 
cleared by New Delhi taking the politi- 
cal initiative. 


A; for the threat that India and 
Pakistan pose to each other, the 
bark is worse than the bite will ever be. 
India, a territorial “have,” has no reason 
to go to war. The legal claim to the parts 
of Kashmir under Pakistani control is 
made mainly as a riposte to Pakistan's 
assertions that all of Kashmir is disputed 
territory which should be its by rights. 
The sporadic and entirely localised 
fighting taking place on a 6,000-m-high 
glacier, a bizarre exercise in one-up- 
manship, should be seen as a military 
extension of the legal argument. 
Pakistan is a “have-not” but a war for 
recovery of territory has long ceased to 
be a practical option. It tried in 1965 to 
use a local advantage in terrain and 
logistics to grab some territory, thus 
hoping to reactivate the moribund UN 
resolutions on the modalities of resolv- 
ing the Kashmir problem. But India 
widened the war, as it had warned it 
would, and forced a draw. This cost 








Pakistan's then president Ayub Khan 


his job. . 

Pakistan is unlikely to try the gamble 
again unless India's political misman- 
agement creates a situation at its bor- 
ders that is too tempting to leave alone — 
which is what India did in then East 
Pakistan, which eventually became in- 
dependent Bangladesh. 

The large sums India and Pakistan 
have spent on acquiring weapons have 
greatly increased their lethal capa- 
bilities but the relative position re- 
mains basically unchanged. Pakistan's 
purpose is deterrence, hence the search 
for a nuclear capability as a safeguard 
against blackmail by a neighbour which 
has been patiently nursing its bomb op- 
tion since the first Chinese atomic test of 
1964. India seeks a sufficient edge so 
that Pakistan will be dissuaded from 
chancing its luck. 

The leaders of both countries are 
haunted by the nightmare that they will 
have to pay a heavy personal price if the 
other gets away with the slightest gain. 
They are, therefore, constantly looking 
for large margins of safety. This is one 
major factor driving the arms race. The 
other is that both leaderships fan mutual 





apprehensions because a fear psychosis 
works to the political advantage of in- 
cumbents. 

Mercifully, they cannot afford to 
take risks either. In the two major wars 
on the Subcontinent, each tried to 
minimise the loss it inflicted on the 
other for fear of retribution. For this 
reason, as well as because of supply con- 
straints, both wars were quite brief and 
restrained. The use of terror tactics, 
such as bombing of cities and economic 
targets, was avoided. It is likely that the 
same circumspection will be observed in 
any future conflict, warranting the hope 
that any nuclear bombs now hidden in 
the basements will remain there. 

Any attempt to establish which of 
the two is the bigger sinner is pointless. 
The figures compiled by outside obser- 
vers, the US Arms Control and Disar- 
mament Agency and the Stockholm In- 
ternational Peace Research Institute 
(Sipri), for example, show that Pakis- 
tan's military spending has risen twice as 
fast as India's. The burden placed by de- 
fence on Pakistan's economy was al- 
ways higher — about 6% of GNP 
against 3.5% for India. But this is 
largely because of the disparity in size: 
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India is four times larger in physical | 


size, eight times larger in population, 
and six times larger in GNP. Its military 
forces are more than twice as large, and 
its spending three times higher. 

In the first half of this decade, India's 
imports of major woe (priced by 


Sipri in constant 1985 dollars) were 3.3 


times higher than Pakistan’s. Not sur- 
prisingly, India has been the first to in- 
troduce into South Asia some of the hi- 
tech weapons that are intensifying the 
arms race, among them new genera- 
tions of combat and reconaissance air- 
craft, main battle tanks, and warships. 
Pakistan has not lagged behind. The 
first multi-role aircraft in the region was 


the US-supplied F16 to Pakistan, and | 


discussions are being held on Pakistan’s 
request for the world’s best airborne 
early warning and control aircraft, the 
Boeing E3A. Honours, if one may use 
that word, are thus about even. 

Where do the two go from here? This 
is a complex question but three points 
stand out. Economic constraints are be- 
coming increasingly severe in both 
countries. Both have announced à 
freeze in spending, and both have been 
dropping hints — largely for the benefit 
of the aid givers in Pakistan's case — 
that future growth will be modest. 

Secondly, the superpower suppliers 


€, . . their leaders are haunted 
by the nightmare that they will 
have to pay a heavy personal 


price if the other gets away 
with the slightest gain... 

[which] is one major factor 
driving the arms race. 








may not be as generous as they have 
been in recent years. The Afghan crisis 
is winding down, reducing the clout 
Pakistan has enjoyed with the White 
House and Congress as a front-line 
state. Moscow is a more steadfast friend 
but Soviet leader Mikhail Gorbachov's 
keenness to promote superpower dé- 
tente and peace everywhere may result 
in some Soviet self-restraint in regional 
conflicts, though existing commitments 
would of course be honoured. 

Thirdly, India and Pakistan are mov- 


ing, though very slowly, to allay some of 


the worst fears they have of each other. 
An agreement to refrain from attacks 
on nuclear facilities is now ready for sig- 
nature. There is, since the spring 1987 
scare over the real intent of large forma- 
tions engaging in exercises close to both 
sides of the border, an interest in 
creating mechanisms to avoid misun- 
derstandings. 

Best of all, non-official contacts be- 


tween the two countries are now much | 


greater than at any time in the past 25 


years. This is reviving the love part of | 


the love-hate relationship between two 


countries that have so much in com- p 


mon. í ü 
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Asian countries discuss greater ec economic : 


id Nigel Holloway in Osaka 


he economic decline of. the US relative to East 
economies is pushing the countries of the Pa i 
Member governments of the Pacific Economic 
(PECC), which met in Osaka in May, are taking a greater int 
sation's affairs and are now discussing the P a 
within the next year. 
The PECC was established in 1980 but did not 
ous general meeting, the fifth, in ‘Vancouver in Nov 
importance to the point where it is seen as having 
mal expression to what some view as an “era of the Pa 
Such existing economic institutions as the 
ment on Tariffs and Trade are considered by 
heavily weighted in favour of the Atlantic countri 
countries want to create a distinctive grouping of th 
lems as trade and capital flows. 
On its own, the PECC is not likely to meet these ec 
committee has 17 members representing 15 countries 
territories and two other, slightly older organisations, th 
Pacific Trade and Development Conference, made up o 
academics, and the: Pacific Basin Economic Council of- 
businessmen. The remaining PECC members are the five 
developed Pacific countries, the six Asean nations, So 
Korea and the Pacific island countries which, together, a 
counted as one member. j 
There are two main problems with an organisation like i: 
the PECC. The first is that it is extremely difficult to get. 
such a diverse assortment of countries to agree on any- 
thing significant. The second is that this conference — 
is a tripartite organisation of business and academic in- | 
terests as well as governments. If the PECC wants to be 
taken seriously, government ministers will have to become _ 
much more closely involved with it but if they do so, | 
it will be a lot more difficult for members to work to- - 
ether ; 
di At! the Osaka meeting, former Japanese prime minister 4 
Yasuhiro Nakasone spoke (for the third time in two | 
months) of his desire to see the establishment of what 
he called *a Pacific OECD" — an idea which gain 
support from the delegates. They did not like the i 
of being co-opted into anything like a rich man's cli b" fe 






































the purpose of being lectured to by the big. nd 
Any trans-Pacific ministerial meetings are likely to tak plac 
confines of the PECC. Asean has already started the ball rollin dy. 
discussion of Pacific cooperation with the region's five developed countries at . 
the end of its annual foreign ministers’ meeting. But : 


parallel with the PECC rather than with Asean 
- At the same time, the cooperation conference itsel 


bureaucracy filled most dnbie with ho 
The future course of Pacific cooperation ; 


voice does not carry far enough 
ern Europe keep telling the Japanese 
then look reproachful when they do flex 
Japan is still afraid of backing the 
trans-Pacific grouping can ever be a sub: 
plement — organisations like the OEC 


being left out in the cold. The other dang 


‘velopment of the PECC in the direction it. 


: Korea and Asean, will be the first to cry fo if 














< SAUNE 1988 e FAR EASTERN ECONOMIC REVIEW. — 


W HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 

We made this watch for 
you -to be part of your 
life — simply because this 
is the way weve always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe - 
because it's for a lifetime. 





PATEK PHILIPPE 





Service Centre. FAIRFIELD ENTERPRISES LTD.. Room 809, Wing On Plaza, Mody Road 
Tsimshatsui East, Kowloon. Authorized Retailers; HONG KONG, BASEL WATCH CO.. LT 
ad, Central - CHi OK JEWELLER LTD. 2 
4 en's Road, Centr ADO WATCH CO. LTD., 60, € 
ANE CRA wre WA 








RD LTD. 70. Qu 
Road, Central. KOWLOON, C 
A H & JEWELLERY CO 








LUCKY-GOLT 


oving 1n the Same Direction 


Lucky-Goldstar ts a U$15-billion 
group of 26 Korean companies 
working in chemistry, electronics, 
and services. 

“Today, Lucky-Goldstar products 
and services ranging from engineer- 
ing plastics, home appliances and 
fiber-optic communication systems 


to construction, finance and trade are 
helping to create a better quality of 
life both at home and abroad. 

But these accomplishments 
aren't ours alone. 

Through successful partner- 
ships with companies like AT&T, 
Hitachi, Siemens, and Caltex, we've 
developed a leading edge in some of 
todays most important business 
fields. Through technical exchanges 





and joint ventures abroad, we're 
working with our partners to pro- 
mote economic growth and free 
market systems in other countries as 
well as our own. 

Backed by an aggressive com- 
mitment to R&D, our 70,000 em- 
ployees are putting Lucky-Goldstar 
technologies and experience to work 


in such famous success stories as 
Mahajac Electric in Thailand, SABIC 


in Saudi Arabia, and Goldstar of 
America in Huntsville, Alabama. 

Take time to get to know us 
better. Contact the Business Devel- 
opment Dept., Lucky-Goldstar Int’! 
Corp., Yoido PO. Box 699, Seoul, 
Korea. Phone (02) 785-5694, Telex 
K27266 LGINTL. 


| LUCKY-GOLDSTAR 


Business Fields of Lucky-Goldstar Companies: 


Chemistry and Resources (Lucky, Ltd. C)Honam Oil 
Refinery O Lucky Advanced Materials C) Korea Mining & 
Smelting Electric and Electronics (Goldstar Co., Ltd. 
DOGoldstar Semiconductor [Goldstar Electronic 
Devices (Goldstar Telecommunication Goldstar 
Electric C]Goldstar-Alps Electronics [Goldstar Precision 
(Goldstar industrial Systems (Goldstar instrument & 
Electric ClGoldstar Electric Machinery OGoldstar- 
Honeywell (Goldstar Cable Services M Lucky-Goldstar 
International Ci Lucky Securities Pan Korea Insurance 
(Goldstar investment & Finance (Pusan Investment & 
Finance CLucky Development DiLucky Engineering 
(Hee Sung (Systems Technology Management Public 
Services & Sports C Lucky-Goldstar Sports OThe Yonam 
Foundation The Yonam Educational institute 





Westin’s Mid-Year Bonus 
It’s that time of year again. Mid- 


Year Bonus time at Westin Hotels in 
Manilaand Singapore. From June 
1 toSeptember 50 we're giving you 
40% offthe regular rate of all rooms 
and suites at two of Asia's most 


The Westin Stamford, 
Singapore. 

In Singapore you'll enjoy the height 
afar at the works tallest hotel. 
The Westin Stamford, with its 
breathtaking city views and state- 
of-the-art amenities conveniently 


preferred hotels. located at the crossroads of 
Singapore’s business and tourist 
districts. 

For reservations, contact the Westin Hotel in your city or your travel consultant 

Or call direct 


The Westin Philippine Plaza, Manila 8320701. Telex: 40443 FILPLAZA 
"The Westin Stamford, Singapore: 3388585 Telex: 22206 RCHTLS 


THE PEOPLE AND PLACES OF WESTIN. 





The Westin Philippine Plaza, 
Manila. 

In Manila you'll stay right on the 
edge of Manila Bay amidst acres 
oftropical gardens at The Westin 
Philippine Plaza. Thisis Manila's 
dream location, away from thecity 
hustle ep iria minutes from the 


airport and the business district of 
Makati. 







WESTIN 


HOTELS & RESORTS 


* sfe 

















€ IT has been quite a week, one way 
or the other. The Davies family moved 
apartments (of which more later). We 
had a REVIEW board meeting (of which 
more below). And Devan Nair, former 
president of Singapore, arrived in town, 
sadly and ironically convinced that the 
only way he could communicate with 
"his people" in Singapore was by talking 
to the Foreign Correspondents' Club of 
Hongkong (of which I have the dubious 
honour of being the current president). 

Devan spoke extempore with clarity 
and wit (he certainly showed no signs of 
the alcoholism, which was the official 
reason for him being removed as presi- 
dent). Despite past differences (he once 
described the REVIEW as “a mine of 
| misinformation"), we found many 
things in common — not least that he 
and the REVIEW have now both been 
served with libel suits by the Prime 
Minister of Singapore, Lee Kuan Yew. 

€ DEVAN was proud of the early 
years, recalling his past record as an anti- 
British (or rather, anti-colonialist) Mar- 
xist trade unionist, and his role as a 
founding father of independent Singa- 
pore. He and his fellows felt that they 
were members of a team, all uncritically 
loyal to *Captain Lee." They had won 
self-government and thereafter indepen- 
dence, beating down the opposition by 
the strength of their arguments in open 
debate. They had gone on to achieve an 
economic miracle, despite the setback of 
expulsion from Malaysia. 

He reckoned that the watershed for 
Lee had come in 1979-80 — when he 
began not only to dump the Old Guard 
but began to mistrust the Singaporean 
people. At about that time Lee began to 
ADAC socio-biological notions in- 

uenced by Harvard academic Edward 
Wilson. From that point on, Devan ar- 
gued, Singapore was forced to exchange 
open debate for the "guidance" of an 
agein captain, confident multi- 
racialism for the politics of com- 
munalism, and trust in the 8096 of the 
pulation of which Singapore's bril- 
iant success had made middle class for 
| the edicts of Big Brother. 

€ I DIFFERED with him on the tim- 
ing. For some of us the watershed year 
was 1971 when Lee closed down The 
Herald. He went on to impose his will on 
the rest of Singapore's press and to relish 
his adversary role with the those foreign 
publications which attempted to report 
Singapore seriously, in less than tones 
of enthusiastic admiration. Devan de- 
scribed his own unremitting support for 
Lee during these years as *boy scout loy- 
alty." Although I personally find it dif- 
| ficult to accept that such an experienced 
politician and trade-union leader can 
today excuse his joint responsibility 
for the abuses perpetrated during the 
S by claiming the title of *Nair the 

aif." 

















€ IT is almost impos- 
sible to believe one's 
eyes as one watches Sin- 
gapore today lurching 
from one stupidity to 
another — from the ar- 
rest of the detainees to 
their re-arrest, together 
with the lawyer who 
dared to defend them; 
from “confessions” 
which were withdrawn 
and then repeated from 
the inside of Whitley 
Road Detention Centre 
prison cells; from the 
libel suit against Devan 
to official justification of 
torture (or the mental 
and physical anguish de- 
liberately visited upon 
pathetic dissenters 
which would be roundly 
and rightly condemned 
in China or the Soviet 
Union); from the expul- 
sion of an, American 
plomar to the self-righteous outrage 
when the action was reciprocated, and 
from officially sanctioned piracy of 
copyrighted publications such as the 
REVIEW to rent-a-mob demonstrations 
against the US. 

The tactics are all too cynically clear: 
the next election is to be staged — prob- 
ably later this year — with the party 
which wields a monopoly of political 
power appealing once again to a siege 
mentality being deliberately recreated. 
Garrison Singapore, the tiny, largely 
Chinese, island, surrounded by Islamic 
seas and oceans of potential ayatollahs, 
will go to the polls. 

An old People’s Action Party sup- 
porter, who turned in her card well be- 
fore 1971, was shown an hour-long film 
showing the history of the party. At the 
end she commented that during the 
early years, the camera showed Lee al- 
ways in the middle of the crowds, reach- 
ing out to them and them to him. But as 
the years advanced, the crowds thinned 
until the more recent scenes showed 
Lee increasingly isolated, surrounded 
by only his yes-men and security types. 

9 LAST week, the Singapore Parlia- 
ment mounted a debate on a motion ex- 
pressing confidence in the “firm action of 
the government to prevent our country 
from being subverted, whether by Mar- 
xists, communists, Western powers or 
other foreign-interest groups,” especially 
US officials, Co-sponsoring the motion, 
Goh Choon Kang compared Singapore’s 
situation to that of “a girl in a bar, being 
molested by a sex maniac.” The woman 
must cry out, Goh said, as Singapore 
must cry out to expose the machinations 
of those trying to interfere with her. One 
can only ask: what's a nice girl like you 
doing in a bar like this? 






€ THE world has been littered with 
examples of ageing men — and women 
— destructively clinging on to power, 
from Stalin and Brezhnev, Mao Zedong 
and Ho Chi Minh to Kim Il Sung and, 
Devan Nair argued, Lee Kuan Yew, 
Similarly, albeit on another level en- 
tirely, many publications have suffered 
from editors clinging on to their jobs. 
I've sat in the editorial chair myself 
for longer than most in the trade. Long 
ago I determined that the REVIEW had 
given me such joy and good times, so |. 
much interest and so many valued col- |. 
leagues that the least I could do was to b 
hand over the editorship with a 
minimum trauma, avoiding even a hic- 
cup if possible. Under the benign own- 
ership of Dow Jones, I have managed to 
accomplish this. As from this week, 
Philip Bowring, who has been dep- 
uty editor since 1980, becomes the 
editor. 
€ I'M at least sure that I’m not fooling 
myself like Lee who evidently is pro- 
moting his own son, Confucius-style, ; 
while preparing for himself an elected | . 
presidency, with enhanced, special 
powers. I'll certainly maintain a patern- 
al interest in the REVIEW weekly flag- 
Ship, but will be but spending more time 
and energy on the REVIEW's other pub- 
lications — the Asia Yearbook, the 
newsletters (the weekly Asian Markets 
Monitor and the monthly China Trade 
Report), the All Asia Guide, the books 
we are publishing and a quan monthly 
magazine which we are launching early 
in 1989, Asia Technology. 
It's not exactly a calm by-water and 
i work has already expanded to fit more 
than the time available, But I know that 
| the REVIEW itself sails on down the 
| Mainstream, in the best ofhands. < 
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American Express Bank Led. 


~ Growth opportunities worldwide 








ASSET MANAGEMENT 
IN SWITZERLAND 


P rivate banking clients have many different 
goals, but they all face one problem: how to 
protect and build their assets in an increasingly 
complex world. American Express Bank and its 
subsidiaries have a solution: asset management in 
Switzerland, a unique service combining traditional 
Swiss professionalism, prudence, and discretion. 


Personal attention 


As step one, our investment counselors will ana- 
lyze your individual situation — including your 
financial goals and current investments — and 
advise you on the portfolio that best suits your 
needs. This may consist, for example, of short-term 
investments, equities, bonds, even precious metals, 
all carefully selected to give you an optimum bal- 
ance of yield and security. 

The money managers at American Express 
Bank (Switzerland) AG then monitor your port- 
folio on a full-time basis, alert to any economic 
developments that may affect your investments. If 
you wish, we accept discretionary power to handle 
investment decisions on your behalf, in accordance 
with your personal goals. This is a practical, con- 
venient arrangement, particularly if you reside out- 
side of Switzerland. 


E. Es 


An American Express company 


Also, while our approach is Swiss, our outlook 
is global. Our network of 103 offices in 42 coun- 
tries ~ one of the world's largest — gives us world- 
wide presence and access to extensive resources, 

Finally, as part of the American Express family 
of companies, we can provide the discerning inves- 
tor with a wide array of investment opportunities 
that few financial institutions can match. 


Strictest confidence 


If asset management in Switzerland makes sense to 
you, contact your nearest American Express Bank 
for information — in strictest confidence. In Hong 
Kong, telephone 5-844-0688 ; in Singapore, 3213-352. 


American Express Bank Lid. is a wholly-owned subsidiary 
of American Express Company, which bas assets of more 
than USS116 billion and shareholders’ equity in excess of 
USS4.6 billion. 
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By Elizabeth Cheng 


nly three years ago China was hard put to accommo- 
O date the large number of tourists and foreign business- 

men rushing to take advantage of the open-door po- 
licy. Now there are too many new hotels and not enough vi- 
sitors. The problem is compounded by China's inefficient 
transportation system. 

The apparent lack of coordination between China's trans- 
port authorities and those for tourism, foreign investment 
and trade, is a huge problem to hotel and other real estate in- 
vestors in the country. Although airports at 
several key cities are being developed, this 
is not nappen fast enough to counter the 
ultimate glut in hotel rooms and office space 
envisioned around 1990, many foreign in- 
vestors say. The fact that it was easier to 
raise funds for commercial projects, such as 
hotels, than it was for national projects may 
have contributed to the imbalance. 

At peak tourist season, it is almost impos- 
sible to get a seat on a flight into Peking or 
Shanghai, said David Tong of Deloitte Has- 
kins & Sells, an international firm of financial 
consultants and accountants. CAAC, China’s 
national airline, has a virtual monopoly on 
domestic flights and controls the country’s 
international flight schedules. Its manage- 
ment system is still antiquated, though it is 
expanding and modernising its fleet. 


Japan 
Hongkong 
Stocks 
Australia 
Stocks 
Hotels 
New Zealand 
Thailand 
Taiwan 
South Korea 
Philippines 
India 
Indonesia 
Singapore 
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the corner 


Tourists visiting Peking and Shanghai usually would like 
to make side trips to places such as Xian and Guilin but are 
discouraged by the difficulty of getting air or rail tickets, said 
Tong. Meanwhile, hotels in those places are hungry for cus- 
tomers, he added. He expects the Chinese hotel market to be 
saturated for the next 10 years at least. 

Mark Jared of Portman Overseas, a US real estate de- 
veloper, is, however, more sanguine. His company is in a 
joint venture to build the US$175 million Shanghai Centre, a 
multi-purpose exhibition complex, which 
includes a hotel, a theatre, office, residen- 
tial and recreational facilities as well as an 
inhouse telecommunications network, in 
the heart of Shanghai city. The complex is 
scheduled to be completed next year. The 
projects that are going to survive are those 
that will be well located and well managed, 
he told the REVIEW. He and his colleagues 
are optimistic that Shanghai will take off 
under the leadership of the new mayor, Zhu 
Rongji, who is said to have been ordered by 
party general secretary Zhao Ziyang per- 
sonally to get the city moving. 

Shanghai now has about 20 hotels with 
some 5,442 rooms which will take foreign 
visitors and they are still generally well 
booked throughout the year. Shanghai 
Municipal Tourism Bureau's Xu Zhicheng 
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PICTURE YOURSELF IN THE SQUARE 


Exchange Square is Asia’s most significant office development. 
Three magnificent towers on the last remaining waterfront site in the Core Central 
business district of Hong Kong. 
1.55 million square feet of space with superb facilities that include 
integrated telecommunications and data systems. 
Home of Hong Kong's Stock Exchange. And a tenant list that reads like the Fortune 500. 
One and Two Exchange Square are already fully leased. 
And Three Exchange Square is filling up fast. 
So if you'd like to take a closer look at the Square, now's the time to do it. 
After all, it pays to address yourself properly. 


For leasing information, please contact: 
Hongkong Land (tel: 5-8428288, telex: HX75102) or 
Jones Lang Wootton (tel: 5-217171, telex: HX74247). 


GMC 


THE HUB OF ASIA 'S BUSINESS WORLD 
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year, the average hotel occupancy rate was around 75-80%, 
The rate was even higher for second and third class hotels. 
But more rooms will be pouring into the market over the next 
two years while tourist growth crawls along. 

By 1990, the number of completed hotel rooms, estimated 
at 20,000, in Shanghai will be 267% more than what is availa- 
ble now, but visitor traffic is projected to increase only 7196. 
To meet planned tourist volume for 1990 of 1.3-1.6 million, 
Shanghai will have to achieve a 20% increase in traffic every 
year but the city up to now has been able to see only an ave- 
rage 10-1176 rise a year. Xu is not optimistic about achieving 
the planned target and projects a more realistic tourist 
growth of 10-15% a year over the next few years. 


number of upmarket hotel and residential projects 
A outside the city centre are already suffering from slow 

take-up. The recently completed Longbai Deluxe 
Apartments on Hongqiao Road, for example, was reported 
to be having trouble leasing the US$6,000 a month spacious 
flats, so in the hope of making the property more rentable, 
the flats have been subdivided and are now advertised at 
US$2,800 per unit (about 110 m? usable space). 

Since city transport is a hassle, most foreign businessmen 
prefer to live and work in the city centre or where taxis are 
easily available. For example, the Rui Jin, an office-residen- 
tial building completed last year, which is slightly out of the 
main taxi routes, has a takeup 
rate of only 8076 despite the 
shortage of first class office ac- 
commodation. The majority of 
some 600 or so representative 
and joint venture offices in 
Shanghai still operate from 
hotels, Jared said. 

At present, the Union 
Building, a Chinese joint ven- 
ture with Hongkong's Tian An 


group, completed four years . Shanghai International Airport Hotel 


| told the REVIEW that between January and October last . 





SHANGHAI HOTEL ROOM COUNT NEWLY OPENED 
4 & UPCOMING PROJECTS 
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US$380 million China World Trade Centre in Peking — the 
largest joint venture real estate project under construction in 
China. The complex is expected to come onstream next year. 

Top class hotels in Shanghai and Peking now charge 
US$120-200 a night in an effort to recover costs within a 
specified period. but may soon be forced to cut room rates 
and offer substantial discounts in light of the expected 
glut. Unexpected cost overruns, estimated to be generally 
10-20% of contracted cost and a common occurrence in 
real estate joint ventures, will also add to the investors’ 
woes. 

Other cities such as Canton, Guilin, Xian and Hangzhou 
face a similar threat of oversupply. Canton above all has had 
occupancy problems since 1986. It has managed to survive so 





far because of the spring and autumn trade fairs every year - 


and the large number of people going to and coming from 
Hongkong at other times of the year. But profit margins are 
reported to be thin. 

Although the State Tourism Administration has again 
called for a temporary halt to approvals for the building of 
new joint venture hotels in six major tourist cities — Peking, 
Shanghai, Canton, Guilin, Xian and Hangzhou — market 
analysts say this will not do much to stop smaller new hotel 
projects from being approved. Tong says any project of 
US$30 million and above will have to be approved by central 
authorities in Peking but local 
provincial and city authorities 
have the power to approve pro- 
jects worth less than US$30 
million. 

Some investors are in- 
censed by what they see as a 
change in the rules in current 
experimental auctions or ten- 
ders of land use. A growing 
number of cities are competing 
for funds by offering pieces of 





ago, is the only proper office 


land for leasing for an increas- 





block in Shanghai and is almost 
fully let. But poor parking 
facilities may cost it some of its 


. Baolong Hotel 


reum inglv long period. So far, 





Fuzhou, though not authorised 
by Peking to experiment with 





customers when other more 


. Galaxy Hotel 
conveniently located office ot 


land use transfers, has offered 





for auction land with a lease as 





apartments open up. . Hongqiao Hotel 


long as 90 years. 





The situation in Peking is 
not much better. Most foreign 





9. Hua Ting Sheraton Hotel 


Tian An China Investment 
Co., a member of the Tian An 








real estate investors are rush- 


group, is one foreign investor 





ing to finish their projects by inemational Ciub Fotel 


who has mixed feelings about 





1990 to cash in on whatever is 


the international tendering of a 





left of demand, said Andrew 


WII metr 
Ness of international property Mild clu Hotel 


piece of commercial-residen- 
tial land in Shanghai's Hong- 





consultants Richard Ellis. But : 





qiao Economic and Technolo- 





he, like Jared, is optimistic. . Hilton international Hotel 


gical Development Zone. The 





There is a tendency for supply 


lease, to be awarded around 





to generate demand and . Magnolia Hotel 


July, will have a 50-year life. 





though there may be a short- 
term glut around 1990, de- 





. Meridien Hotel and Exhibition Center 


"This is unfair to early invest- 
ors," said Y. F. Kwan, the 





mand will definitely pick up 


company's deputy manager. 





again, he said. 


A . Pacific Shanghai Hotel 
Ness sees a doubling of 





The group’s joint venture 





hotel rooms in the next two to 


three years from the present Loren Hotel 


Union Building rents for about 
US$30a m? on the basis of a 10- 





year contract. The arithmetic 





estimated 20,000, while for- 


eign tourist volume rises by . Swan Cindic Hotel 


would be radically different, 
said Kwan, on a 50-year con- 





only 43% to a projected 1.5 


tract. For example, the rent, 





million in 1990. In office space, . Tien Mou Hotel 





which is as expensive as prime 





he estimates an oversupply of 
40% by 1990 based, among other 
factors, on an 8% increase in 
the number of foreign liaison 
offices. Richard Ellis is the 
sole marketing agent for the 





. Yangtze River Hotel 


otel rooms 








central rents in Hongkong, 
could have been lower had the 
contract had a longer life. The 
company is now negotiating 
with the authorities to have its 
contract extended. oO 
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JAPAN 
Prices soar as 
the boom 
moves outwards 


By Charles Smith in Tokyo 













fixed period or face a c n be equi- 
valent to 95% of their earnings. In practice, this meant that 
landowners selling in downtown Tokyo were impelled to pay 
far more than the going rates for property in outlying areas 
of the city or in satellite towns such as Kawasaki and 

Yokohama. 5 
By the summer of 1987 year-to-year increases of more 
than 100% in the value of housing land in some outer areas 
were beginning to be recorded even by the normally cautious 
National Land Agency (whose statistics are believed to delib- 
erately understate real market movements). The result was 
an explosion of public indignation at the supposed role of 
land speculators in forcing up prices to levels where the cost 
of building or buying a house within commuting distance of 
central Tokyo had moved far out of the reach of ordinary of- 
fice workers. This in turn led to a series 





1987, which saw prices for 

commercial land reach nearly 
¥30 million (US$240,000) a m2 is | 
over. But the crash in land values | 
predicted in late 1987 by some ana- 
lysts no longer seems likely to hap- 
pen. Most forecasts suggest that 
prices, at least in central Tokyo, 
will stabilise by mid-1988 or at the 
latest by year-end. Further ahead, 
the outlook depends on the speed 
at which a series of gigantic deve- 
lopment projects add to the supply 
of office and housing space in what 
remains one of the world's most 
congested cities. 

Land prices in central Tokyo 
began rising at several times the na- 
tional average rate from 1984 on- 
wards, as a combination of low in- 
terest rates and rapidly increasing 


T: Tokyo real estate boom of 


Ss 








Tokyo commercial area: pressure on space, 


of government measures aimed at tak- 
ing the heat out of the real estate mar- 
ket. 

In November 1986 the government 
had made an initial move to dampen 
real estate inflation in central Tokyo 
by making land deals in the three in- 
nermost wards of the city subject to a 
monitoring system under which sellers 
could be "advised" to lower prices on 
deals involving sites of 500 m? or over. 
The monitoring system was extended 
to cover all 23 wards of metropolitan 
Tokyo from August onwards. In Nov- 
ember 1987 the lower limit for transac- 
tions requiring official approval was 
reduced to 100 m2. In effect this gave 
the government power to limit the 
prices even of land sold for ordinary 
housing development. 

The government's second major 
move, considered by some to have 


BOB FOLEY 





—À 





demand (due in part to the influx of 
foreign companies) attracted a flood of capitalinto realestate. 

On the supply side, a number of special factors were at 
work to make the situation even more unbalanced. Inflexible 
planning regulations and a series of tenants’ rights laws have 
slowed development in central areas of the city and focused 
demand on a very limited number of sites. Prices for sites that 
could be freely traded accordingly rose far above the levels 
quoted by government "posted 
price" statistics, with the same 
property often changing hands 
as many as six or eight times in a 
year. 

The rush to buy prime sites in 
Tokyo's central areas had partly 70 
spent itself by early 1987 as 
genuine developers ceased to be 60 
able to afford the astronomically 
high prices being demanded by 50 
landowners in areas like the 
Ginza shopping and entertain- 40 
ment district. But a ripple effect 
continued to push up prices of | 30 
sites further from the centre. 
This was caused, real estate ana- 20 
lysts say, by sellers of office 
property in the central areas 
sinking their earnings into 
housing land in the suburbs to 
avoid punitive capital gains 
taxes on their un-reinvested 
earnings. 

Under Japan's peculiar capi- 
tal gains tax system sellers of 
land must either reinvest their 
profits in real estate within a 
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HOW PRICES ROSE 





(?6) (Increases in officially posted prices from year ago levels) 





ES Commercial land in central Tokyo* 


] Residential land in Tokyo ward area 


"Three central wards only. Note: Prices as of 1 January each year. 
Sources: K. K. Halifax Associates and National Land Agency. 


been even more effective than price 
monitoring, was guidance by the Ministry of Finance 
(MoF) to banks to reduce their lending to real estate de- 
velopers. In the first quarter of 1987, before MoF issued its 
guidelines, bank lending to real estate companies was up 
3576 on year-ago levels, but the annual rate of increase had 
fallen to 17% by the final month of the year. As banks 
turned off the loan tap, and as the resale market for spe- 
culative land lots dried up, 
bankruptcies began to increase. 
In February 1988 the number of 
bankruptcies in the real estate 
industry showed a 36% rise from 
year-earlier levels, while total 
bankruptcy figures were down 
14%. 
Estimates of the fall in land 
values caused by government 
emergency measures vary, but 
the consensus appears to be that 
asking prices for land in central 
Tokyo may have fallen by up to 
20% between the summer of 
1987 and spring 1988, while 
residential land in outer wards 
of the city was being offered at 
prices up to 40% below peak 
levels. In making these guesses, 
however, real estate companies 
oint out that actual sales of 
and have become far less fre- 
quent in the past few months as 
buyers wait for further price 
falls. 
At the height of the boom in 
October 1987 the number of 
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was 32% more than in the same month of 1986. By Novem- 
ber the number of transactions had shrunk to 9.3% less than 
year-ago levels, as word got around that prices had started to 
fall. 

Real estate analysts in Tokyo say that the shakeout in 
Tokyo land prices may continue until the end of the year, 
with prices in outer areas falling further and faster than prime 
property values in the centre (where some signs of recovery 
are already apparent). The likelihood of a fairly severe but 
limited price correction, however, does not mean, according 
to Yuichi Ikeda, public relations manager at Mitsubishi Es- 
tate Co., that things are returning to normal. Taxation and 
planning constraints that helped to aggravate land specula- 
tion in 1984 and 1985 are still in place and appear unlikely to 
be removed quickly. So is the imba- 
lance between supply and demand 
that caused prices to take off in the 
first place. 

Mitsubishi itself still has applica- 
tions on its books for some 165,000 
m? of office space — about 10% of 
the amount it owns in the downtown - 
business area of Marunouchi, where 
it is the largest owner of rental build- 
ings. In the whole of Tokyo the office 
vacancy ratio in 1987 averaged 0.4% , 
an improvement on the previous 
year's 0.25% but still extremely low 
by the standards of other major 
cities. 

Continuing pressure on office 
space means that the Tokyo real es- 
tate market could remain liable to 
violent ups and downs over the next 
few years, warns Hiroshi Nakajima, 
a member of the corporate planning 
department at Mitsui Real Estate, 
the largest Japanese developer in 
terms of sales. What could end this situation would be a 
grand plan for Tokyo, laying down the broad lines for rede- 
velopment of the capital over the next few years — but the 
number of competing interests involved makes it highly un- 
likely that such a plan will ever emerge. 


Mitsubishi estate 


Descr asocia 








Tokyo's land and office 


- land transactions recorded in the To yo metropolitan area 





THE BIG THREE DEVELOPERS 
(Parent company results) 


— HÓÓÓ—[ im 
ecurring $ 


Sales 
Mitsui real estate 


279.2 
320.7 
385.0 | 5 


realty and development ees 





PROPERTY '88 


to settle their differences over the Marunouchi scheme, 
office rents in Tokyo’s central business district appear likely 
to continue rising steadily. Mitsubishi announced on 1 April 
that it would be charging new tenants in its buildings in 
Marunouchi village a monthly rent of ¥60,000 per tsubo (a 
unit of area equivalent to 3.3 m?), compared with ¥55,000 a 
year ago. 

Sitting tenants who benefit from protective tenants’ rights 
legislation pay only half the market rate and are liable to face 
rent increases of around 10% every two years. But their 
privileged position partly explains the slow pace of rede- 
velopment in areas like Marunouchi. Mitsubishi has com- 
plained in the past that it could not redevelop any of its 
properties in the area because of the 
difficulty of moving the tenants out 
of even one building. 

Compared with the continuing 
pressure on office space, the foreign 
apartment rental market in Tokyo 
appears to have weakened drasti- 
cally in the past year, mainly because 
of an oversupply of apartments built 
| 3 | 15 by private landowners for tax avoi- 
dance reasons. Ken Corp., the 
largest agent specialising in apart- 
ments for foreigners, says the 
number of apartments on its books 
has doubled in the past year. In the 
same period the number of foreign- 
ers seeking accommodation has fall- 
en as foreign companies have re- 
duced the numbers of expatriates 
they station in Japan and switched to 
a policy of short visits. 

Ken Corp.'s Koji Akimoto says 
landlords in Tokyo's Minato ward, 
the favourite residential area for for- 
eigners, stuck stubbornly to rents of ¥25,000 per tsubo until 
the beginning of 1988, but are now accepting offers of 
¥20,000 for newly completed apartments. Large and 
luxurious apartments costing ¥2 million a month or 
more have continued to be popular with foreign bank 
or securities companies managers who need something 
prestigious to impress their clients. 

A spin-off from the Tokyo real 
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A an example of major projects that might help to solve 
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space shortages, but 
which still face formidable hur- 
| dies, Nakajima cites the Tokyo 
city government's scheme to 
build a new urban subcentre on 
reclaimed land in the Tokyo port 
area and Mitsubishi Estate's plan 
for a Y60 trillion redevelopment 
over 30 years of the central 
Marunouchi area. 

Both projects appear justified 
by long term projections for the 
growth of Tokyo and both appear 
affordable. The Mitsubishi plan, 
though, needs the consent of the 
Tokyo Metropolitan government, 
| which appears unwilling to give 
| it. An important point about the 
plan is that it calls for the doubl- 
ing of the existing 1,000% plot 
| ratio for the Marunouchi area to 
| 2,000%. This would be the high- 
| est ratio in Japan, though not 
as high as ratios in some US 
cities. 

Whether Mitsubishi and the 
Tokyo city government manage 











Marunouchi area: redevelopment plan. 


estate boom has been the rush by 
Japanese real estate companies, 
and even by private investors, to 
buy "cheap" property in the US 
and Europe. US real estate yields 
of 6% or more have proved over- 
whelmingly attractive to Japan- 
ese developers used to earning 
less than 2% in the overpriced 
and rent-controlled domestic 
market. At the same time com- 
panies with yen-based portfolios 
have found it only too easy to 
raise the necessary bank finance 
to buy US property. 

The US$4.5 billion which Ja- 
panese developers are thought to 
have poured into US real estate 
in 1986 alone may have help- 
ed to offset the massive visible 
trade imbalance between Japan 
and the US. But the rush into 
overseas property can also be 
seen as one more example of the 
abnormal factors distorting Ja- 
pan's domestic real estate mar- 
ket. a 
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You took one position on 
interest rates or currency movements. 


Now you wish you'd taken another. 


So, let’s trade. 











E Time was when a financial 
. commitment was something your company was 
pretty much stuck with, unless you were 
prepared to go through the convoluted (and 
cost ly) proce o pletely refinancing your 














2d ; But today, by entering 
wap agreement, you can 
the currency in which you're 
financed, or your associated interest 
rate obligations, or both — at a 










single stroke. 

And because you can swap a 
position, and swap it again, you also gain a 
: surprising degree of flexibility. 

RE Yet it's all remarkably simple, as is 
your choice of the people to talk to about it. 
Chase can take virtually 

any swap position. 

p Say, for example, you 

- take the view that interest rates 

will go down. 

We can arrange for you to swap 
your fixed rate for a floating one, to benefit 
from the fall. 














Then, if you subsequently 
change your view, we can arrange 
a swap in the other direction. 

Similarly, one or more 
of your debt obligations may be 
denominated’ in a currency that you think may 
strengthen against the base currency of your 
business or (if you sell in markets overseas) 
against the average value of the currencies in 
which your bills get paid. 

Either way, it means the relative 
value of your interest and principal payments 
will increase. 





For further information contact your Chase Relationship Manager or one of our swaps desks Bangkok 2-2521141 
Beijing 1-5005566 Bombay 22-274516 Hong Kong 5-8431218 lakarla 21-5782213 Kuala Lumpur 3-261001 1 
Seoul 2-7585211 Singapore 5304432. Taipei 2-5213262 Tokyo 3-287-4153 





So, we'll arrange a currency Swap to 
change the denomination of your debt into on 
that suits your current outlook be E 
And if there's a chan 
we'll swap that denomination f 
orevenswapitback —. 
You'll find that a swa 
with Chase can take just minutes 
unlike the unwinding of a com 
position. | 


















You'll also find t 
of our way to simplify the d 
as well as long term maturi 
down to closing swaps for pet 
three months. 


All of which help 
we've become one of the major 
arranging swaps in Asia. 

Witness the fact that i in | 
opened up new swap markets by executing th 
first local currency swaps transactions ever in - 
Malaysia, Singapore and Thailand to add to our 
swaps portfolio of more than USS30 billion 
around the world. 


Our leadership in financial swaps is- 
just one aspect of our total global banking 
capability which integrates size, international 
network, and highly specialized industry 
knowledge with the broadest range of 
commercial and investment banking products 
and services. 

It's the meshing of these resources 
with a world-wide delivery capability that sets 
us apart from other financial institutions. 

Ensuring that when you do 
business with Chase, you couldn't be in a better 
position if you tried. 
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Demand remains 
high — and 
so do costs 


By Chris Pomery in Hongkong 


ongkong’s property market shrugged off last year’s 
H two major threats — October's stockmarket crash and 

nagging fears about the colony's future after 1997 — 
to continue its upward trend. While the exact complexion of 
the political future remains unknown, returns on investment 
averaging seven to nine years and tight supply at the top end 
of all sectors maintained the upward pressures on the market 
and promoted a rise in pure investment transactions. 

The rising trend has now weathered one slowdown in 1986 
and several sectoral and quarterly glitches on its way up over 
the past three years. Rents now generally match or exceed 
the levels reached in the 1981-82 property boom. Asone ana- 
lyst put it, for every seller there is a buyer. Analysts 
now see prices going only one way — up. 

Upward pressures come from several sources, not 
least Hongkong's perennial problem, the shortage of 

rime land. Added to this is a buoyant economy, ris- 
ing disposable incomes and low interest rates. As de- 
mand is unlikely to be matched by supply in the 
medium term, there is little to deter continued 
growth, oou local investors will likely remain 
more bullish than those from overseas. 

Several trends emerged in the market over the 
past 12 months — increased overseas investment, 
predominately Japanese; continued demand for 
whole-floor office leasing and high grade properties, 
and the appearance of owner-occupiers attempting 
to buy major office space ahead of investors. Most 
importantly for an export-led economy like Hong- 
kong's, demand held firm in the industrial sector, 
with no sign of a decline in capital values or rents. 
However, the economy remains vulnerable to any 
global downturn. 

Japan emerged as the dominant overseas player in Hong- 
kong's property market last year. As in the US, Japanese in- 
vestors came to the fore in Hongkong in 1986, when five in- 
vestors bought property worth HK$1.6 billion (US$205.13 
million), according to international property agents Jones 
Lang Wooton (JLW). In 1987, Japanese investment grew to 
almost HK$5 billion, or some 51% of foreign investment in 
property. This far outstripped Taiwanese (just over HK$1 
billion, or 1096) and mainland Chinese (just under HK$1 bil- 
lion, or 8.5%) investment. The Japanese input was more 
than double that from Australia and New Zealand (HK$2 
billion, or 23%). 

However, the Japanese investment profile differs from 
more mature markets like the US, Australia and Europe, 
which are now attracting Japanese money. Small- to 
medium-sized investors have moved in faster than big corpo- 
rations, who generally favour high profile buildings. Only 
three listed Japanese companies — Mitsubishi, NEC and 
Mitsui — have bought Hongkong property, more for their 
own use than for investment. 

Entrepreneurial Japanese investors, encouraged by the 
strong yen and comparatively high local yields, have moved 
into every sector. Commercial office space accounted for 
59% of total Japanese investment, the hotel sector 23% and 
residential 18% , notes the head of JLW’s Japanese depart- 
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. Shigeru Kosuge, who estimates that Japanese invest- 
ment in 1988 will at least match the 1987 figure, despite the 
market's increased pace. 

China also increased investment rapidly, with 1987 ac- 
quisitions reaching nearly HK$1 billion. “It’s very difficult to 
give a single, coherent picture of mainland investment," says 
JLW's C. Y. Leung, who sees the 40-50 companies which 
have entered the market in the past four to five years, both 
state-owned or Hongkong-China joint ventures, buying for 
different reasons. 

"The days of mainland Chinese arriving in Hongkong and 
charging around paying over the market prices are gone," 
says Leung, who sees little difference in Chinese patterns of 
investment compared with their local or overseas counter- 
parts, despite their focus on own-use, below-prime property. 

Dominic Leung, a director of international property con- 
sultants Richard Ellis, says Chinese investors are looking for 
better quality prime investment properties. Those with good 
knowledge of Hongkong's relatively sophisticated market 
are grouping together to target higher quality investments, 
while newer arrivals are climbing up the same learning curve. 

Of all sectors, the strength of the industrial market con- 
founded local observers most in the past six months. Instead 
of reflecting the October market crash, rents rose by up to 
8.5% last quarter, according to JLW. 

Most rent and capital value levels are now above their 
1981-82 peaks. Year-on-year rent increases have not dipped 
below 30% since the end of the first quarter of 1987, and are 


Rental values 
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now 36.996, says JLW. Capital prices, which have lagged 
slightly behind rents in the past four years, had an annual 
growth rate of 29% at the beginning of this quarter. 

Demand for higher quality industrial space in traditional 
areas continued to increase, mainly because manufacturers 
are moving to more up-scale production and workers, at a 
time of labour shortage, put a premium on better working 
conditions and short travel times. 

Demand (and price rises) are highest in already crowded 
areas with good access to transport — Tsuen Wan and Kwai 
Chung (Hongkong's container terminal), To Kwa Won (the 
airport) and Hung Hom (railway station and airport). "De- 
mand in the urban areas is still great because the labour force 
is predominately there,” says JLW’s David Holdsworth, not- 
ing that any large-scale relocation to the new towns in the 
New Territories is a long way down the line. “The more dif- 
ficult transport becomes because of congestion, the more im- 
portant it will be to be near the airport or container port.” 

In the commercial sector, demand for grade A office 
space in the three key areas of Central and Wanchai (Hong- 
kong island) and Tsimshatsui (Kowloon) remained strong 
over the last year. Vacancy rates are at historie lows, with lit- 
tle sign of relenting in the next 12-18 months. 

Last year's incoming supply of 297,000 m2, fractionally 


more than the recent average annual takeup, was easily ab- 
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sorbed by the market. This year, slightly less than 220,000 m2 
will become available, increasing upward pressure on rents. 
The pressure is unlikely to ease in 1989, with the only major 
sites coming on-stream being the Bank of China headquar- 
ters in Central (55,000 m?) and the Hongkong Convention 
and Exhibition Centre (66,000 m?). 

In Central, the vacancy rate for grade A office space has 
fallen below 0.3% , despite forecasts last year of around 8% 
for end-1988. “The market is so tight, the few properties 
coming up will not change the present under-supply much by 
the end of the year,” says Dominic Leung of Richard Ellis. 

At the top of the market, the harbourside Exchange 
Square set a record rent level of HK$363.50 m? (US$46.60) 
last quarter. Dominic Leung believes net rents could rise to 
HK$422.50 m? by year-end when the 3,520 m? in Exchange 
vem Tower 3 becomes available. Average rates in Central 
of HK$255 m? are up about 10% on 1987, according to JL W's 
Holdsworth, who says prime space is now above the HK$275 
m? it reached in 1981-82. 

Gross returns on grade A Central commercial space dip- 
ped 1-1.5% to around 7.5-8.5% annually, still higher than 
the 3-5% returns in downtown Sydney or other regional 
centres, according to Dominic Leung, who sees no softening 





















ors are now prepared to accept a 
lower yield, anticipating more prom- 
ising reversionary growth in the near 
future to compensate for a lower ini- 
tial return." Local companies trying 
to buy their office space are being out- 
bid by investors, says Holdsworth of 
JLW, but are providing an element of 
competition that was not there previ- 
ously. 


in regional investor interest. “Invest- [mm 


hole-floor leasing has be- 
W come the norm for local and 

Japanese companies, a trend 
that has been gathering momentum 
for several years. In Pacific Place, a 
major development linking Central 
and Wanchai, only three of 35 floors 
averaging 2,200 m? have been split 
into separate units. Occupants are re- 
quiring 90% more space than their 
existing premises, according to 
Holdsworth. "It staggered us. We 
did not expect it would be so easy 
to let whole floors or see such mas- 
sive growth." The Bond Centre, 
jointly owned by Japanese investor 
Harunori Takahshi and Australian 
Alan Bond, now has 8096 occupancy, 
with more than half being whole-floor 








Bond Centre: trend to whole floors. 
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elsewhere, but rental growth has now slowed down a bit,” 
says Holdsworth. “In Wanchai/Causeway Bay, where no- 
thing is available, rents are now catching up again.” 

Growth in Kowloon may be muted by the recent comple- 
tion of the 38,500 m? Chinachem Plaza in Tsimshatsui East 
and the scheduled completion in the last quarter of this year 
of the 143,000 m? of space in China-Hongkong City. 

On the residential side, supply still lags behind demand. 
"Rents at the very top of the market are at their highest levels 
ever," says Richard Bellord, residential agency manager at 
Richard Ellis. He notes that capital values are only 6096 of 
what they were in 1981. 

"Rents and capital prices are very little connected in 
Hongkong,” says Bellord. “Rent is a product of supply and 
demand, and is little affected by political considerations. 
Capital values are very much a product of sentiment. They're 
saying different things. The average property sale has a 
seven-year payoff. Last year you could get a yield of 12%; 
this year the average is down to about 10% , mainly because 
prices have been rising faster than rents.” 

“Immediately after the crash, a lot of buyers started de- 
manding lower prices, thinking they 
were going to get good discounts,” 
says JLW’s Holdsworth. “What hap- 
pened is that very few transactions 
were done, and with the upward pres- 
sures still there, rents just continued 
to rise.” 

Supply at the top end (185 m2 and 
above) rose at an increasing rate from 
1986. Prices dipped in the first quarter 
of 1986, paused again in October 
1987, and in the past two months have 
continued to rise. 

However, supply will be boosted 
in the last quarter by the completion 
of some 1,500 units on Hongkong is- 
land. Parkview, a massive 800-unit 
development, alone is more than the 
annual average of 600 top end units. 
The years 1989-90 will see a corres- 
ponding tail-off, according to latest 
estimates. Analysts say that rents for 
the best flats will hold firm, while the 
rest will soften slightly. 

A comprehensive government re- 
development plan for the entire 
urban area will be unveiled soon and 
plans continue to be discussed for a 
new airport. One project, mounted 
by Gorda Wu's Hopewell Holdings, 
would be Hongkong s largest private- 








lets. 

Demand is expected to remain pent-up in Central, where 
large sites are less likely to be put together. Hongkong Land 
in May increased its holding around the 9 Ice House Street 
site in Central by paying HK$200 million for the adjoin- 
ing Fu House. Analysts say that smaller properties not 
incorporated into pre tear pe plans will eventually lose 
their value, as the plots will be too small to redevelop into 
high-rent buildings. 

Six months ago, capital values were higher in Wanchai 
than in Tsimshatsui, Hongkong's other major office centre in 
Kowloon. The position has now shifted, says Dominic 
Leung. who cites average office rents in Tsimshatsui at 
HK$180-225 m? and Wanchai at HK$165-225. Capital prices 
are a little lower in Tsimshatsui, reflecting a higher rate of re- 
turn. Vacancy rates in Wanchai are 0.8%, and 0.3-0.4% in 
Tsimshatsui. 

"Traditionally, rents in Tsimshatsui and Wanchai/Cause- 
way Bay have been 60% of those in Central. Tsimshatsui 
caught up very rapidly because there was nothing available 
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sector development and add 510 ha of 
residential space on reclaimed land in the western harbour 
approaches. 

Hongkong's hotel building boom seems set to continue, 
boosted by soaring tourist arrivals. In 1985-88, an average 
1,000 rooms a year were added. This year will see more than 
3,000. By 1991, confirmed projects should boost total room 
numbers to 34,500, compared with the present 21,200, ac- 
cording to the Hongkong Tourist Association. The new pro- 
jects are a mix of international flagship properties — includ- 
ing Hyatt, Ramada (two sites) and Marriott — and smaller 
properties, often run by Chinese companies. Hotels are now 
expanding into traditional industrial and residential areas. 

Tourist arrivals in 1987 topped 4.5 million, up from 3.7 
million in 1986, far outstripping growth forecasts. Occupancy 
rates of 95% were reported in January and March, months 
previously considered to be low season. First quarter arrivals 
were up 22.9% on the previous year, with the number of Ja- 
panese (about a quarter of the total and by far the biggest per 
capita spenders) climbing 27.4%. 
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HONGKONG STOCKS 


After the crash, 
does the bear 
trap lie in wait? 


By Christopher Marchand in Hongkong 
T? Hongkong property market's resilience after last 





October's stockmarket crash has seen property shares 

slide to deep discounts to their net asset values. Even on 
a conservative basis, net asset value discounts have widened 
to 20-30% . More aggressive appraisals estimate discounts at 
30-5096 of net asset value. 

Such discounts are not on the scale of the 1982-84 
downturn, but the figures do pose an exquisite teaser 
for investors. Do property shares still represent value? 
Or is a classic bear trap in the offing, with an imminent 
fall in property prices about to slash net asset values? 

Certainly, the property market 
is flourishing. “The demand/sup- 
ply situation is tighter than I can 
ever remember it,” is the familiar 
refrain from Hongkong property 
brokers. Low vacancy rates and 
robust demand, fuelled by Hong- 
kong’s economic growth, are 
pushing office, commercial and 
residential rentals and capital 
values sharply higher. 

The HK$454 m? (US$58.25) 
rent at Exchange Square Three 
(final part of a harbourside deve- 
lopment) is just months away, 
brokers predict. Just one year 
ago. peak rentals at Exchange 
Square Two were HK$272 m?. 
Central's limited supply of new 
space, and a shortage of quality 
space in Hongkong generally, 
means that office vacancy rates |. m 
are likely to tighten. E. Bhs 

The residential market is even 
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Cheung Kong's Li Ka-shing: swing away from property. 


EIUERSUANPTWITCUENUEZ 


4, 


kick. The mortgage rate now stands at 8.75%, just 1.25% 
below the psychological 10% level which is expected to bite 
into activity. 

There are portents of a fall. On past evidence, the prop- 
erty market peaks about a year after the stockmarket. In this 
boom, the Hang Seng Index peaked on 1 October 1987 at 
3,949.73. And Hongkong Land on 20 May bought Fu House 
in Central for HK$200 million, some 20% beyond upper ex- 
pectations. Land’s last major purchase in Hongkong was its 
1982 tender of HK$4.76 billion for the Exchange Square site. 
Land saw this investment halve in two years as the market 
bombed. 

“Hongkong is Hongkong, it’s so volatile,” a broker 
claims, “it takes only a few blocks to be stuck on the market 
for sentiment to crack. Then people won't buy because pe 
think prices will be lower next week. The demand spiral will 
just stop." 

The likelihood that vacancy rates will underpin the office 
sector suggests that cracks in Hongkong's property market 
will most likely emerge on the residéntish ide. In this regard, 
luxury residential sales, which yield the best margins, could 
prove the weak link. A possible supply glut could develop in 
the next 12 months, or expatriate demand could slacken if 
Hongkong's economic growth slows. As most major prop- 
erty companies in Hongkong are factories for the manufac- 
ture of space, with residential development the bread and 
butter of property profit, the earnings impact could be 
serious. 

But no one expects a replay of 
1982-84, when overgeared com- 
panies and speculative buyers 
were forced into distress selling. 
Support will flow from the broad 
base of mass market demand, the 
financial power of Hongkong's 
burgeoning middle class, the ab- 
sence of a supply glut (save possi- 
bly of luxury units and new 
hotels), the avoidance of severe 
speculation and financially over- 
geared proper companies, and 
the likely continued inflow of ex- 
patriates into Hongkong to plug 
skilled management shortages. 

As a rule, property investment 
companies, with recurrent earn- 
ings from rentals, are the logical 
bear market holds. Of the invest- 

e ment companies, Hongkong Land 
c stands on a 4.6% dividend yield, 
Hysan Development 6.5%, 





more buoyant. Richard Ellis’ 
Richard Bellord says mass market prices have jumped 20- 
25% in the past two months. Capital gains in the New Ter- 
ritories have been impressive. With quality space in the mass 
market retailing at HK$12,725 mv, Bellord thinks that 
momentum could push prices to HK$15,450 m2. 

Secondary market activity, an important lead indicator of 
property activity, remains strong. Across the board, residen- 
tial rentals are jumping ahead, at a clip which underlying land 
values and the future outlook may not justify. A downturn in 
residential prices does not appear immediately at hand. On 
the other hand, prices of non-prime industrial land are slac- 
kening, reflecting Hongkong's slowing export trade. Tradi- 
tionally, export-sensitive industrial prices serve as an early 
warning indicator of property trends. 

Warning signs of excess speculation are also emerging. 
The first block of Parkway Court, the biggest luxury residen- 
tial project to come to the market this year, was put up for 
sale on 13 May. All 104 units were sold in a day. “Few of 
these buyers paid the minimum deposit," an analyst says, 
"they're hoping to make a quick turn by on-selling within 
weeks. That's the sign of a peaking market." 

Liquidity is tightening and interest rates are on the up- 








Amoy Properties 7.6% , and Bond 
Corp. International 5% . Wharf Holdings probably stands on 
a prospective 6%. For the most part, these yields compare 
ipa with bank-deposit rates, but that view overlooks 
uture interest rate rises, or higher dividend yields should 
property stocks fall further. 

Land's speculative appeal was abruptly lost when the Jar- 
dine group, in early May, bought an 8% shareholding held by 
a consortium of Hongkong tycoons and the China Interna- 
tional Trust and Investment Corp. Currently, Land's p/e rat- 
ing stands at just a slight premium to the property sector's 
average p/e. 

Given Land's prime quality office assets in Central, and 
available balance sheet leverage to finance a new develop- 
ment, such as the combined 9 Ice House Street/Fu House, 
the share looks attractive. But Land's 1988 recurrent earn- 
ings are unlikely to rise strongly after the sale of income pro- 
ducing assets in 1987. A better profit gain should come in 
1989, on the back of a full contribution from Exchange 
Square Three, and rising rentals in Central. 

_ Hysan stands on a remarkably large asset discount and di- 
vidend yield. That is the product of its sleepy image, and 
large equity holdings, which have been hit by the market 
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Central is bursting at the seams. 

Demand is up. Supply is short. Rents are rising. 
And it's going to stay that way for a while. A difficult 
situation for those seeking prime office space. 

But one that has spurred development in areas away 
from Central. Like Admiralty, Wanchai, Tsimshatsui and 
the Western waterfront. 

Will there be a new “Central”? If so, when? And 
where? 

We have some ideas. We're First Pacific Davies. 

Our business is looking ahead. Projecting the effects of 
new harbour reclamations, new towns, new transportation, 
new tunnel projects. 

And how they may determine the future of the 


AS YOU VE NOTICED, 
ENTRALS ALMOST FULL. 
O NOW WHAT ? 
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commercial office space market. 

Hong Kong born-and-bred, we specialise in 
acquisitions, development, consultancy, valuations, letting 
and property management. 

And our services are based on close working 
relationships, attention to detail, and thinking ahead. 

The Hong Kong property market. If you'd like to 
find out more about what we can do for you today, 
and in the future, call David Davies on 5-254418. 

Think First. First Pacific Davies. 


FIRST PACIFIC DAVIES 

23rd Floor, Two Exchange Square, Central, Hong Kong 
FIRST Tel: 5-254418 Tix: 61851 HX Fax: 5-8684386 
PACIFIC J Regional Offices: Singapore - Bangkok - Manila 
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Alcatel E10: all set for ISDN. Alcatel CIT has delivered 
the first Alcatel E10 exchange fully equipped for ISDN 
Installed in Brittany, it is part of the RENAN operation, an 
ambitious PTT-program aimed at offering ISDN to the Paris 
area in 1988 and extending the service to all French 
subscribers in 1990. Alcatel E10 is fully featured for ISDN. Its 
CSN, the subscriber digital access unit that will be gradually 
incorporated to the exchanges already in operation, offers 
plug to plug compatibility for analog and ISDN line modules. 
CSN supports all ISDN access interfaces. It is equipped with 
CCITT No.7 signaling, a guaranty of flexibility for further 
requirements. Apart from the Brittany exchange, 200.000 CSN 
lines have been installed in different countries and over one 
million have been ordered by the French Telecommunications 
to support the RENAN implementation 





Alcatel E10: evolution-designed. ISDN is but one 
example to the Alcatel E10 system's constant capacity to evolve. 
In order to constantly offer the best solution to the ever- 
increasing requirements of users and network operators, Alca- 
tel CIT conceived its Alcatel E10 system on the basis of an open 
architecture in which each function is handled by independent 
software and hardware modules. New functionalities are 
introduced at any time by simply adding complementary 
modules to meet whatever need is expressed. 

Throughout the years, Alcatel CIT has built up an extensive 
software library while installing Alcatel E10 in 59 countries 
worldwide so far. This is an exceptional asset. The living proof 
of the quality and maturity of Alcatel E10’s software is given by 
1300 exchanges in operation in the world serving 21,000,000 
subscriber lines and trunk circuits. 
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Alcatel E10: ISDN backed by experience. Each of 
these exchanges is serving an average of either 13,000 transit 
trunks or 20,000 subscriber lines with capacities of over 50,000 
lines largest ones. 

Long before the ISDN development, Alcatel CIT has gained 
unequaled experience in supplying new services 

Alcatel CIT has delivered the network infrastructure of the 
French Videotex, which now serves more than 3,000,000 
subscribers, who can get access to over 4,000 services. 

With 800 Alcatel E10 digital switching systems in service, over 
half the French network is digital. Consequently, 64 kbit/s 
switched bearer service has been made available by the 
French Telecommunications throughout the territory. Alcatel CIT 
also provides data and store and forward message networks 
serving tens of thousands customers 





ISDN a reality in France. 
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Alcatel CIT - 33, rue Émeriau - 75725 Paris cedex 15 
France - Tél. (33-1) 45711010 - Fax: (1) 4577 4492 - Télex: 250927F 





Can you imagine the time and effort that 
went into this masterpiece? Da Vinci may 
well have spent an entire year in his studio 
painstakingly capturing and perfecting 
details. 

At Jones Lang Wootton, dedication isnt 
a rare quality by any means. Perfectionists 





in our own right, we have developed 
specialist departments in all aspects of real 
estate. 

All of our departments are at the 
forefront of their special fields and are 
uniquely organized to find solutions that 
make our clients smile. 
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Like the Mona Lisa, that alone is 
something you cant help but appreciate. m 


$® Jones Lang Wootton = 


«Re 








international Real Estate Consultants, Surveyors, Valuers and Auctioneers 
e tvestmenn Special Projects « 


wat. 


crash. Under H. C. Lee, who became chairman in April, 
Hysan is taking a more active profile. Plans are afoot for in- 
vestment in China, while three sites will be developed in 
Hongkong. 

Wharf Holdings should benefit from rental reversions on 
its prime Tsimshatsui estate. However, the company has still 
to shake off negative investor perceptions, arising from the 
belief that Wharf got the worst of the deal in the corporate re- 
structuring with its holding company, World International, 
in 1986-87. 

Amoy is highly geared, after its successful tender at the 
end of April for Local Property Company. Local, however, 
has an attractive portfolio of buildings in fringe Central, 
which offer reversionary potential. Cash flow should easily 
service debt. The rest of Amoy’s portfolio is also high qual- 
ity. Bond Corp. International is even more highly geared, 
but its prime Hongkong residential portfolio and 5096 own- 
ership of Bond Centre should enable to ride out higher in- 
terest rates. 

For their part, the development companies diversifed into 
property rental and non-property interests. (Just as most 
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Yaumati Ferry and utility Hongkong & China Gas. Being ex- 
posed to the high growth, mass residential market, Hender- 
son was a classic bull market performer. The share price. 
hugely outperformed the Hang Seng Index last year, rising ~ 
from a HK$2.825 yearly low to a high of HK$8.85. A fall - 
back or levelling-off of residential prices would reduce the- 
share's appeal. But Henderson has little gearing and is also 
building its investment portfolio, having retained the luxury 
development, Lodge on the Park, for rental purposes. 

New World Development is the current market darling. 





Most analysts forecast a 23% growth in profit in the year to 30 
June 1988 and 35% growth in 1989. Says an analyst: “Before 
the end-December interim results, investors had not ap- 
preciated how much New World's non-property profit had 
risen. Profit in 1989 will be boosted by an expansion of the 
hotel interests, while the share is trading at a large discount to 
net asset value. These are the important things which make a 
share price move." . 

Property development contributed 36% of New World's: 
pre-tax profit in the yea 





companies in Hongkong ——— 
hold some property as- | 
Sets as an earnings sup- 
port to their main activi- 
ty.) Cheung Kong Hold- 
ings is probably the 
most visible example of 
the swing away from 
pure property develop- 
ment. 

With its controlling 
stake in the trading hong 
Hutchison Whampoa 
and cement company 
Green Island Cement, 
Cheung Kong has in- 
creasingly taken the 
shape of an investment 
company. Non-property 
earnings contributed 
50% of Cheung Kong's 
taxed profit in 1987. 
This trend looked all 
the more marked for 
chairman Li Ka-shing's 








rents. 





Central district, Hongkong: rising 





to 30 June 1987. Prop 
erty rental chipped in: 
32%, construction 6% 
and hotels 14%. Strong 
earnings growth from the 
group's 51% holding in 
New World Hotels will 
greatly boost group pro- 
fit in the next few years, 
and the letting of office 
space in Hongkong’s 
new Exhibition and Con- 
vention Centre will en- 
large New World’s rental 
portfolio to a size second 
only to Land. 

Hang Lung Develop- 
ment was last year re- 
structured into a prop- 
erty development and in- 
vestment holding com- 
pany. It has interests in 
hotels, car parks, dry 
cleaning, food process- 








inactivity in new land 
purchases, hence new property developments, between 
` 1984-86. 

That, however, changed dramatically in 1987. Near- 
ly 440,000 m? was added to the land bank. Counting the 
HK$8 billion redevelopment of the Ap Lei Chau power 
station site and the Shell oil depot at Kwun Tong, in Hong- 
kong's most ambitious property development yet, Cheung 
Kong has a land bank of some 1.65 million m?. “There’s obvi- 
ously been a change of heart as far as property development 
is concerned," an analyst says. 


to 31 December which were below analysts’ expecta- 

tions. That reflected the problem of completing pro- 
jects on schedule at a time of labour shortages in the con- 
struction industry. But second half profit should rebound 
strongly, with a further boost from the sale of the group's 
stake in property company Manor House. 

Profit in 1989 might be less exciting. SHK Properties has 
the largest industrial property portfolio in Hongkong, a sec- 
tor which is starting to show weakness. The group has also 
changed its policy by retaining more residential development 
for rental purposes. (Previously, only office space was kept 
for rental. This builds a property investment base, but re- 
moves the flow of large, up-front development profit. 

Henderson Land is almost purely a property development 
player, but does derive earnings from stakes in Hongkong & 


be 


S un Hung Kai Properties posted results for the six months 





ing and the Matsuza- 
kaya department stores in Hongkong. Hang Lung is also 
bidding for control of Parry Corp., a furniture retailer and 
natural resources company in Australia. 

Among the second liners, discounts to net asset value are 
even sharper. Chinese Estates, Sino Land, Wing On Com- 
pany, Asia Securities and Allied Properties are cases 
where discounts to net asset value exceed 40%. That, of 
course, reflects a bear market when interest focuses on blue 
chips. Except for Asia Resources, these discounts also reflect 
investor unease with an unpredictable management. For its 
part, Asia Resources still needs to reduce gearing. 

Great Eagle's discount to net asset value is widened even 
further by the planned HK$300 million redevelopment of 
part of the Tregunter luxury housing estate, but short term 
earnings could be disrupted if tenants choose not to renew 
leases during the construction. And Y. S. Lo's property 
counter Paliburg Investment earns favourable mention from 
analvsts. Paliburg's share price, however, has risen strongly 
in recent weeks. An easier way into Paliburg may be through 
holding company Century City, which also has the control- 
ling shareholding in high growth Regal Hotels. 

SHK Properties' subsidiary New Town Holdings has been 
strong, with the Kwok family having boosted the controlling 
shareholding to some 80% . New Town has a large portfolio 
in the New Territories, where the best longer term growth re- 
sides. If New Town is not privatised, it should represent 
value. a 
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AUSTRALIA 


Market crash 
a boon 
for property 


By Florence Chong in Sydney 


oy he Australian property market has become a major be- 

] neficiary of last October’s stockmarket crash and the 

ensuing flight to quality. The property market in the 

capital cities had been in danger of overheating before the 
crash, especially in Sydney, but has now consolidated. 

The market paused to assess the fallout from the crash, 
but before long, any doubts about the strength of property 
were dispelled when a succession of major sales was made. 
Within days of the crash, Bankers Trust Australia bought 
Maritime Plaza on the western side of Sydney’s central busi- 
ness district for A$182 million (US$136.5 million). 

A new Australian record price was then set for develop- 
ment land when Bond Corp. outbid 10 keen buyers to clinch 
Chifley Square in Sydney for A$306 million, or A$47,500 a 
m2. (The record was later broken in the sale of a small site.) 
Three other buyers were willing to pay more than A$300 mil- 
lion for Chifley Square. 

Bond Corp., controlled by West Australian Alan Bond, 
will spend A$500-600 million to develop the site. With joint 
venture partner Kumagai Gumi, Bond is developing another 
Sydney site at a cost of some A$450 million. The Australian 
arm of Kumagai Gumi has stepped up its involvement in 
inner-city developments in Sydney and Melbourne, valued at 
a total of A$700 million. Local and overseas investors have 
shown keen interest in two of Kumagai Gumi's joint venture 
projects with a collective value of A$350 million, and sources 
say negotiations are well advanced. 

Cash-rich investors, including publisher Kerry Packer, 
are moving heavily into property. Packer and his joint ven- 
ture partner Warren Anderson past month paid A$270 mil- 
lion on extended terms for a site in Perth which Robert 
Holmes à Court's Bell Group offloaded in the wake of the 
market collapse. The price was around A$10,000 a m?, up 
A$3,000 from the previous transaction. 





The strength and depth of the Australian property market i 


are underpinned by three crucial factors: declining interest 
rates, high liquidity and strong demand. Major savings banks 
experienced a substantial boost in deposits during the flight 
to quality, enabling them to reduce mortgage rates to a five- 
year low. In particular, the residential sector in Sydney, Bris- 
bane, the Gold Coast and, to a lesser extent, Perth and Mel- 
bourne, was spurred into a boom cycle, prompting a record 
number of new housing starts for the financial year. 

A shortage of stock is fuelling the demand in all sectors. In 


Sydney, a housing shortage has forced property values in | 


sought-after areas like the Eastern suburbs and the North 
Shore up by some 60%. Even more spectacular increases 
have been seen in the sales of harbourside mansions. 
Paradise Sur Mer, sold for more than A$16 million, has well 
overtaken the previous high of A$12.3 million. Owners, New 
Zealand businessman Sir Frank Renouf and his wife Lady 
Susan, paid A$8 million for the house two years ago. At the 
lower end of the market, equally impressive rises have been 
seen. 

Despite initial concern that the stockmarket crash could 
see a contraction of demand for office space, there is now lit- 
tle evidence of increased sub-letting. Companies, including 
accounting houses and legal firms, are continuing to rent 


"space. With the exception n 








is still over- 
supplied, capital cities have a severe shortage of office space, 
particularly in favoured buildings. In Sydney and Mel- 
bourne, the vacancy level averages 2% — below the 3% 
benchmark set by the industry as being comfortable. 

Oliver Irving, in charge of leasing at Jones Lang Wootton, 
believes that tenants would happily pay up to A$700 a m? an- 
nually if space were available at Grosvenor Place, the latest 
prime office project to come on to the market in Sydney. Irv- 
ing says that top buildings in Sydney's financial heart have a 
vacancy rate of less than 1%, which explains why annual 





| rents are pushing relentlessly towards A$1,000 a m? — a level 


he believes will be reached in the next two years. 
Many investors had already targeted the property sector 
in an attempt to counterbalance their portfolios and reduce 


| exposure to the prolonged bull market before October. Key 


institutional investors had steadily increased their property 
holdings months before the crash, taking advantage of the 
bull market to raise milions of dollars. Big investors — such 
as Australian Mutual Provident Society, National Mutual 
and Capita and listed and unlisted property trusts — raised 
close to A$1.5 billion in the months leadingto the crash. 

Chris Brown of Jones Lang Wootton says that the drive to 
secure high quality buildings will intensify as institutions with 
investable dollars have nowhere else to spend their money. 
Brown maintains that the alternatives are government bonds 
and fixed-interest deposits, but with interest rates continuing 
to come down, such investments will not show a good return. 
Property yielding 6% may, on the surface, return less than 
either bonds or fixed-interest deposits, but when the internal 
rate of return is calculated, the return is considerably higher, 
around 20%. 











AUSTRALIAN STOCKS 


Bricks and mortar 
attract new 
investor interest 


By Florence Chong in Sydney > 


ustralian property-related stocks have made a stronger 

A recovery than the rest of the market since last Oc- 

tober’s crash. The developer and contractor index has 

risen from a bear market low of 2,281 to 3,110, a recovery of 

more than 35%, compared with a 26% rise in the All Or- 

dinaries index, which has moved from a post-crash low of 
1,149 to 1,450. 

Analysts say that investors heavily sold down these stocks, 
and the recovery is all the more spectacular for having come 
from a lower base. Another element fuelling the rise is that 
many companies are trading below their net tangible assets 
and increased takeover activity is expected. Recent move- 
ments in the shares of Kern Corp. suggested a possible 
takeover in the offing, while George Herscu, majority 
shareholder of one of Australia’s best-known companies, 
Hooker Corp., has launched a A$217 million (US$162.7 mil- 
lion) takeover bid to privatise the company. 

Bill Banister, property analyst at North Ltd, says the value 
of contractor and developer stocks has risen significantly in 
recent weeks, pointing to Lend Lease, Australia’s largest de- 
veloper, now trading around A$12.50, up from a post-crash 
A$8.80. At its peak, Lend Lease traded for A$19.10. Lend 
Lease is trading at a price/earnings ratio of 12, compared to 8- 
10 several months ago. Similarly, A. V. Jennings is trading at 
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Central Sydney: record prices. 


FRED ADLER 








Property consultants expect buyers to accept 5.5-6% for 
prime properties, and 6.5-7.5% for properties on the fringe 
of the central business district. After spectacular growth in 
the past two years, rents are expected to slow. In Sydney, the 
general expectation among key investors and property con- 
sultants is that the 1988 increase will be no more than 10%, 
possibly closer to 8%, reducing to 6-7% in 1989 and 6% in 
1990 as more space becomes available. Growth in other capi- 
tal cities is also slowing. 

In Melbourne, with many projects under way or planned, 
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predictions are for oversupply which could push vacancy 
rates to 5.5% by the early 1990s, according to Tony 
Sallmann, chairman of Richard Ellis. Vacancies will be high- 
est in the central business district, St Kilda Road (fast becom- 
ing the second business district), city fringe and suburban 
areas. 

Gerry Gauntlett, managing director of Baillieu Knight 
Frank in Perth, says that leasing has softened somewhat, 
partly because those who needed to expand had already 
made the commitment. He says rents have levelled out, with 
the top rate in Perth being A$350-370 a m2. Gauntlett says 
growth in 1987 was about 20%, but is expected to drop to 
10% this year. The most recent sale of property in the West 
Australian capital was the sale of a half interest in Allendale 
Square, on 6.25% yield, for more than A$40 million. In the 
next year, Perth will see projects totalling about 45,000 m2 
coming on to the market. One project — St George Square 
— is already half leased. 

Brisbane has a vacancy rate of 8.5% across the board, but 
in some six key buildings, this drops to 3.4%. Agents are of- 
fering attractive incentives of up to two years rent-free occu- 
pos in return for a 10-year lease. This has helped keep 

risbane rents high — up to A$375 a m? for space at Central 
Plaza. Rod Samut, director of Hillier Parker, says that if no 
new projects come on to the market in the next 18 months, 
Brisbane will likely absorb its surplus space and establish a 
better supply-demand equilibrium. 

The retail sector is the highlight of the Brisbane market. 
Buoyed by the six-month Expo 88 to mark the bicentennial, 
retailers are expecting good trading. Expo 88 organisers pre- 
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16.1 based on an historic p/e ratio or on a perspective p/e at 
12.5%. However, Hooker is trading on a perspective p/e of 
about 5% (6.5% on an historic basis) — down from a pre- 
crash 13. Hooker has been marked down because of increas- 
ing concern about its risky and heavy exposure to the US, in 
particular an expensive expansion/programme Herscu is pur- 
suing there. 

Max Weston, funds manager at Growth Equities Mutual, 
sees more opportunity in second-tier developers Girvan Corp. 
and Leda, both floated only last year. His view is shared by 
Banister, who says that investors could have bought shares in 
second-ranking companies like Hudson Conway, whose price 
went from 45 A cents to 85 A cents, showing a much better 
percentage increase than the top three stocks. Girvan, which 
sold 18% of its stake to British-based Beazer ple and C. Itoh of 
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Japan recently, went up from 38 A cents to 77 A cents a share. 

Another fast mover is Queensland's largest property 
group, Kern, now trading at A$2.40 after a post-crash low of 
A$1.50. Banister say now that the recession mood has faded, 
people are looking once again at how good property is. Com- 
panies like Kern, which is well backed with assets, have good 
management and are involved with blue-chip developments 
are seen as attractive investments. 

Aside from developers and contractors, investors have re- 
turned to listed property trusts, and the property trust index 
has risen from 877 to 1,139. Jane Poole, property trust re- 
search analyst at Mullens and Co., says monthly turnover in 
this sector was nearly A$114 million at end-March, up 71% on 
February. December saw the lowest turnover of A$51.6 mil- 
lion. Weston says the average yield for the sector is 9.795, tak- 
ing into account the high yielding trusts, including Sterling 
Properties, Mercantile Mutual Global and Clayton Robard 
Property Trust. 

Andrew Martin, property trust analyst at BZW Meares, 
says: "In terms of yield this sector is attractive on a relative 
basis when compared with fixed interest securities or industri- 
als. It's twice the average on industrials." Martin has tracked 
the performance of trusts over seven years. On Australia's top 
three property trusts — General Property Trust, Westfield 
and Schroders Property Fund — he says present yields are 
8.2%, 9.7% and 7.7% respectively. 

At the peak of the market the major tusts were trading at 
premiums of more than 30%. That has been adjusted and they 
are now trading at a slight discount, touching net asset back- 
ing. Schroders has returned to the market to raise A$152 mil- 
lion for its Australian property fund and its international 
property trust, 69% owned by the parent fund. Martin says 
that while Schroders is “giving a bit away” with its ordinary 
issue, it has finely priced the issue for its international fund. 
Schroders has proved to the market that it is a good manager, 
and there is little doubt that its rights issue will be well-re- 
ceived. Other fund managers will be watching the response 
closely. 
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dict an injection of 
A$400 million into 
Brisbane's economy. 
; This is reflected in high 
rents in new complexes 
such as Myer Centre of 
up to A$1,400 a m2. 











_ AUSTRALIAN OFFICE RENTALS 










Pundits had pre- 
dicted gloom for the 
Brisbane market be- 

"cause of its dispropor- 
tionately high number 
of investors from New 
Zealand, seeing it as 
more vulnerable to fire 

sales as the Kiwis with- 
drew. However, only 
three New Zealander- 
owned buildings have 
























been sold since the 
crash, for A$37.35 mil- 








lion, and two others are 
on the market. 

Indeed, far from withdrawing, analysts say that New 
Zealanders are continuing to invest, including Robt Jones In- 
vestments, Brick Securities (owned by New Zealand Insur- 
ance) and Mace Corp. Up to September 1987, New Zealand- 
ers spent some A$837 million in Brisbane (including the 
A$320 million purchase of Myer Centre by Interchase, 
49.5% owned by Chase Corp.), making a far greater impact 
than the much-touted Japanese investment inflow. 

However, the entrepreneurial New Zealanders who were 
thronging the Sydney market have gone. Richard Ellis’ 
Jeremy Alpe says that the number of New Zealand buyers 
who in 1987 spent A$80-120 million collectively with his com- 
pany has been reduced by about one-third . . . but Japanese 
investors have not fallen away. 

The story is much the same in other Australian capital 
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REVIEWGRAPH by Barny Lee 


cities. In Melbourne, Roy Woodhouse, managing director of 
Baillieu Knight Frank, sold 222 Exhibition Street to Japan- 
ese investors for A$130 million and a city retail complex to 
Schroders Australia for A$74 million in recent weeks. 
Woodhouse is confident that Australia will see the first par- 
ticipation of a Japanese life insurance office in the next 12 
months. Until now, the key investors have been Japanese en- 
trepreneurs. 

Until recently, the sheer amount of money looking for a 
home meant that competition among lenders tended to soft- 
en lending criteria to the extent that a number of so-called 
speculative projects, with no pre-commitments for sale or 
lease, may be able to proceed. Despite some hitches, how- 
ever, the immediate future of the Australian property mar- 
ket is strong. üu 





The rising yen goes Down Under 


heavily into Australia's tourism boom. In the last year 

they have collectively spent more than A$1 billion 
(US$750 million) on hotels throughout the country. The 
growing influence of Japanese investors in tourism-related 
projects (including gift shops, bus services and restaurants) 
has started a hot debate on the so-called Japanisation of the 
industry. 

Japanese, who have bought properties off-the-plan, have 
emerged as the single largest national group to own hotels in 
Australia, replacing Australian institutions, such as life in- 
surance offices, which once had extensive hotel interests. 
This change in investor profile has become discernible only in 
the past 12 months. 

The landmark property sale in Australia was that of 
Southern Pacific Hotel Corp. in March by beleaguered Sin- 
gapore-based Tan Sri Koo Teck Phuat for A$540 million to 
William Hunt, a Hongkong-listed company controlled by 
Adrian Zecha. Up to 40 of the world's best-known hotel 
owners competed to buy Southern Pacific, the largest hotel 
chain in the southern hemisphere. Its turnover was A$300 
million in 1987, and is expected to rise substantially this year. 
The purchase price reflects a pre-tax yield of 9-10% . 

Within a month, Zecha bought another hotel, the 
Beaufort Darwin Centre, for about A$30 million. Zecha, 
now technically Australia's largest hotel owner, is punting 


J apanese and Southeast Asian investors have plunged 











heavily on the future of Australia's tourism industry. He is al- 
ready in a joint venture with US-based expatriate Australian 
David Bryce to establish deluxe hotels in Sydney and Bris- 
bane. 

Zecha's buying spree temporarily broke a succession of 
sales to entrepreneurs which began with the EIK Group buy- 
ing the Regent in Sydney. Japanese groups such as Daiyko 
and Matsushita Investment and Development own more 
than one property. The collective worth of all existing hotels 
owned by Japanese investors, and those planned or being 
built, easily tops A$1.5 billion. The properties are mainly in 
New South Wales and Queensland. 

Competition is so fierce that a number of Japanese buyers 
are prepared to buy buildings off-the-plan. Comrealty of 
Sydney is negotiating with a Japanese investor to sell a five- 
star hotel, now no more than a paper plan, for around A$150 
million, or some A$330,00 a room. The hotel, in Sydney's 
King's Cross district, will be the second Comrealty has sold in 
this manner. The first was the all-suite Ritz-Carlton Sydney, 
which went to Japanese interests at some A$350,000 a room. 

Queensland Gold Coast-based property consultant Max 
Christmas says that hotels and hotel development provide 
the simplest entry into the Australian property market. He 
recently sold a four-star hotel on the Gold Coast to Mat- 
sushita Investment and Development, which also plans to 
build a 400-room hotel, budgeted at A$100 million, on the 243- 
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THE Fine Art Or FLYING 


by Kolar 





«Je suis la Beauté - Paris». When we asked the Czechoslovakian artist, Kolar, to 
interpret The Fine Art of Flying he responded with his famous, multi-image rollage 
technique. “Paris”, he reflected, “is a love affair with a fascinating woman - she 
will open many worlds to you and yet always draw you back". Air France leaves 
Paris for the world more than 150 times every day. And every flight is a love affair 





Connections make the world go round. 
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Actually, they're all 
Australian bankers. 

Or more to the point, they're 
all international bankers 
working for National 
Australia Bank. 

As Australia's fastest 
growing international bank, 
our global representation 
now includes twelve 
Asia/Pacific countries. Our 
managers in Asia all have 
extensive expefience in the 


markets in which they 
operate. And they combine 
that local understanding 
with a thorough knowledge 
of international financial 
matters — particularly in 
dealing with Australia and 
New Zealand. 


National Australia Bank, 





with over 150 years 
experience and ranking in 
the world's top 100 banks by 
assets, has both the 
expertise and the resources 
to meet all your financial 
requirements. Just ask your 
Australian banker at the 
offices listed below 


National nal Australia Xg Bank 




























Head Office: Melbourne, Telex 30241 NATAUS Hong Kong, Telex 7: NAT PHK Singapore, Telex 2158 3 NATAUS 
ATAUS. New Zealand, (National Australia Bank (NZ) Limited) 776 NATAUS Republic ot Korea, Tel 
Taiwan, Republic of China, Te lex 29944 NATAUTPE Malaysia, 7 Telex Thailand, 7 Te 20424 NATAU 
Indonesia, Telex 44749 NATAUS. People’s Republic of China, 1 n AUCN dicm New Guinea, | f Sc Pacifi 
uted States of ustralia Bank, Clydesdale 
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— The Japanese like hotel investment, says Christmas, be- 
. cause they have more chance of buying and wholly-owning a 
hotel than other properties. Australia's Foreign Investment 
; Review Board is prepared to endorse such sales, which do 
“not carry the same restrictions as other property transac- 
tions. 
Hotels are enjoying the benefits of the 27.3% growth in 
international arrivals to Australia. Kay Dymock, director of 
Jones Lang Wootton's hotel division, says: “Room rates 
have risen rapidly, while room supply has not increased at the 
same level as demand. We have a pressure cooker effect in 
Sydney." 
Consequently, there is an entry premium to Sydney. 
| Aside from the two Comrealty projects, another hotel at 
Campbell Cove, in the Rocks area, was also bought off-the- 
plan by EIK some six months ago. The 159-room propert 
was sold at what is known as an equivalent yield of 9:10% 
over the first four years of trading. 

Tony South, director of Horwath and Horwath’s manage- 
ment division, which publishes analyses of the hotel industry, 
says the occupancy rate of Sydney hotels ran at the high 80% 

. level in 1987 and is set to go even higher in this bicentennial 
year. “At those high levels they are running most efficiently. 








Japanese tourists on Sydney beach: investment plunge. 


Hotels have pretty much the same levels of fixed expenses 
with 75% or 90% occupancy,” says South. “The additional 
revenues are finding their way to the bottom line.” 

South says that Sydney room rates rose by up to 30% 
across the board in 1987, following a 20-27% rise in 1986. He 
and other hotel analysts believe that the rapid growth will 
slow to about 20% this year. South expects the shortage of 
four- and five-star rooms in Sydney will continue for up to 
four years. 

In an analysis of the Australian hotel industry, Pannell 
Kerr Forster said that in 1987 profitability rose by 70.7% to 
A$9,928 per available room. Higher occupancy rates, steady 
increases in average daily room rates and higher food and 
beverage revenues are reflected in an 18.4% rise in overall 
average revenue to A$55,228 per available room. 

Bill Cross, managing director of Colliers International 
Hotels and Leisure, says that recent hotel sales have seen 
good capital appreciation. Khoo bought Southern Pacific for 
A$105 million in 1981, and while a lot was spent to upgrade 
and renovate properties, Cross says the latest purchase price 
reflects strong capital gains. 

À premium is being paid even in Perth, which has an over- 
supply of hotel rooms. The Burswood Resort Hotel was sold 
to Yunan Development Co. and Kanematsu Trading of 
Japan for A$110 million, or A$263,800 a room. This sur- 
prised analysts, who had expected about A$200,000 a room. 

— Florence Chong 











p 


SAR FASTERN-ECDNPIMAUC REVIEW. a Q: FINE TREE 


ha Ashmore Waters site, which is also on the Gold Coast. 












i 








© JOHNFAIRFAX & SONS 





i 












PROPERTY '88 
NEW ZEALAND 


You pay your 
money and you 
take a chance 


By Anne Byrnes in Wellington 


ing about-face since the October share market debacle: 

from a group of wide boys taking on the world, the sec: 
tor has retrenched internationally and is now picking up the 
pieces on a shattered domestic scene. 

This time last year, the property sector was a chief player 
in New Zealand's world-beating bull run on its stock ex- 
change. The sector was also putting up more buildings in 
New Zealand than had ever been built in one short 
period before, buying overseas companies and real 
estate on a large scale and taking big profits as share 
prices rose, rents soared and land and building values 
increased accordingly. 

The wide boys have now returned home with their 


T he New Zealand property sector has done an astound- |. 


cut in property values, a disastrous performance on 


to be — and a number of big projects in main cities 
said to be shelved indefinitely because of tenancy 
and/or finance problems. 

Commercial property gained almost more than 
any other sector from the Labour government's dereg- 
ulation policies in 1984 which opened up New Zea- 
land to a new international financial scene and a new 
mentality. When New Zealand's share market 
crashed in October last year, wiping about NZ$20 bil- 
lion (US$12.9 billion) off the books, property invest- 
ors suffered almost more than any other sector. 

Thirty-one property companies lost NZ$553.70 mil- 
lion between them, principally between October and 
December. That loss was largely a reduction in the book 
value of shares, but it was a realised loss in many cases. 

But when the news was good in New Zealand, it was par- 
ticularly good for property companies. Last year, the Kiwi 
entrepreneurs spent up large, particularly in Australia where 
they rivalled the Japanese in buying strength. 

Between January and October. New Zealanders spent 
$A537 million (US$397.7 million) on Queensland property 
alone, according to agents Hillier Parker in Brisbane. If the 
Myer Centre developed by New Zealand's Chase Corp. was 
included, the Kiwis would have spent close to A$1 billion in 
those nine months. 

In one month last year, nine New Zealand companies an- 
nounced they would move into Australia, either through list- 
ing separate companies or taking majority stakes in other 
companies or forming joint ventures with Australians. 

The Kiwis went to Australia because foreign exchange re- 
strictions were relaxed, yields were good, rental growth pro- 
jections were attractive and new Zealand's financial deregu- 
lation spurred them on to be more feisty ang aggressive. But 
they also went partly because of predictions of a downturn at 
home. An air of nervousness had pervaded the property 
scene throughout last year. 





Commercial property development and investment in . 


Auckland, Wellington and Christchurch drove itself to ever- 
increasing highs last year. Building activity remains strong 


———— 


the share market — where some say they had no right - 
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tails between their legs after selling overseas interests. | 
at a loss. They have come back to forecasts of a 20% ^ | 








now, principally because plans were put in place long before 1 E 
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the share market crash: tenants were signed up, credit lines 
opened and construction contracts went out. 

The irony is that a vast amount of building continues prin- 
cipally in Auckland and Wellington, despite the reins being 
tightened on the future. But property takes some time to 
react to economic factors and indicators; once plans are in 
place, they are hard to stall. 

The sector tookerich pickings while times were good. For 
example, Wellington commercial rents rocketed 5776 in 
1987, according to valuation and consultancy firm McGregor 
Sellars. Wellington’s rents rose 1,409% in the past 25 years 
and much of that increase began in 1985 when rents rose 
2996 . By early 1988, top space in New Zealand's capital city 


-|- eost NZ$445 a m? a year, the firm said. 


Auckland's activity was just as hot. Top space there cost 
NZ$345 a m? a year; according to a report late last year 
from the Institute of Valuers. Rents in the twocities run close 
to matching each other, though Auckland has historically 
lagged. The price of Christchurch space lags behind the other 
two cities, but a developer set a record there recently, asking 
tenants to pay NZ$240 a m? a year. 

Auckland's rental growth has been faster than in any 
other city: it increased 17.5% compounded each 
year between 1978 and 1986, according to Christ- 
church agents and consultants W. E. Simes & Co. 
Wellington rents rose 14.23% in the same period 
and Christchurch rents rose 14.17%. 

While New Zealand’s farmers suffered with the 
removal of government subsidies and a rising local 
dollar, their city cousins could hardly wait to get 
planning approval for another big building. Some 
of the more lofty proposals put forward during last 
year’s goldrush included a NZ$500 million rede- 
velopment of Wellington’s railway yards and a 
NZ$1.5 billion project on the site of Auckland’s 
Britomart carpark near the waterfront. 

New Zealanders do not put up taller buildings 
than Australians (New Zealand's tallest building is 
about 30 levels), but they certainly go for scale. 
The Wellington railways proposal, called Gate- 
way, would include seven office blocks, a 230- 
room hotel, 3,000 car parking spaces and a 2 ha 
rooftop garden. Auckland's Britomart project 
would combine about 200,000 m? of office space, a 
hotel, bus terminal, 3,000 car parking spaces and 
include three giant towers. A 21-level office block 
is proposed for Christchurch. If built, it will be the 
South Island's tallest commercial block. 

New property companies were still being formed this time 
last year. For example, New Zealand's third-largest corpora- 
tion, Brierley Investments (capitalisation about NZ$2 bil- 
lion) formed a joint-venture with the company's third-largest 
property company, Wellesley Resources (capitalisation 
NZ$111 million) to create one of the largest real estate em- 
pires in New Zealand — Brierley Cromwell. 


Oe 





ast year, developers cranked their workloads up consi- 
L iei for 1988. Plans were put in place to build 
enough new office space for an extra 10.000 people in 
Auckland this year, with 115,000 m? new and refurbished 
space planned to be finished in the city's core area, according 
to agents Jones Lang Wootton. 
While Auckland's construction rate in the central city of 
59,000 m? in 1987 broke all records, this year's plans will 
probably eclipse previous records. Most of that space will in- 


deed be built, as much is leased and already well under con- | 


struction. However, big question marks hang over the con- 
struction rate in 1989. 

Yields ranged between 5% and 6% on top commercial 
space in Auckland and Wellington throughout 1987, while 


the Sydney equivalents fetched 5.75926, according to valuers | 


Darroch & Co Ltd of Wellington. 





















Land sales set records in 1987. For example, the auction 


reserve price for a small piece of freehold land in Auckland's 


heart, Queen street, was NZ$36,000 a m?. Central city land 
was sold for NZ$15-25,000 a m2 on average last year. Similar 
high prices applied in Wellington. 

Residential house prices also hit new highs last year, with 
million-dollar sales in Auckland, Wellington and even 
Christchurch becoming nothing special. Corporate high-flier 
David Phillips of the entertainment and property company 
Pacer Kerridge Ltd paid NZ$8 million for an Auckland man- 
sion which he will not live in for some time: the sale was con- 
ditional upon the death of the present owner. Phillips set a 
record with this delayed-settlement purchase. 

In the past six months of 1987, New Zealand house prices 
went up 7%, according to Valuation New Zealand, but Auck- 
land prices rose 20.8% in that period. 

Commercial land values went up enormously. A regular 
appraisal of the entire Wellington central city showed that 
commercial land values had risen on average 600-700% in the 
past three years alone. Auckland's land value rise during the 
same period was estimated to be more than 1.000%. 

While New Zealand property soared to new heights, the 
cash-rich Kiwis cast around for new horizons. Chase Corp. — 
high on the list of the top 50 companies in New Zealand with 


MOVEMENT IN PRIME OFFICE RENTAL 


VALUES FOR WELLINGTON CITY 


Gross rental value per square metre of BOMA/PMI measurement. 
Gross rental values include all operating expenses and relate 
only to new, firstclass, airconditional and carpeted office 
accommodation in the heart of the city. 

Year (as of 1 January) 
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Rent per square metre per year in New Zealand currency. 
Source: McGregor Sellars Ltd, Wellington (figures asat 1 January 1988). 


REVIEWDIAGRAM by Ricky Hui 
capitalisation of NZ$315 million — already had substantial 
Australian and New Zealand property interests, so it looked 
to Britain. In late 1986, it bought London-based Property 
Holding & Investment Trust and gained a portfolio of offices 
and shops in central London and the south end, together with 
some development projects. 

However, Chase ditched its British operation in February 
this year, selling to British conglomerate Trafalgar House. 
Chase suffered a NZ$231.31 million loss in investments since 
October, and the British sale was part of a cash free-up 
strategy. Chase also sold A$140 million worth of Australian 
property and NZ$200 million worth of New Zealand prop- 
erty assets. 

Another prominent property company which is on the to 
50 list — Aurora Group — did much the same as Chase. h 
had bought 89% of the British property and goldmining com- 
pany Hampton Trust for £90 million (US$166.6 million), but 
aa out only a few months after the purchase for just £63.5 
million. 

“The New Zealanders, who once thought they could buy 
the world, are continuing to traipse home with their tails be- 
tween their legs,” noted the London Evening Standard after 
Aurora’s fire sale. 

While the British media had a field day, some other New 
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Zealand property companies with overseas assets held tight. 
For example, New Zealand’s largest property company, 
Robt Jones Investments Ltd, held a trifling NZ$200,000 
worth of shares and its principal overseas property invest- 
ments in the US and Australia were safe. 

Another of the great ironies of 1987 was that while Kiwis 
spent overseas, there was virtually no direct overseas prop- 
erty investment in New Zealand: the Japanese spent millions 
in Australia, but they largely ignored New Zealand. The 
reasons were said to be that New Zealand property was too 
expensive and more future was perceived to lie in Australian 
real estate. 


™ apan's Kumagai Gumi bought one large site in Auck- 
land's Queen Street, but soon sold it again. Hong Kong 
w publishing magnate Sally Aw formed Aw NZ Invest- 
ments Ltd, but as at 1 April, had taken only a half share in a 
NZ3$100 million Auckland fringe-city development. Aw has, 
however, bought property in Australia through the New 
Zealand vehicle. Two Japanese companies bought Telecom 
House in Auckland in early March. 
Life for the property sector is much less certain now. Top- 
priced houses are taking longer to sell and many are being 
discounted. Research company Infometrics Business Ser- 
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of potential new tenants. This included solicitors (who took 
21% of new space), insurance companies (6% ), newly com- 
mercialised government concerns (1296), accountants (496) 
and brokers (476). These groups appear less keen to fuel new 
onding developments in Auckland, Wellington and Christ- 
church. 

This has left developers in a difficult position and some 
sweetheart deals are now being made to lure the large office 
tenants back into the market. For example, Christchurch 
company Advantage Corp. has offered a of solicitors 
nearly NZ$1 million as bait to move into two floors of its 
proposed 21-level building. The package included a cash pay- 
ment to the lawyers, an easy exit from the old premises with a 
deal on the lease, as well as office fit-out costs in 
building. pate 

While office tenants may be joining much of New Zea- 
land's wildlife in becoming the country’s newly endangered 
species, some are still keen to move and are being hotly pur- 
sued by rival developers. 

The property sector has a tax trap to add to its problems. 
Government valuations are being carried out every three 
years rather than five years. This brought Wellington’s re- 











Auckland offices: smell of burnt fingers. 






valuation ahead and turned up the stunning 600- + 
700% rise in land values. The dramatic value rise | 

lead to a corresponding land tax rise. The govern- 
ment levies land tax at 2% of the land’s worth and 
tax revenue has risen with land values, 

Property owners in Wellington have told ten- 
ants they will have to pay the increased amount. 
When office and retail space was at a premium at 
the height of the boom last year, tenants paid an 
increasing part of outgoings on property. But the 
tenants are objecting and have lobbied the govern- 
ment on the issue. Auckland’s revaluation comes 
up next year and its tenants are expected to revolt 
too. 

Whether tenants will shoulder the increased tax 
burden from the increased values was being de- 
bated at the time of writing. However, the issue 
generally does little to spur the property sector 
into a much-needed boost of confidence. 

A second tax trap has also arisen: the govern- 
ment proposed in December to remove all tax con- 
cessions On superannuation and life insurance 
policies. Fears are that the loss of tax breaks will 
result in a widespread withdrawal of contributor 
funds. Since the superannuation and life insurance 








vices has predicted that commercial property will fall in value 
by 20% in the next two years. 

New Zealand banks have closed their doors to the prop- 
erty sector, forcing developers to look to Australia for 
money. The banks and institutions, which helped fuel the 
boom by lending sometimes nearly half of their total borrow- 
ing funds to property companies, have become nervous. 
Some building packages, which developers consider blue- 
chip with the lowest possible degree of risk, have been shun- 
ned by New Zealand lenders this year. The Bank of New 
Zealand, Development Finance Corp. and NZI Banking 
Corp. have been cited by the sector as lenders who have 
turned their backs on property concerns. 

As a result, the Kiwi developers have gone to major Aus- 
tralian lenders, such as the State Bank of New South Wales, 
Standard Chartered Australia and Citibank of Sydney. Not 
only is money harder to obtain, but some tenants are post- 
poning moving into new premises. The financial service sec- 
tor, which flourished before the October crash, no longer has 
as much money nor new business to justify a major move to 
new offices. This group took nearly a quarter of Auckland's 
new central city buildings in the past four years, according to 
Jones Lang Wootton. 

The crash dimmed confidence in the future for a number 
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institutions have traditionally been the biggest 
property investors, the move sent them into a state of 
paralysis and many almost stopped buying commercial prop- 
erty overnight. The AMP Society, for example, has NZ$300 
million invested in Auckland’s Queen street alone. 

The institutions have been busy preparing submissions to 
object to the government’s proposal. Meanwhile, the prop- 
erty market has been left largely without its biggest players, 
putting much of the sector into limbo. 

Listed property company share prices are well down 
below their net asset backing, making them sitters for an easy 
takeover move. Some of the companies have their entire 
property portfolio up for sale in an attempt to survive. The 
much-predicted mergers and takeovers are taking place, For 
example, Kupe Group, which wants to build Auckland’s Brito- 
mart project, has been rescued by Brierley Investments and 
Euro-National Corp. Kupe, which was involved with Judge 
Corp., was one of the largest losers in the share market crash. 

New Zealand's property sector is facing some weighty 
problems. But it is somewhat reluctant to face up to its own 


inadequacies, preferring instead to blame the media and | __ 


commentators for a lack of confidence. The sector has dif- 
ficulties playing by the new set of rules which apply now as 
New Zealand turns into the downward spiral of the classic | 
boom-bust property cycle. i 
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THAILAND 
| Foreign interests 
face tighter 

investment rules 


By Paul Handley in Bangkok 


he herd of foreign investors staking out claims for new 
T 59 in Thailand sets out a promising future for the 

real estate sector. In pursuit of lower costs, for the high- 
yen burdened Japanese, or US generalised system of prefer- 
ences privileges, as with the Taiwanese, overseas manufac- 
turers have crowded into Bangkok in the past 18 months 
looking for plant sites and office space. Suburban Bangkok 
locations for industrial factories 
have doubled in cost as a result, 
but so far urban office and resi- 
dential space has remained 
stable. This phenomenon is not 
expected to last for long, as more 
of the foreign newcomers open 
for business. 

Thai laws requiring property 
to be held in a local name — a 
corporate property owner must 
be at least 51% Thai-held — have 
until recently dissuaded major 
property agents from establish- 
ing offices in Thailand. But in the 
first half of 1988, both First 
Pacific Davies and Richard Ellis 
set up Bangkok operations, con- 
fident that a real estate boom 
should follow the investors. 

For foreign real estate invest- 
ors themselves, though, the near 
future has a political question 
mark. Evidence has mounted, 
government officials say, that the 
power of speculative foreign 
money has exacerbated the price 
climbs in industrial property. 
Senior government officials have 
recently expressed a desire to 
halt the speculative activity, 
hiding behind nominally Thai 
shopfront companies completely 
controlled and financed by for- 
eigners. x ; xs 
On 26 April the cabinet took steps to ensure that foreign 
joint ventures investing in land are clearly controlled by 
Thais, and are not just fronts for illegal foreign investment. 
Also, for nearly a year the government has stalled a bill which 
would allow foreigners to own condominium units. Unoffi- 
cially the government turns a blind eye to the many foreign- 
ers who do own homes and condominium units through Thai 
friends. Now there is the distinct possibility that moves could 
be taken that woyld dim the attraction to overseas investors 
that local property — commercial, retail or residential — 
might have. 

Bangkok's construction companies have been going full- 
time to keep ahead of factory, office tower, apartment and 
retail project demand, one apparent reason for the stable 
rental rates for commercial and residential space. Interna- 
tional property agents Richard Ellis estimate that commer- 
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- cial rents averaging Baht 180-275 (US$7.17-10.96) m2, inclu- 
sive of service charges, have risen only. 7-10% in the past 
three years. This, the company says, should change in the 
next 18 months and rents are likely to inflate more quickly. 
First Pacific Davies is less bullish — itsaysthe diffusion of 
office building construction across the city, due to the lack of 
planning and zoning, has and will continue to contribute to 


| the low increase in rents. The company does suggest that the 


new burst of economic confidence and demand for office 
space could push the government to begin zoning a central 
business district of sorts. 

A Richard Ellis survey estimates there are around 100 of- 
fice buildings in metropolitan Bangkok, offering about 1.06 
million m?. The study puts occupancy at about 92%, with 
roughly 85,000 n? vacant. Two major areas of focus are 
becoming apparent: the three parallel roads of Silom, 
Surawong and Sathorn, sometimes called the banking and fi- 
nance district; and the Ploenchit-Rajprasong area, which is 
the focus of several recently built shopping centres as well as 
new office towers. 

The congestion of the Silom area is well known, and the 
possibility of widening roads is slim, but still there are plans 





DISTRIBUTION OF BANGKOK 
OFFICE SPACE BY LOCATION 


Sukhumvit/Asoke Road 
| Phaholyothin/Vibharadek-Rangsit Corridor 
ES Surrawong/Rama IV/Sathorn Roads 
| Phloenchit/Wireless/Phetburi Roads 





to build. The Charoen Pokphand group purchased a just 
under way construction site for a 
30-storey office tower to house its 
corporate headquarters, rather 
than choose à less-busy plot on 
the outskirts of town. Just a few 
hundred metres away, a consor- 
tium plans to build the Thaniya 
office tower on Soi Thaniya, a 
Silom sidestreet flecked with Ja- 
panese nightclubs. 

But much of the Surawong 
and Silom area is broken down 
into small plot holdings, accord- 
ing to Scott Morgan of Richard 
Ellis, and for future building 
more site assembly is needed, a 
difficult task. Land in the area 
currently runs around US$1,500 
m?, and is expected to go up by as 
much as 20% in the next two 
years. 

Sathorn, with a handful of 
new office towers and a number 
of foreign embassies in between, 
offers a better prospect, at least 
theoretically. What stops it from 
taking off are recent planning re- 
strictions which make it impossi- 
ble to build any more office to- 
wers along the road. There is 
some speculation that this might 
not be a permanent roadblock. 

The . Ploenchit-Rajprasong 
area is the new up-and-comer. 
Already the home for several 
major hotels, shopping centres and a couple of bank head- 
quarters, the area is the location for the future World Trade 
Centre Bangkok, a shopping/convention/office centre for 
which piles are just being driven. 

This does not mean that the area is any less congested, but 
the roads are generally wider, ready to support a greater 
combination of office and shopping blocks. On Rama I 
Road, the World Trade Centre in its first stage will offer a 
shopping centre podium, and anchor tenants are not far from 
signing. The podium should be completed by mid-1989, the 
developers say, after which the second stage, a 63-storey of- 
fice tower, will be constructed. The possibility of Japanese 
Government soft loans to the project, especially to an at- 
tached convention centre, is under discussion between 


Source: JLW Research, March 1988. s 
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Bangkok and Tokyo. 
Richard Ellis estimates that 60,000 m? of new space will be 
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ONE COMPANY IS STRONG ENOUGH TO SATISFY 


WELL INTO THE NEXT CENTURY. 
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ALCATEL ! 


You're only as good as the communications systems you use. That's why you should talk to a company that you can always rely on. 
A company that's always one step ahead. At Alcatel, we understand and share your ambitions. 
And, while we look towards the future, we never lose sight of your requirements for today. We'll listen. We'll adapt. We'll train your staff. 
In other words, you can't communicate with a better business partner. 





... Alcatel NV, Avenue Louise 480, B-1050 Brussels, Belgium. 
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The unforgettable experience 
of a total commitment to safety. 











At Mercedes-Benz one of our highest priorities is 
maximum passenger safety. 


We pioneered passive safety systems such as the rigid 
passenger compartment. We patented crumple-zones — 
energy-absorbing sections that fold progressively ina major 
impact. We pioneered ABS, the Anti-lock Braking System 
— an electronic control unit that gives you maximum braking 
power on any surface without loss of steering control. 


In fact, we have pioneered so many safety systems that 
the history of automotive safety is almost the history of 
Mercedes-Benz. 


Safety in milliseconds. 

In a major frontal impact, you need all the protection 
you can get. That's when the Mercedes-Benz S 
(Supplemental Restraint System) comes into play. 


A sensor triggers two airbags mounted in the steering- 
wheel hub and fhe dashboard, and activates the automatic 
seat-belt tensioners. The airbags deploy and the front seat- 
belts tighten in 12 milliseconds — faster than you can blink, 
or even think. 


Safety is a priority. 

Making safety a priority at every stage of the develop- 
ment of every idea has encouraged ergonomic design, the 
lanning of the car around the capabilities of the human 
dy; climate-controlled comfort that keeps you relaxed 

and alert even after hours at the wheel; and the sheer 
logic, intelligent design and unsurpassed quality of the 
ercedes-Benz marque. 
Inside a Mercedes-Benz you're as safe as you can 
possibly be on the road. Which is why driving one is such 
an unforgettable experience. 
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The unforgettable experier 
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The only bilingual 
Telephone Directory for 
China published 

semi-annually 


In order to maintain CPB’s accuracy and time- 
liness CPB is published twice each year, cover- 
ing Spring/Summer (available January ~ June) 
and Autumn/Winter, (available July — Decem- 
ber). 


Given the frequency with which changes take 
place in China amongst both the domestic and 
foreign business and banking communities, the 
semi-annual frequency of The China Phone 
Book guarantees its users the most up to date 
and accurate listings available anywhere, of the 
most important contacts in China. 


Our database is constantly updated to bring you 
the latest listings you need, when you need 
them. 


You can save 15% off the combined price by 
ordering both the current Autumn/Winter and 
the Spring/Summer editions now. Available in 
January '89 the Spring/Summer edition will be 
sent to you automatically the moment it becomes 
available if you order both now. 


Not only will you have the most up to date busi- 
ness listings in China at your fingertips . . . but 
you'll save money at the same time. 

1988/89 Editions* 


Autumn/Winter — July — December '88 
Spring/Summer — January —- June '89 





The China Phone Book Co. Ltd is a wholly owned 
subsidiary of Review Publishing Company Li- 
mited, Publisher of the Far Eastern Economic 
Review, Asia's leading publication. 


e Completely updated listings 
* Unique classified pages 
* Designed for maximum usefulness 
* Lists all foreign companies and joint ventures ™ 
* Useful selection of Chinese firms 
* Categorized by major industry groups 
* New compact page layout 
* Indexed for easy use 
* Good for travel or office reference 
e Names and addresses in both English and Chinese 






Designed for Maximum Usefulness 

This directory is a comprehensive listing from our own China database of all 
relevant companies in China of interest to the businessman or tourist. It is 
specifically intended to give you easy access to its contents through a well 
designed, computer generated classification and indexing system. Irrelevant — 
and unnecessary information has been eliminated to reduce bulk and allow 
you efficient access. 


The Classified Page Section 


The China Phone Book includes a Classified Page Section covering major cities 
in the PRC. Over fifty categories of listings are included to give you updated, 
accessible information on China services, accommodations, travel, etc. Class- 
ified listings include: 

* Airlines * Business Services 

* Hotels * Shipping Companies 


ORDER YOUR COPIES NOW! 


To: The China Phone Book Co Ltd, GPO Box 11581, Hong Kong 


* Computer Services 
* And many other business Categories 


Please rush me copy/copies of the China Phone Book as indicated: 


Name: 





{Please print in Block Letters) 
Company: neea erst eee = bata nina a) 
Address: ere 








Tel: 
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Price: Hong Kong: HK$375, Elsewhere: US$62 tinctusive of airmail postage. " 
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opened for occupancy this year, while First Pacific Davies 
puts it at a much higher 77,000 m2. After that, some 16,000 
m? might xg in 1989 and 42,000 m? in 1990. Richard Ellis 
estimates that demand could absorb 50,000 m? a year over 
the same period, indicating a tightening of availability and 
rents. 

There are some other sub-markets in the office space sec- 
tor, where a handful of buildings have sprung up away from 
the central area's congestion. Thai Farmers Bank, IBM and 
several major government ministries have relocated in recent 
years to the Phaholyothin corridor going northward from the 
city, for example, and the Lardprao area has drawn signi- 
ficant interest. But most in the sector think that central 
Bangkok is the place for the short- and mid-term future. “I 
think things are going to converge in the centre before they 
move out,” says Richard Ellis’ Scott Morgan. 

Bangkok's retail space has grown rapidly in recent years, 
and the World Trade Centre will add a large amount of sup- 
ply to an the already heavily supplied Ploenchit-Rajprasong 
district. Nevertheless, occupancy is high in the area and sales 
are good, supported by the city's swelling middle class. Ac- 
cording to Richard Ellis, the agent for the World Trade 
Centre, prime units in shopping centres are leased usually for 
30 years at about Baht 60,000 m?, paid in advance. Three- 
year leases get about Baht 800 m? a month. 


ness centres, other areas radiating out from the city 

have taken hold, as well: the Mall shopping centre 
group has done well with its stores several kilometres out on 
Ramkamhaeng Road; Central department store located at 
Lardprao, halfway between central Bangkok and the airport, 
is always busy; and a couple of new malls on the Thonburi 
side of the river, opposite Bangkok, are also doing well, 
though a third new centre on that side has yet to drum up 
much interest. The indications are that there are numerous 
possibilities outside the city centre as the population sprawls 
into the suburban rice paddies. 

Morgan of Richard Ellis says there are the beginnings of a 
trend toward Bangkok developers seeing commercial real es- 
tate as a tradable commodity, and this is supported by the 
ability of investor group Univest to sell off the uncompleted 
30-storey tower on Silom to Charoen Pokhpand. Office 
yields for investors are in double figures, Morgan says. He 
predicts less 30-year type leases and strata sales of retail and 
office space in the future, so that office properties with steady 
rental incomes can be traded, as they are in more advanced 
real estate markets in Asia. 

Hotels are another booming sector, with strong foreign 
investment involved. First Pacific Davies research indicates 
that the number of international standard hotel rooms will in- 
crease by about 23% by 1990, driven by the surge in tourist 
arrivals in the past year. The company predicts that if the 
6,000 additional rooms planned or under construction are 
completed, occupancy rates for tourist, first class and deluxe 
hotels will decline from 86% to 79% in 1990, and occupancy 
rates for all hotels will fall to 6796. 

Other investment targets in Thailand include Chiang 
Mai in the north, the second largest city in the country. 
Chiang Mai has yet to attract significant interest from 
industry, but that has not stopped property speculators 
driving up prices in the past year. The attraction of the city 
as a tourism, and even convention, destination has helped 
build it up. 

A bigger draw to investors has been the eastern sea- 
board, including the beach town of Pattaya. Beach homes 
and condominiums are springing up almost daily along 
the coast, as holiday homes for Bangkok residents and 
even as retirement homes for foreigners. The eastern 
seaboard is the focus of much of the new industrial invest- 
ment, too, and developers are snapping up land in anticipa- 
tion of the large need for housing and offices beginning in 
1990, especially near the industrial estates of Laem Chabang 
and Mab Ta Phut. oO 


D espite the focus of retail space on the two current busi- 
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TAIWAN 


Liquidity looks 
for a home... 
and finds one 


By Jonathan Moore in Taipei 


and investors were shocked on 22 March when only one 
L was entered in a government auction for a prime 
8,360-m* tract of land in the Hsinyi District of eastern 
Taipei. The price paid by the Shin Kuang group, NT$2.68 bil- 
lion (US$93.6 million), was well above the reserve set by the 
government, but property analysts believe it could well have 
been higher. What surprised the market was the uncertainty 
displayed by the several large real estate investors in the auc- 
tion which seemed to indicate that Taiwan's property boom 
of 1987 had come to an end. 

Fuelled by a rush grapeiative investment and rampant 
money Supply growth, Taiwan’s real estate market in 1987 
overcame the glut left by a recent building boom and leapt 
ahead by 50-100% . The cause was more a matter of too many 
dollars in the hands of Taiwan investors than actual demand 
for buildings, though the surging economy did its part by creat- 
ing demand for new office space and residential property. 

The growth of Taiwan’s trade surplus to US$19 billion last 
year was accompanied by money supply growth of nearly 
40% . Taiwan's growth of per capita income to US$4,600 was 
unmatched by growth in investment opportunities, and the 
savings rate remained abnormally high, at 42% . In addition, 
money poured in from overseas in the order of around NT$ 
10 billion to take advantage of the NT dollar's rise last year. 

The real estate market, along with the stockmarket, bene- 
fited heavily from the superliquidity as Taiwan investors 
looked for profitable uses for their money. Low prime bor- 
rowing rates of 6% or less made property purchases easy for 
home buyers and speculators alike. 

Also, Taiwan's property market has gained from the in- 
creases in the stockmáskel as investors would periodically 
take profits from stocks and put them into real estate to se- 
cure them. This was especially true during the stockmarket's 
42% drop in October, when investors abandoned the local 
bourse for the relative safety of property. 

Despite the building boom, however, vacancy rates have 
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slip ed from around 20% last year on average, to around 5- 
10%. The reason is that while demand has been absorbed 
somewhat by new buildings, economic liberalisation and eco- 


nomic growth of 11.5% attracted foreign businesses to set up | 


new offices. Also, new private units were taken up as new 
families with more money rushed to buy or rent and moved 
out of parents' homes before apartments became too expen- 
sive. 

Rising rental prices have hit foreign renters especially 
hard as they were compounded by a 24% rise in the NT dollar 
against the US dollar. The city's prime business locations on 
Tun Hwa North Rd and Min Sheng East Rd, are especially 
tight now, and occupants are paying US$15.87-19.05 a mi, 
based on an exchange rate of NT$28.64:US$1. 

In the early 1980s new city zoning laws that limited 
the floor area of buildings to about half the total caused 
a surge in development as builders rushed to get build- 





SOUTH KOREA 


Business boom 
causes hunger 
for space 


By Charles Lee in Seoul 


he year 1987 was an odd one for the South Korean 
T property market. As in politics, developments were 

surprising, swift and strange. Demand for office 
space swelled but rents hardly budged, land prices in some 
of the nation's hitherto ignored regions skyrocketed and 
the ever-growing riches of the normally cautious middle 
class sparked speculation in Seoul's apartment market. 

Demand for office space in Seoul now outstrips sup- 

ly, real estate agents say. Compared to 1986 when about 
30% of available space sat idle, about 85-90% is now oc- 
cupied. The figure approaches capacity when the normal turn- 
over rate is considered. “These days when an office building is 
built, companies snatch up every available space even before 
itis completed,” said a downtown agent. 

The reasons for the turnabout are threefold. First, the 
number of small- and medium-sized firms is increasing (rising 
61.5% in 1980-86). Second, riding on the crest of the surging 
stockmarket wave (the insulated Korean market was un- 
touched by the October crash), securities houses’ branch of- 
fices are springing up everywhere. Finally, the growing appe- 
tite for the automobile, once deemed a luxury, is creating a 
multiplying number of showrooms which are usually found on 
the ground levels of large office buildings. On a larger scale, 
though, these simply mirror Korea’s robust and confident econ- 
omy, and sources believe the market is bound to get hotter. 

The situation, sources say, will even weather the storm 
created by the continued boom in new construction. In 1987, 
a total of 6,879 commercial buildings were built in Seoul, 
some 60% more than the previous year, according to govern- 
ment records, and officials do not foresee any don tona in 
the near future. 

Most construcjion occurred along the outskirts of the city 
and south of the Han River, in Kangnam, as it is becoming 
more difficult to build in downtown. For example, a regula- 
tion requiring adequate pex space in new buildings now 
presents a big hurdle for builders in central Seoul. In fact, the 
city's redevelopment department is now playing a more 
prominent role in downtown, replacing 430 older buildings 
with new ones. 





















ings up before the rule took effect in their district. De- 
spite the supply problem that boom created, developers con- 
tinued to build, taking their cue instead from investor in- 
terest. 

The upsurge last year is generally marked by real estate 
agents and developers as having begun in February, when 
Cathay Life Insurance bought a site on Nanjing East Rd next 
to the China Airlines headquarters for about US$9,507 a m?, 
which at that time was the most ever paid for downtown real 
estate. Now Taipei's prime business sites regularly command 
dies of US$16,760 a m?. One analyst estimated that the site 

eing developed by the Hong Tai Construction Co. at Tun 
Hwa North Rd and Minsheng East Rd, is worth US$24,221 a 
m?. 

Nonetheless, while rental space citywide has become 
more difficult to find, analysts say prices have reached in- 
tolerable levels and should hold even in the next several 
months as the investor enthusiasm that drove the market for 
the main part of last year has abated. And, as home buyers 
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Housing project, Seoul: soaring prices. 
















Despite these trends, office rents remained about the 
same as in 1986, thanks mainly to a government rent control 
initiative in 1987 which recommended a rent increase ceiling 
of 5% a year. Still, prices are not cheap by any means. In 
downtown — the area most preferred by foreign companies 
— rents in top-class buildings average Won 13,000 
(US$17.45) a m? monthly plus a management fee of Won 
80,000 a month. In Kangnam, the average rate is Won 9,000 
along with a management fee of Won 50,000. An initial sec- 
urity deposit roughly equal to a year's rent adds to the bur- 
den. 

In the nation's land market, however, prices soared. Be- 
ginning in October, rampant speculation fuelled a swiftly ac- 
celerating price drive which pushed the nation's average land 
value by almost 15% for the year, the highest rise in four 
years, according to the local press. After rising 18.5% in 
1983, prices had remained relatively stable for the next three 
years, averaging a 9.296 annual increase. 

The upsurge, in the main, was touched off by the talk of 
more open trade with China and the simultaneous need to 
develop the west coast to facilitate it. During last year's pre- 
sidential campaign, President Roh Tae Woo pledged to pur- 
sue these goals, both as a Vidas policy initiative and as an at- 
tempt to woo the under-developed Cholla provinces, which 
were promised the bulk of infrastructure involved. As a re- 
sult, land near proposed development projects such as the 
Kunsan port and industrial complex in North Cholla and a 
similar enterprise at Asan in the South Chungchong pro- 
vince saw price increases of 29.2% and 16.3% respectively. 
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and office renters are resisting higher rents, developers are 
delaying building plans. 

Retail space is meeting the most resistance, real estate 
agents said, as skyrocketing rents — US$158.71 a m2 along 
the pepe commercial strip on Chung Hsiao East Rd, 
Sections 3 and 4 — are severely squeezing profitability, even 
of the upmarket foreign chain stores and restaurants that are 
arriving in full force now. 

An indication that buyer interest in residential property 
has flagged may be seen in the movement of the rate o pre- 
sales, which measures the rate of purchases within a 10-week 
period of their first offering on the market — before con- 
struction begins. The rate fell last year from a first quarter 
rate of 85% to 65% in the last quarter. A turning of the trade 
surplus and stabilisation of the NT dollar have helped by 
causing hot money to leave the country. 

Quality apartments in the Tienmu suburb north of Tai- 
pei, where the expatriate community is concentrated, 
cost US$12.70 a m? a month. On nearby Yangming- 








By contrast, land prices in Seoul rose a modest 6.396 last 
year. 


on speculators by declaring a three-year land deal permit 

system in six projected development areas covering a 
total of 653.2 km?. Under the system, land transactions in 
Sihwa area of Kyonggi province, the Asan port area, the 
Myongji-Noksan industrial base near Pusan, the Kunsan port 
area, the Taebul industrial base in South Cholla and Songso 
area in Taegu will need government approval. But analysts 
expect the land boom to continue this year, stimulated by 
ample liquidity from the current account surplus, the upcom- 
ing parliamentary elections, the Olympic Games and a likely 
rise in wages. Further, South Koreans traditionally regard 
real estate as the preferred investment, and few with money 
to invest will let a chance to reap huge profits get away. 

Although spared from land speculation, Seoul witnessed 
an equally hectic rise in the prices of apartments. Since the 
December election, prices have shot up 20-3096, varying 
with location. For example, in posh Kangnam, a 200-m? com- 
plex now costs some Won 30-50 million more (pushing up the 
total to Won 130-200 million) than it did a year ago. 

The reason for the phenomenon partly lies in the gener- 
ally speculative atmosphere in South Korea, but the primary 
cause is the basic shortage of supply. While the total number 
of new apartments being built in the city remained about the 
same in 1987 compared to 1986, the demand, in particular for 
better quality ones, jumped. For one, Seoul's growing mid- 


i n February, the government responded, clamping down 
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shan, houses can be rented for around US$16,000 and up. 
Taiwan’s hotel industry profited in 1987, as increasing 
numbers of business travellers filled a limited number of 
rooms. Occupancy rates went from 65% at end-1986 to 75% 
at end-1987. Occupancy rates were 83 to 85% for the first 
three months of 1988, according to the Taipei Tourism Hotel 
Association. Taipei's top tourist hotels have raised room 
rates an average of 46% to around NT$3,000 a night. 
Taiwan's two listed hotels, the Imperial and the Ambas- 
sador, both posted healthy after-tax profits in 1987. The Am- 
bassador, with hotels in Taipei and Kaohsiung, had net pro- 
fits of NT$260 million on revenues of NT$1.14 billion. The 
Imperial had profits of NT$24 million on NT$260 million of 
revenues. Some easing of the undersupply of rooms is ex- 
pected with the completion of three hotels now under con- 
struction — the first will be the Regent, with 548 new rooms, 
opening in December 1988. o 


dle class are attracted by the more modern heating and 
shower systems in apartments. Equally important, espe- 
cially for education-conscious Korean parents, is the fact 
that some of the best high schools in the country are in 
Kangnam — also home to the best apartments. 

In contrast to prices facing Koreans wanting to buy 
new homes in Seoul, 1987 rents for foreigners stayed vir- 
tually the same as in 1986. Real estate agents say rents 
now charged to foreigners. at Itaewon, ciu dong 
and Songbuk-dong, where many prefer to live, already 
approach the maximum. “Landlords know that no one 
will pay if rents go above present levels,” said one. For a 
200-m? apariment, foreigners can expect to pay about 
US$1,700-2,500 a month and for a top-quality house, 
about US$5-6,000a month. (Rentsarequotedin US dollars 
but paid in won, the amount of which depends on the pre- 
vailing exchange rate.) Rents, moreover, have to be paid 
in lumps: one to two years' worth in advance for apart- 
ments and two to three years' for houses. These are rates 
few South Koreans can afford to pay. They are also be- 
coming dearer for foreign tenants as landlords adjust 
prices in light of the appreciating won. 

The South Korean tenant, on the other hand, abides 
by a different system known as "chonsei." Under this, 
the tenant surrenders a sum approximately equivalent to 66- 
75% the purchase value of the dwelling to the landlord and 
owes nothing else. (The present top “chonsei” rate for a stan- 
dard one-year contract is Won 95 million in Akujong-dong.) 
The landlord then can do whatever he wants with the money — 
save it and collect interest or invest it elsewhere — but has to 
return it in its entirety to the tenant gS his departure. The 
tenant loses nothing except interest he could have earned, 
whereas foreigners renting property permanently surrender 
their rental fees. 

The distinction, though, was not contrived to take advan- 
tage of foreigners, according to Korean agents who fre- 
geny deal with them. Many, these agents say, shy away 

rom “chonsei,” even when the system is fully explained be- 
cause they distrust the enforcement of Korean contracts. 

There were no surprises for Seoul hoteliers in 1987. The 
average occupancy rate city-wide rose slightly from 73.8% in 
1986 to 74.5% . At the top six hotels (Chosun, Hilton, Hyatt, 
Lotte, Plaza and Shilla), the 1987 occupancy rate was 82.9% 
compared to 83.4% in 1986. 

o marked changes are expected this year, even with the 
Olympic Games in ener, hoteliers say. One reason is 
that autumn usually is the best time of the year for hotels any- 
way. The other is because at least six new top-class hotels are 
scheduled to open in Kangnam before the pos adding 
some 2,700 rooms to the existing 8,223. Hoteliers, however, 
do expect benefits from Korea's world-wide exposure during 
the games to register in their account books well after the 
Olympic flame is extinguished. o 
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Makati business area: new developments. 


PHILIPPINES 


Expected growth 


prompts 
building surge 


By Jose Galang in Manila 
he Philippine property sector is scaling new heights. 

i Sales prices and rents have risen sharply as the im- 
proved business environment of the past two years 
erased an earlier glut in commercial and executive-housing 
space that resulted from the economic slump of 1983-85. A 
good number of development projects are being either 
drafted or built in anticipation of continued economic growth. 

Office space has become scarce in most buildings along 
Ayala Avenue in the financial district, Makati, and im- 
mediate environs, compared to vacancy rates of 40-50% dur- 
ing the economic slowdown. Rents for commercial space in 
Makati have gone up to P100-125 (US$4.75-5.95) a m? a 
month, compared with about 280-90 in 1986 when the eco- 
nomic recovery was just starting. Sales prices have ap- 
proached P20,000 a m2, from about P15,000 in 1986. Rents 
and prices tend to be higher in the newer buildings. 

The present tightness in office space is expected to last 
until next year, a prolonged effect of a slump in building con- 
struction during the 1983-85 economic slowdown owing to 
then unfavourable business conditions (high interest rates, 
unstable exchange rate, and weak domestic demand) and po- 
litical uncertainties. The economy has recovered, showing 
growth rates of 1.5% in 1986 and 5.7% in 1987. Private in- 
vestments are taking an increasing share in the recovery. In 
Makati, the number of business licences has been growing by 
10% in the past few months. 

The improved climate has also pushed up accommodation 
costs for business executives. In Makati's Forbes Park, Das- 
marinas Village or Bel-Air (all near Ayala Avenue), housing 
rents for expatrigge executives now are in the neighbourhood 
of P40,000 a month, compared to P20-30,000 ^ ae ago. At 
Ayala Alabang, some 15-minute drive from the financial dis- 
trict, house rents hover around P20,000. Rents for con- 
dominium units vary widely, from P 18-45,000, depending on 
location and amenities. Many landlords usually demand ad- 
vance rents of up to one year. 

Some expatriates, however, seek comfort in the fact that 














Manila has an abundant and cheap supply of 
household help. Living in these higher-priced 
areas also helps avoid the perennial problems of 
traffic jams, flooding during the rainy season, and 
poor water supply that many other residents have 
to contend with. 

Sales prices of land for commercial and residen- 
tial purposes have doubled in some parts of Metro- 
Manila in the past two years. In Mandaluyong and 
Pasig, where many factories are located, commer- 
cial land is now sold at about P.3-4,000 a m2. Start- 
ing prices for houses at Forbes Park and Das- 
marinas Village are now close to P8 million, twice 
the amount quoted in 1985. Residential lots at the 
ritzy Corinthian Gardens close to the nearly-com- 
pleted Asian Development Bank (ADB) head- 
quarters sell at P5,200 a m?, compared to P1,500 
two years ago. The ADB head office itself, with its 
expatriate staff of some 1,800, continues to be a 
factor in the planning of property development 
projects. 

Real estate has again become attractive as an 
investment as yields on the stockmarket and on 
government securities climb down from record highs. In 
1987, as nominal interest rates went on a decline, bank lend- 
ing to real estate projects increased. At the end of the year, 
commercial banks' total loans outstanding to property deve- 
lopment projects rose by 3296, the second-largest leap after 
the 6476 increase in lending to manufacturing enterprises. 

More projects are going on-stream, especially after assu- 
rances from the monetary authorities that the peso would 
continue to get support in times of speculative pressure and 
that interest rates would reflect “accommodative” monetary 
p that would allow increases in mi ique levels without, 

owever, rekindling inflation. As yields on government sec- 
urities, which reached 45% in 1984-85 as the monetary au- 
thorities mopped up excess cash, remain low, funds should 
flow increasingly into other investments, including real es- 
tate. Interest on savings has also remained low, averaging 
4.05% last year. 

The renewed interest in property development is also il- 
lustrated by the 42% increase in the number of permits issued 
for residential construction in 1987, the first such increase in 
three years and the biggest growth rate since 1972. This was 
in step with the construction sector's 17.2% increase in gross 
value added last year, the biggest growth rate by any sector 
during the period and a reversal of the 20.696 decline in the 
preceding year. In the first two months of 1988, an average of 
11,770 units of subdivision lots and condominium and town- 
house flats entered the market monthly, the highest number 
posted since 1981. 


E of the newly implemented value-added tax 





(VAT) system on the building-construction trade have 

been largely favourable. Compared to widespread 
price increases in other industries, prices of construction ma- 
terials were either reduced or maintained at old rates as a re- 
sult of the VAT, which was implemented from 1 January 
1988 to simplify the old four-tiered sales tax system to either 
10% or 09b on gross revenues. Property developers are 
exempt from VAT when they work on projects they own, but 
are taxed when going into undertakings under contract for 
other owners. Industry leaders say this should further perk 
up construction activity. 

Among the major new projects, the proposed 43-storey 
Pacific Plaza being erected in Ayala Avenue by a group led 
by a local subsidiary of First Pacific Group of Hongkong has 
been getting the most interest. The project, the tallest struc- 
ture in the country when completed, is located in a 4,280-m? 
area sandwiched by two luxury residential condominium 
buildings, Ritz Towers and Twin Towers (both 25 storeys). It 
is expected to cost some P700 million. Prices are in the P5.5- 
6.2 million range, which should give the project gross rev- 
enues of more than P910 million. 
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Pacific Plaza is a joint venture between Pacific Plaza 
Holdings Inc., the real estate subsidiary in the Philippines of 
the Hongkong-based conglomerate (also known for its ties to 
Lim Sioe mea y group of Indonesia), and a group of Filipino 
contractors and engineers. The new group is also planning to 
invest in condominium projects in other key commercial 
centres in the country aimed primarily for middle-income 
households. 

Another major project, the 28-storey Pacific Star on the 
corner of Makati Avenue and Gil Puyat (Buendia) Avenue, 
is nearly complete. The building will be mostly occupied by 
the embassy of Nauru and its national airline and shipping 
agency, and by Philippine Phosphate Fertiliser Corp., a 
joint venture between Nauru and the Philippine Govern- 
ment. The remainder of the units will be available for 
letting. 

Several major undertakings are planned in areas sur- 
rounding the ADB headquarters, which the bank’s staff may 
start occupying late this year. The transfer from the bank’s 
present head office in Roxas Boulevard along Manila Bay 
will be completed next year. Philippine Realty and Holdings 
ee (Philrealty), for instance, is completing before the end 

f 1988 the first phase of Alexandra Condominium, a cluster 
of three residential buildings that will form part of Phil- 
realty’s planned residential-commercial complex of 11 high- 
rise structures targeted for completion by 1990. 

Two major commercial centres are being planned to flank 
the ADB building along E. delos Santos Avenue (Edsa). 
These are: Robinson-Galleria, which will feature a 40-storey 
office-residential condominium and a hotel on the corner of 
Ortigas Avenue and Edsa, and Eastgate, which will include 
two shopping malls on the corner of Shaw Boulevard and 
Edsa. Robinson-Galleria is owned by businessman John 
Gokongwei, while Eastgate is being put up by Shangrila 
Properties Inc., jointly owned by Philrealty, the Ramos fam- 
ily of National Book Store chain, and the Hongkong-based 
Pecanola Holdings Ltd of Malaysia. 

In Makati's commercial centre, a new shopping complex, 
Landmark, is almost ready for inauguration. The complex 
will house a department store, a supermarket and a fastfood 
area in its six-storey building in Makati Avenue. Landmark is 
owned by a group led by Antonio Cojuangco, president of 
Philippine Long Distance Telephone Co., and Teddy Keng, 
head of Anson Trade Centre (which is also located near 
Landmark). Landmark projects revenues of some P.800 mil- 
lion for its first year, rising to about P 1.5 billion by its third 
year. 

Henry Sy, well known for his successful ShoeMart chain 
of shopping centres, is also said to be planning another 
ShoeMart mall near the ADB area and one in Cebu City. Sy 
recently won in a controversial bidding Baguio City's Pines 
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INDIA 


Freeze on sales 
as the 
taxman cometh 


By Lincoln Kaye in Bombay 


lack money — the illegal cash hoard of Indian tax 
B evaders — has deserted premium real estate markets 

now that a new law allows taxmen to pre-empt alleged- 
ly under-valued property sales. The result has been not so 
much a crash as a freeze in the property markets of Bombay, 
New Delhi, Calcutta and Madras. Prices stagnated and vol- 
ume flagged in the market for luxury flats and offices. 
Speculators turned their attention elsewhere: to suburbs and 
satellite towns, secondary cities and resorts. 

More property deals were transacted for “visible” cheque 
payments, rather than under-the-table cash. Bombay prop- 
erty broker Rajesh Mehta reports that more than 80% of 
sales are now settled by cheque. Just a year ago it was 60% or 
less, 

Long-dormant rental markets revived, modestly. Foreign 
buyers and tenants were much sought-after, since cheque 
payments do not faze them and they are less likely to squat in- 
definitely under rent control laws. But foreigners were in 
short supply in Bombay, as oil exploration and service con- 
tracts wound up and diplomatic missions scaled down, ac- 
cording to broker Mehta. Those few who did broach the 
property market in 1987 got good bargains, he reports. 

evelopers hope to go back to their old rackets if only 
they can stonewall the government long enough to make im- 
lementation of the new law prohibitively costly. Under the 
aw, section 37-i of the tax code, all property sales over Rs 1 
million (US$66,650) in the four major cities must be regis- 
tered 90 days before actual transfer can take place. If the de- 
clared compensation looks suspiciously low, income tax au- 
thorities can step in and take over the property at the stated 
price. 

But, even at bargain prices, there is a limit to how much 
real estate the government can carry on its books. The tax- 
men must be able to auction off the seized properties, both 
for cash flow reasons and to bring to light true underlying 





Hotel which he plans to develop into a modern 
commercial-residential complex. Results of the 
bidding for Pines, which was destroyed by a fire in 
1984, are being contested by Gokongwei, who says 
he had offered a higher price. 

Meanwhile, no major hotel project is being 
planned, except the one for the Robinson-Galleria 
near the ADB. There remains a glut of hotel 
rooms in Metro-Manila, dating to 1976 and that 
year's joint meetings in Manila of the World Bank 
and IMF. In 1987 the hotels had an overall occu- 
pancy rate of 67%, an increase of 10 percentage 
points from 1986, as tourist arrivals grew by 1.496. 
Most of the hotels have undertaken renovation 
projects. 

Manila Hilton has been sold by former local 
owners Delbros Hotel Corp. to London firm, Ace- 
site Ltd, a subsidiary of Pratt International of Aus- 
tralia. A number of hotels in Manila are being pre- 
pared for privatisation by several government 
agencies that financed their construction in 1976 
and acquired control after owners failed to meet 
obligations because of the slow tourist traffic. — El 
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market values — the point of the exercise in the first place. | 

In this they have been effectively stymied by developers, 
who collude to supress bidding at the government's property | 
auctions in line with the original, understated price tags. In 
Madras, where developers are less entrenched, they have 
broken ranks at a couple of auctions. But in Bombay — by far 
the hottest real estate casino in India — the cartel held firm 
through early March, though property market sources re- 
ported it showed signs of weakening. 

So far, taxmen have challenged 64 out of more than 3,000 
property sales in the million-rupee-plus bracket that have 
come up in Bombay since passage of section 37-i. The gov- 
ernment has acquired Rs 100 million worth of property and 
six properties have been auctioned for a total of Rs 45 mil- 
lion — reportedly 60% more than the taxmen paid for 
them. 

Legal challenges have been mounted to the new law on 
the grounds that it abrogates a seller's right to choose his own 









buyer, theoretically subjecting even intra-family property 
transfers to government veto. Given the backlog of Indian 


An unexpected beneficiary of section 37-i has been New 
Bombay, a purpose-built city across the bay from the old 
port. By decanting offices and industry from old Bombay, 
urban planners like noted architect Charles Correa hoped to 
relieve downtown congestion. But that very congestion spell- 
ed windfall profits for developers, who long remained ambi- 
valent towards New Bombay asa risky proposition that could 
succeed only at the expense of their mainline business. 

With the downtown Bombay market in a coma, however, 
€—— are giving New Bombay a second look. Ground- 
floor shop space there is going for nearly Rs 1,500 a ft? , more 
than triple what it could command just a couple of years ago. 
Industrial space allotments there are now tied up in litiga- 
tion, as government agencies have second thoughts about 
having let them go so cheaply in the early 1980s. 

It remains to be seen, though, whether all this real estate 
speculation means that New Bombay has reached critical 
density as an economically viable city. For that to happen, 
major industries and — especially — state government de- 
ehe e will have to shift there from Bombay, which they 

ave so far resisted. 
If hapless consumers found themselves a little bit less at 





courts, however, few property players see an early 
resolution of this issue. 

Instead, according to economist Nasser Mun- 
jee of the Housing Development and Finance 
Corp. (HDFC), the action has shifted to areas not 
covered by section 37-i: low ticket middle-income 
housing units, usually a long commute from the 
city centre. The tempo of property development 
and speculation also picked up in provincial towns 
like Pune and Bhopal. Bangalore's earlier flurry of 
building activity began to taper off, while the as- 
piring high-technology enclave of Hyderabad re- 
mains poised for a boom. So does the east coast 
port of Vizag, which is rapidly industrialising. 

In addition to executives of up-and-coming 
business ventures, these out-station developments 
are aimed at two other increasingly important 
market segments: non-resident Indians and re- 
tirees seeking a home in the more climatically 
agreeable parts of their native states. 
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Oversupply sees 
stagnation 
in development 


By Michael Vatikiotis in Jakarta 


he Jakarta office market, with a total supply of 
Tes m? in December 1987, remains oversupplied. 

Latest figures show a vacancy of 112,000 m?, or 13% of 
total supply, though the average occupancy rate of prime 
office buildings towards the end of 1987 was 89%. With 
monthly rents now as low as US$7 a m?, development has 
come to a virtual standstill, with only 80,000 m? of new prime 
office accommodation completed in 1987. 





Local property agents see little hope of a market upturn. 
“Until there is Substantial and sustained recovery in the 
world oil and commodity markets, the present low rate of 
growth is likely to continue,” say Richard Ellis, one of the 
two foreign property consultants in Jakarta. However, with 
the finite supply of office space available, the consensus is 
that the vacancy rate will fall below 10% and rents will slowly 
increase. 





76 





The investment market has been slow to emerge in 
Jakarta. The only substantial sale of a prime office building in 
1987 was the 26,000 m? Wisma Antara, sold for US$18 mil- 
lion. Yields for prime office buildings range between 12- 
14%. Sources say that owners are reluctant to openly place 
their property on the market, and most sales in 1987 were 
conducted offshore. The absence of speculators and invest- 
ors has meant there is no liquidity in the property market, se- 
verely hampering the growth of an investment market in 
property. 

Meanwhile, new government buildings continue to go up 
in the areas now designated for the concentration of govern- 
ment offices in Kuningan, Central Jakarta and near Pasar 
Minggu in South Jakarta. This has reinforced the shift away 
from the traditional downtown district around Jalan Tham- 
rin, further south where more land is available. 

While the banks remain reluctant to back commercial 
property development, shopping centres are proving an ex- 
ception. The domination of the retail sector in Jakarta by 
traditional shophouses and markets has meant that new 
shopping centre developments on the scale of those already 
completed in Medan, Surabaya, Bandung and Bogor, have 
yet to reach Jakarta. All this is about to change. 

Jakarta now has only two international quality shopping 
centres, Ratu Plaza and Gadja Madah Plaza. The completion 
of at least seven major projects by the early 1990s will in- 
crease the amount of retail space available in Jakarta from 
111,300 m? today to 186,000 m2. The largest development, 
Plaza Indonesia, will incorporate a hotel managed by the 
Hyatt chain. Plaza Indonesia, situated on a prime site oppo- 
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the mercy of racketeering developers in 1987, the shift was - 
only marginal and transitory. The underlying cause of prop- 
erty speculation remained untouched: the “administered 
scarcity” of real estate under land ceiling acts in virtually all 
Indian cities. These laws essentially freeze the land bank by 
earmarking most urban property for state construction of 
low-cost housing — a project that the government is a long 
way, administratively or financially, from being able to un- 
dertake on a mass scale. . 

Getting land selectively released back into the property 
market then becomes a matter of a developer's political clout 
and ability to bribe. Established developers have influence 
networks built up over the years, which allow them to fend 
off upstart competitors, forestall reform of land ceiling laws 
and charge premium prices. Black money may have added 
fuel to the speculative fire, but it was hardly the igniting 
spark. Nor will the market simmer down to affordability until 
the artificial land shortages are alleviated, which will not be 
soon since they benefit powerful interest groups. 

Despite nearly a decade of studying India's property mar- 
| kets, HDFC's Munjee is still staggered by the cynicism of its 
legal underpinnings: “If your object is to house the poor, how 
in the world are you going to do it by taking land off the mar- 
ket?" As he sees it, the urban land ceiling act not only inflates 
the prices of upscale offices and flats, but also keeps even the 
simplest housing out of reach for most low-to-middle income 
urbanites. 

Not that beefing up the supply side of the market equation 
will necessarily moderate prices for long, at least if the experi- 
ence of the hotel sector offers any guide. Five-star facilities 
have been chronically short in Bombay (which used to have 
three such) and Calcutta (which had just one). Each city added 
a new five-star hotel this year, but old and new entrants alike 
continued to charge well upwards of Rs 900 a night. 

Even more puzzling, the same rates prevailed in New 
Delhi, which had been suffering a hotel glut — with con- 
comitant rate-cutting — since the construction boom of the 
early 1980s. But the steady influx of lobbyists seeking favours 
from the central government has finally caught up with the 
hotel-room surplus. Now, visiting businessmen and tourists 
find themselves hard-pressed to get reservations, let alone 
discounts. a 
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site the famed Hotel Indonesia, is being financed on what are 
| described as very favourable terms by the Bank Dagang Ne- 
gara and is partly owned by a company controlled by Presi- 
dent Suharto's family. 

The Blok M Plaza development is due to be opened in late 
1989 and is said to be 10-15% pre-rented. It is being built by a 
commercial consortium with money from Citibank. Rents 
are US$45-50 a m? monthly for a five-year lease with pay- 
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ment over two years. According to consultants Richard Ellis, 
"there is definitely underlying demand for retail space in 
Jakarta." Other new shopping complex projects will include 
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SINGAPORE 


Doubts linger 
over a 
mixed market 


By Ellen Salem 
ingapore's property market appears to have been pro- 
pelled out of the doldrums by a surge in economic 
growth and increasing numbers of tourists. However; 

analysts are uncertain if the momentum achieved to date is 

sufficient to sustain the recovery should the economy slow 
down later this year, as many are predicting. 

In particular, some property advisers, such as Debenham 
Tewson & Chinnocks, question the possible dampening ef- 
fect on demand that might result from Singapore's loss of US 
generalised system of preferences benefits. Others, such as 
Richard Ellis, are far more optimistic and see the Singapore 
property market as poised for strong growth. 

Occupancy rates and the real estate price index seem to 
support the bullish view. In the private residential sector, 
the occupancy rate rose from 80% in the first quarter of 
1987 to 90% by year-end. Occupancy of shopping centres 
also rose, from 81% in the first half of 1987: to. 8596. by 
year-end. At the same time, the supply of shopping centre 
floor space fell by 1.5%. Conversely, supply of residentia 
space grew by 2.4%, and the supply of office space rose 
by 3.876. 

These rising occupancy rates are reflected in the proper- 
ty price index. From a low of 81 points in the second quar- 
ter of 1986, the index reached 107 by the third quarter of 
1987. 

The hotel sector, which was particularly hard hit in the 








the Pondok Indah centre owned by Liem Sioe | 
Long's Metropolitan Group, the Menteng Plaza, 
Thamrin Plaza, The Istana Pasar Baru, and the 
Blok M Bus Terminal development project. 

Plans are also under way to build a hotel and 
shopping centre on a 22-ha site behind the 
Senayan sports complex in Central Jakarta. The 
project is a joint venture with the government. On 
a lesser scale, the P. T. Hero supermarket chain 
has continued to expand throughout Jakarta with 
new branches in Cilandak, Jalan Gatot Subroto 
and Blok M. 

The hotel market is on the verge of the first |. 
major development for four years. With the con- | 
struction of at least four four- and five-star hotels 
under way or planned, it is expected that another 
2,030 rooms will come on to the market by 1992, 
adding to the present 4,721. Occupancy rates in 
Jakarta have climbed from the 1986 low of below 70% 
to 70-75% . The newly refurbished Hyatt Aryaduta was open- 
ed in mid-1987. There are also plans to renovate the Japanese- 
owned President Hotel and extend the Sahid Jaya hotel. 

In real terms, the value of industrial property has dropped | 
20% in the past three years. There is now enly one commer- 
cial estate for lease — the Cilandak Commercial Estate — 
which has no available space. Analysts say the situation is 
bleak, since many new investors have to come in and buy 
property straight away where a lease might be a more attrac- 
tive proposition. The Pulau Gedung Estate has space availa- 
ble for purchase at Rps 75,000 (US$45.18) a m?. u 
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past several years, shows signs of recovery. Overall occu- 
pancy rates for 1987 stood at about 69% , up 6.3% over 1986. 
At the same time, visitor arrivals increased 15.396 over the 
previous year while the supply of rooms in gazetted hotels in- 
creased by 6.196. 

Nonetheless, bargain rates are still available for some. 
According to the Business Times, the Westin has offered 
Qantas room rates of S$45 (US$22.50) a night for airline 
crew. The contract is expected to bring in more than S$2 mil- 
lion a year in room tariffs and food and drink bills. Unless vis- 
itor arrival rates increase appreciably, competing hotels may 
rue their decision not to line up a sure source of steady rev- 
enue. Four new hotels are scheduled to open in 1988) add- 
ing 1,178 rooms to a market that is just beginning to re- 
cover. 

In late 1986, the government allocated S$1 billion for a 
five-year tourist development plan (1986-90). The aims of 
the programme are to increase the number of visitors, the 
length of their stay and average expenditure. A major strate- 
gy is to develop attractions based on five major themes: the 
Exotic East, the Colonial Heritage, the Tropical Island Re- 
sort, the Clean and Green Garden City and International 
Sporting Events. It remains to be seen whether these coming 
. attractions. will change Singa- 
pore's image from clean but dull 
to clean and fun. 

While there are still some 
fears that supply may more than 
meet demand in the hotel sector, 
such is not the case in the prop- 
erty investment market. There is 
a shortage of prime, well de- 
veloped commercial office build- 
ings for sale. But the demand is 
there, particularly in the Raffles 
Place and Collier Quay areas. 
Transactions there are running 
about S$55.75 m?. The market 
should get more active during the 
next five years when approxi- 
mately 166,075 m? of prime space 
are added when projects such as 
UOB Plaza, Republic Plaza, 
Rubber House and Winchester 
House are completed. 

Prospective buyers mainly are owner-occupiers and 
overseas investors looking for medium- to long-term 
growth in a stable environment. Indeed, return on prop- 
erty investments compared to Hongkong is not attrac- 
tive. In Hongkong, investors can get a double digit return, 
ae Singapore, most must be content with returns of 
2-396. 





the star performer. For example, rents for prime 

Ochard Road locations have shot up over the past 18 
months from $$163.60 m? to $$254.50 m2. At the same time, 
capital values are increasing and now range from S$18-27,000 
m? depending on location. 

But these jumps in rental/capital prices are deceptive. 
Rather, the opening of the Mass Rapid Transit (MRT) — 
about a third of the system came into operation at the end of 
1987 — has begun to create an elite class of properties. Ac- 
cording to the Real Estate Developers' Association of Singa- 
pore, when the market is bullish, all properties, be they near 
or far from the MRT, will go up. But when the market stag- 
nates, the prices of properties near an MRT station are likely 
to go up. 

The MRT has not been in operation long enough to test 
this theory, but it has affected property values in its short 
period of operation. For example, the Maxwell/Anson re- 
gion has long been considered a less than prime area near the 


O ver the last year, the retail shopping sector has been 





docks. The combination of new buildings, including the 
Monetary Authority of Singapore and Treasury buildings 
and an MRT station have increased rents considerably. For 
example, International Plaza, which was renovated about 
two years ago, now has a 99% occupancy rate for its offices 
and a full house for its apartments. Rents are now $$27 m?, 
compared to about S$19 a year ago. 

Overall, however, capital values of retail space have not 
increased very much, if at all. Rather, values have moved 
from one part of Singapore to another and are concen- 
trated in certain retail centres in the area of MRT sta- 
tions. 

Yet another spotty increase in rents is seen in apartments. 
Singapore's economic rebound has been accompanied by an 
increased inflow of expatriates, most of them American and 
European senior and middle level managers. The result: 
rents in some prime residential areas have increased by 10- 
20% . In June-December 1987, the gross rent for apartments 
in districts nine, 10 and 11 was about S$10.45 m2, up from S$9 
m? in the same period of 1986. The demand has been greatest 
for flats in the $$4-7,000 range. 

An even greater jump in prices has occurred in con- 
dominiums in areas favoured by Japanese. Rates for these 
flats, which fall in the $$2,500-3.000 range have gone up by 
about 20-25% in the past year. While an increased influx of 


SUPPLY OF HOTEL ROOMS, OCCUPANCY 
AND TARIFFS, 1978-87 


REVIEWTABLE by Barny Lee 


expatriates has been responsible for this surge in prices, the 
supply of luxury flats has remained constant over the past 
two years — a reaction to the glut of rental property in 
1985-86. 

In general, the residential property market continued its 
slow rebound after hitting rock bottom in April 1986. How- 
ever, the rebound was halted by Black Monday. While the 
market was on its upturn, however, condominium units, 
which accounted for about 80% of all types of housing on the 
market, registered the lowest increase in price — 13% for the 
second quarter of 1987 over the same period in 1986. On the 
other hand, increases for all types of housing stood at 24.7%. 
According to the Straits Times, property consultants be- 
lieve that there has been a decline of 5-10% in prices 
of condominiums since the October crash and that, for the 
present at least, people are adopting a wait and see at- 
titude. 

Singapore's banks are doing their utmost to persuade po- 
tential buyers to change their conservative stance. Low in- 
terest loans and other sweeteners are now available to first- 
time home buyers (REVIEW, 5 May). The latest discount of- 
fered in the battle for the home financing market is United 
Overseas Bank's 4.5% in the first year of a mortgage. It has 
also cut other rates to match those offered by the Develop- 
ment Bank of Singapore, which now stand at 5.5% for aloan 
of up to five years, 5.8% for loans of five to 10 years, and 
5.976 for 11-30-year loans. O 
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100,000 


That’s Forty Million U.S. Dollars! 


THE NEW YORK LOTTERY 
Pick Your Own Numbers Play Lotto 6/54 


Strike it Rich in America’s Biggest Lottery 


Millions of U.S. Dollars are won regularly playing the World Famous New York Lottery. In fact, the New York Lottery has 
AWARDED BILLIONS OF DOLLARS to people who have won — including it's biggest Jackpot of U.S. $41,000,000. Imagine 
all the things you could do and enjoy with $41,000,000. Every year, people from all over the world go to New York just to play 
the New York Lottery. Now, you too can play the World's Greatest Lottery and win a MULTI-MILLION DOLLAR JACKPOT. 


Playing Lotto 6/54 is Easy 


Lotto is the World’s most popular form of lottery. The Official 
New York version is called Lotto 6/54 and is FULLY BACKED BY 
THE GOVERNMENT. Each week two draws are held in public — 
under strict supervision in New York. Lotto 6/54 is easy to play. You 

“pick your own number by selecting any 6 of 54 possible numbers 

from 1 to 54. It's that simple. The numbers you select are entered in 
the Lotto 6/54 Computer System and if they match the same num- 
bers in the draw - YOU WIN THE JACKPOT. Even if you didn't 
Select all six numbers, you could still be a winner! If you have only 
3, plus a supplementary number or 4, or 5 numbers correct, you win 
one of the thousands of other prizes. 


Here's How You Can Play 

All you have to do to play the World Famous New York Lottery 
is to complete the order form and send it to United States Interna- 
tional Marketing's world wide processing center, along with your 
payment. You can play 2, 4 or 6 games for 15, 26, or 52 weeks. 
REMEMBER, EACH ADDITIONAL WEEKLY GAME YOU PLAY 
INCREASES YOUR CHANCE TO WIN THE JACKPOT. Once 
your completed order form and payment is received; your number 
will automatically be entered in the computer system and you will 
receive an "Official Entry Confirmation" by retur mail. Your “Offi- 
cial Entry Confirmation" will indicate the numbers you selected. 


Subscribe Now! Think what a jackpot 


of $40,000,000 could mean to you — 
You must play to win. 


Fast Service 


Your subscriptions are sent to our express address located 


right in Amsterdam's World Famous Schiphol Airport. From there, 
your subscriptions are immediately sent by our special air-courier 
to New York. THIS ENABLES US TO PROCESS YOUR SUB- 
SCRIPTIONS FROM. ANY LOCATION WORLDWIDE IN THE 
SHORTEST POSSIBLE TIME. 


You Will Be Notified Immediately When 
You Win 


United States International Marketing will immediately notify 
you when you win any prize of $1,000 or more. In addition, vou 
receive a complete list of winning numbers after every tenth draw 
so that you can carefully check how you are doing, YOUR PRIZE 
MONEY WILL BE CONFIDENTIALLY PAID DIRECTLY TO YOU 
ANYWHERE IN. THE WORLD. Upon expiration of your subscríp- 
tion you will receive a final itemized statement of your winnings. 


United States international Marketing Direct Telex to 


P.O. Box 7525 New York, U.S.A. 

1118 ZG Schiphol Centrum ITT Telex 4976556 

The Netherlands Answerback: Jackpot 
CIRCLE YOUR NUMBERS 


CIRCLE SIX NUMBERS FROM 1-54 IN EACH GAME YOU WISH TO PLAY 





PICK YOUR PLAN ~ Check only one box below next to 
the option of your choice. ALL PRICES IN U.S. FUNDS 
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COMPAQ ine computers offer far more than 
advanced, high-speed microprocessors. Each offers a 
combination of innovative features which work with 
the IPIE to maximize overall system performance. 
So there's nothing to slow you down. 

Take system architecture, for example. The 
COMPAQ DESKPRO 386/20 and COMPAQ PORTABLE 
386 are built around an advanced 32-bit concurrent bus 
architecture which exploits the speed of the computers' 
20-MHz 80386 microprocessors. Two buses — one for 
memory andonefor peripherals — eliminate information 
bottlenecks, allowing each component to run at its 
maximum speed. This ensures the highest system 
performance without sacrificing compatibility with 
industry-standard hardware and the world's largest 
library of business productivity software. 
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Similar performance enhancementsare engineered 
into each subsystem of every COMPAQ personal 
computer. Each component is then optimized individually, 
yet designed to work as part of the total system. 

For instance, COMPAO Fixed Disk Drives deliver 
both high capacity and high performance. You can install 
up to a 300-megabyte fixed disk drive in the COMPAQ 
DESKPRO 386/20 and up to a 100-megabyte drive in the 
COMPAQ PORTABLE 386. More importantly, you can 
get to that data almost instantly thanks to some of the 
industry's fastest access times — averaging less than 30 
milliseconds. When you combine this speed and capacity 
with disk caching, the result is the highest- performance 
storage subsystem in the industry. To take it one step 
further, Compag helps you protect that data with internal 
high-speed fixed disk drive tape backup systems. —— 


“Based on an independent study of major brands. COMPAQ”, COMPAQ DESKPRO 386° and COMPAQ DESKPRO 286° are registered trademarks of Compaq Computer Corporation. 
*Registered U.S. Patent and Trademark Office. COMPAQ DESKPRO 386/20™ COMPAQ PORTABLE 386™ and COMPAQ PORTABLE III'M are trademarks of Compag Computer Corporation. 





* HONG KONG, Microware USA Ltd., Phone: 5-471289, Telex: 89586 * INDONESIA, EMKOM, Jakarta, Phone: 21-6000078/85, Telex: 63651 
* MALAYSIA, Microcomputer Centre, Kuala Lumpur, Phone: 03-7188332, Telex: 37830; Penang, Phone: 04372362; Ipoh, Phone: 05-507317 
* PAKISTAN, Computer Graphics & Systems, Lahore, Phone: 042-871546, Telex: 47001; Karachi, Phone: 021-440368, Telex: 23902; Islamabad, 
Phone: 051-811735, Telex: 54002 « PEOPLE'S REPUBLIC OF CHINA, Computerland China, Beijing, Phone: 5128330, Telex: 211161: Computerport, 
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Another graphic example of Compaq total system 
performance comes from the COMPAQ Video Graphics 
System. This system supplies VGA graphics with high- 
resolution COMPAQ Color and Monochrome Monitors 
along with speed enhancements from the COMPAQ 
Video Graphics Controller Board. When the board is 
used in a 16-bit slot, it makes screen updating 50% faster 
than the IBM® PS/2™ Video Graphics Array and other 
comparably equipped systems. 

Uncommon pe innovations like these 
are common to all COMPAQ desktop and portable 
personal computers. That's clearly why each one is the 
best in its class, and why together, they represent the 
most powerful line of personal computers in the world. 


And unsurpassed satisfaction ratings from computer 
users.* 

Any computer can use a fast microprocessor. But it 
takes high-performance subsystems surrounding the: 
processor to achieve the highest system performance — 
in the world. The kind achieved by Compaq. "E 

For more information about Compaq personal 
computers in Asia, see the list below. 
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It simply works better 











That's also why eu consistently earns the highest 


performance and quality ratings from computer experts. AEA (8) pt 


IBM" is a registered trademark and [BM PS/2'M is a trademark of International Business Machines Corporation. Intel* is a registered trademark of Intel Corporation. ©1988 Compag Computer 
Corporation: All rights reserved. 
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Japan’s super dry girl, 
you've come a long way baby 


By Kaori Enjoji in Tokyo 


W omen magazine readers through- 
out Japan are being wooed this 
spring. No fewer than eight new period- 
icals — all but one a monthly — will be 
in circulation by the end of May, and all 
are aimed at women. Several more are 
on the drawing board. 

In targeting specific age groups and 
lifestyles, these publications represent 
a new trend in Japanese women's 
magazines. Until now, most magazines 
in this genre have been fashion-oriented 
and aimed at no particular group — re- 
flecting, perhaps, the longstanding pre- 
dictability of the life of a Japanese 
woman in this highly structured society. 

But things are changing and these 
magazines are one glossy sign. Each in 
its own way, the new magazines are de- 
vising means to meet the changing 
needs and values of Japanese women. 
Yet, whether these magazines will last is 
just as unclear as how far-reaching 
changes for women will be in Japan. 

Not surprisingly, the contents of the 
new crop of magazines are as varied as 
the lives of the women at which they are 
aimed. The less ambitious among them 
are intended to appeal to Japan's vast 
corps of office ladies, or OLs, as they 
are almost universally known here. OLs 
are women in their 20s who are more or 
less following a long Japanese tradition 
of filling in the few years that separate 
school graduation and marriage. 





Sheila Johnson: stuck with the negatives. 
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Others reflect the potentially pro- 
found changes taking place in the lives 
of Japanese women. Although few in 
number, there is an unmistakable trend 
towards women taking their place on 
the Japanese corporate ladder for the 
first time. More broadly, women are en- 
tering the general workforce in greater 
numbers than ever before. 

"Japanese women are gradually be- 
coming more active and free, but they 
don't know what to do with their new- 
ly acquired freedom," says Michiko 

kawa, the managing editor of Peach, a 
monthly that anticipated the current 
trend when it began publishing two 
months ago. “We want to help by giving 
women more information on how to 
have fun." 

Indeed, the central concept behind 
the publication of Peach, which has 
gained a "so-so" circulation, according 
to Okawa, is asobision, a word created 
from the Japanese verb asobu (to play) 
and the English noun vision. 

Guides to restaurants and various 
forms of entertainment fill a large part 
of the current edition's 234 pages. The 
June issue recommends Mauritius for its 
readers' next vacation, encouraging 
them to stay at the fashionable Le 
Touessrok hotel, which is frequented by 
Princess Stephanie of Monaco. What- 
ever else they are about, these new pub- 
lications are also about the dramatic in- 








crease in Japanese incomes in recent 
years and the spending power a yen sal- 
ary now affords abroad. 

“Peach pink is the favourite colour of 
girls in their 20s," says Okawa. “And 
when we looked in an American diction- 
ary of slang, it said it could also mean 
cute and charming." 

Like Peach, Sign is also aimed at 
OLs. Its title refers to astrological signs 
and is a good example of the Japanese 
preoccupation with tekireiki, meaning 
the period when one is of marriageable 
age. In addition to monthly horoscopes 
and detailed daily schedules recom- 
mended to readers, Sign includes a tear- 
and-save pouch featuring the photo- 
graphs, resumes and horoscopes of 30 
eligible Japanese men. 

If there is a Western counterpart to 
Japan's new OL magazines, it would 
probably fall somewhere between the 
slick, worldly approach of Cosmopoli- 
tan and the more innocent style of 
Seventeen. The ideal Peach woman is the 
"Super Dry Girl." The "dry" boom here 
was sparked by the recent dry beer 
phenomenon. But now the term can be 
applied to almost anything. A dry girl is 
confident; a dry girl does not use jewel- 
lery; a dry girl easily operates compu- 
ters and word-processors. 

Japan's attitude towards women in 
the workplace was greatly altered after 
the Equal Opportunity Law went into 
effect in April 1986. Formally known as 
the Law Concerning the Promotion of 
Equal Opportunity and Treatment be- 
tween Men and Women in Employ- 
ment, it is aimed at ensuring that 
women are treated equally with male 
counterparts according to their abilities. 
It requires employers to eliminate dis- 
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Tale of custom-made woe 


By Sheila Johnson in Berkeley 


A: interesting experience recently 
taught me more about US-Japanese 
trade than all of the articles I have read 
on the subject. 

My husband, in his youth, took 
photographs of aircraft as a hobby. A 
strange pasting, one may say, which he 
nurtured out of amateur aircraft spot- 
ting in Britain during World War II. For 
more than 30 years, we stored in our 
house neatly catalogued photos of air- 
craft, most of which he took himself. 
We were about to move house, and 
since my husband is no longer active in 
his hobby, we decided to sell his collec- 
tion of negatives. After making some in- 
quiries, we estimated that each negative 
was worth at least USSI, giving 
US$5,000 for the lot. 


We placed an advertisement in a 
well-known journal in the US that caters 
to aircraft historians, pilots and hob- 
byists, and received many replies from 
would-be buyers. But most were young 
or wanted to buy only part of the collec- 
tion. It was too much trouble; we 
wanted to sell en toto, not piecemeal. 

We have many friends in Japan, 
which has a fair share of aircraft buffs, 
and, it suddenly occurred to us that that 
was the place to sell our collection. For 
not only does it contain a fair number of 
Japanese and US aircraft photographed 
at Yokosuka and Haneda in the early 
1950s, but — we reasoned — our asking 
price of ¥650,000 (US$5,208) would 
not seem high to a Japanese collector in 
this time to endaka (high-yen rate). 
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criminatory treatment of women work- 
ers in company policies at every stage of 
employment, from recruitment and hir- 
ing to promotion and retirement. 

The law has been met with both en- 
thusiasm and reluctance. Advocates say 
the male-female division of labour that 
exclusively alloted to women the role of 
homemakers and made men the bread- 
winners will be diminished. But the 
weakness of the legislation is in its im- 
plementation, since it does not include 
penalties for violations. 

The Equal Opportunity Law is 
clearly one factor that has given rise to 
the current crop of new magazines. 
However, there are sceptics, even 
among the editors of these new 
magazines. “My dream is to make a 
magazine like New York Woman for in- 
dependent and powerful women,” one 
says. “But unfortunately, it will take 
. another 10 years for Japanese women to 
reach the same level as their Western 
counterparts.” 


f that is true, then Nikkei Woman is 

ahead of its time. Termed the first 
working women’s magazine, the first 
issue sold close to 220,000 copies when it 
came out at the end of April. And un- 
like the other magazines that worry 
about future sales, senior chief editor 
Norio Adachi boasts that there is "no 
competition." 

Nikkei Woman, part of the Nihon 
Keizai group, is targeted at four kinds of 
working women: those aggressively 
climbing the corporate ladder; women 
who want to change jobs; housewives 
who want to return to the workplace, 
and women interested in starting up a 
new business. 

The magazine devotes 70% of its 
pages to business information, such as 
recent trends in the workplace. The 





New magazines 
aimed at Japanese women. 


June issue, for instance, claims that suc- 
cessful women chose to be in the sales 
department and focuses on people such 
as Kumiko Terazawa, a Harvard Busi- 
ness School graduate currently working 
as sales chief in the London office of 
Baring Brothers Securities. 

Japanese companies are gradually 
changing recruitment procedures for 
women in response to the Equal Oppor- 
tunity Law. Many firms now hire a 
limited number of female "generalists" 
— a new (and competitive) job cate- 
gory above the traditional OL 
status. 


the Pacific would be less than 32,000. 


The tollowing day, Nittsu called me | 
back to inform me of the Japanese 
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The strength of Nikkei Woman isthat 
while providing encouragement, at the 
same time it also provides much- 

needed information on day- 

care facilities and late- 

s6: night stores. The maga- 

oð; zine has found pharmacies 

$ “2s? open until one in the morning 
. —a/ anda 24-hour sports facility. 

According to the Statistics 

BE Bureau of the Management and 
=f Coordination Agency, there are 
~ 23.6million female workers, more 

than 40% of the labour force. Em- 
ployers are beginning to adjust to 
these diverse demands. Isetan De- 
partment Store has just started 
an employment system called 
some-timers. Some-timers 
work between 12 and 35 hours 
a week and can choose their 
own hours. 
What about the future of 
these journals? The Nation- 
al Research Institute for Pub- 
lication, a government agency, re- 
ports that there are currently 56women's 
magazines publishing approximately 30 
million copies a month. Multiply that by 
3300 (US$2.40), the average price per 
copy, and it roughly totals a monthly 
market of almost € 10 billion, to say no- 
thing of advertising revenue. About 
3096 of most of these magazines is taken 
up with advertisements. 

That is a healthy market, and it is 
growing. But with at least five more 
publications expected by the end of the 
year, this lively segment of the Japanese 
magazine industry is in a race in which 
only the fittest — and best aimed — are 
likely to survive. The success or failure 
of these magazines will in part deter- 
mine the top priorities of contemporary 
Japanese women. The same, of course, 
is also true in reverse. n 






charges. First, there was a charge for de- | sh 
ivery within Tokyo of approximately | ' 
**3.000, a customs clearance fee of | a: 


1,100, a customs inspection fee of 
|, a handling charge of *5,500 
another small fee of X325. This was 
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.. Comes from experience 


Dedication and knowledge make our flight and cabin crew 
very special. 


M the Kuwait Airways Training Centre, pilots and flight 
engineers undergo stringent tests to ensure the highest 
degree of proficiency. 


Just one more example of Kuwait Airways commitment to 


—— A — and comfortable flight — every b. T c - z bui 
e > ay. 
j KUWAIT AIRWAYS 


* BOEING 747 Simulator. Where east meets west 














By Michael Malik in Sydney 
Scots-Argentinian engineer is turn- 
ing the clock back to the I9th cen- 

tury to provide a low-cost, easily main- 

tained source of power for remote areas 
in the developing world where the price 
of diesel fuel is often prohibitive. 

J. W. (Sandy) Storey, a massive, 
white-bearded figure who looks as 
though he came out of the 19th century 
himself — someone out of a Conrad 
novel — as he sits in his favourite 
Spanish restaurant in Sydney's bohe- 
mian Balmain district, a couple of bot- 
tles of red wine and a plateful of blood 
pen sausages and boiled potatoes 

efore him, discourses with enthusiasm 
on his technical advance: the low-pres- 
sure steam engine. 

"There are dozens of engineers — 
they call themselves consultants — 
making a living by taking government 
research money to try to solve Third 
World power problems. They never 
come up with anything that works," he 
says with the scorn of a practical man for 
mere theoreticians. 

Storey's Island Steam and Engineer- 
ing Co. has just landed its first contract 
for its 11/150 engine which it has been 
developing for the past five years. The 
first sale is to the government of the 
Cook Islands for installation on the is- 
land of Atiu, and there have been seri- 
ous inquiries from Indonesia, Malaysia 
and Papua New Guinea, as well as from 
Belize and Costa Rica, where Storey 
had worked. 


The outrigger 
goes aluminium 


here is an old saying about the 

salesman who could sell a re- 
frigerator to an Eskimo. How about 
the Australian company selling 
outrigger canoes to Papua New 
Guinea (PNG)? 

The Sydney-based TPS Marine Co. 
has achieved just this and hopes for 
many more sales in the Asia-Pacific re- 
gion where such craft are needed for 
local fishing, transport and carrying 
light cargo. 

The first 10 boats, based on the 
typical Polynesian design but made 
of 2.5 mm (12 gauge) welded alu- 
minium, will be constructed in PNG 
by Nuigini Steel under contract. 
TPS is looking for other joint ven- 
tures or sub-contracts. Under such 
agreements the local manufacturer 


A maverick man and 
his steam machine 





It was while he 
was part-owner of a 
saw mill in Belize 
during the 1970s oil 
crisis that he first 
recognised the 
stupidity of paying 
higher and higher 
prices for diesel fuel 
while the mill was 
burning waste pro- 
ducts such as saw- 
dust and bark, all of 
which can easily fuel 
the engine. 

In fact, it can run 
on almost anything 
that will burn, in- 
cluding coconut 
husks and shells, oil- 
palm detritus, sugar- 








cane stalks, drift- 
wood or village 
litter and waste. 


Storey is also keen 
that potential users 
of the engine pro- 
duce their own fuel 
in the form of fast- 
growing species of trees, which he 
claims are worth more than other crops. 

Storey is a practical engineer and 
not an ecologist. He is scornful of 
"greenies," whose ideas of develop- 
ment, he feels, are usually far-fetched 
and impractical. His enterprise is a self- 
financed commercial one intended to 


would buy the boats in pre-cut kit 
form and put them together them- 
selves. 

*We looked at making the boats in 
Australia for export, but the transport 
costs would make them uncompetitive 
on local markets," said Peter Martin, 
managing director of TPS. 

The boat, called the Seacruiser, is 
8.6 m long, with a total 4.9 m beam 
and a main hull beam of 1.3 m. It can 
be powered either by an outboard en- 
gine or an inboard diesel which sell 
for about A$10,000 (US$7,800) and 
A$11,000 respectively. 

“The traditional design has proved 
itself over hundreds of years for its 
buoyancy, stability and load-carrying 
ability. The strength of an aluminium 
boat will mean that it will require 
minimum maintenance, together with 
added toughness to handle the rough- 
est use, particularly in coral and other 
hostile environments," says Martin. 

— Michael Malik 
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J. W. (Sandy) Storey and his engine. 
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yield a profit while offering the most 
cost-effective source of power for de- 
veloping rural communities. It delivers 
225 hp and can easily work a 150-kW 
generator or power a saw or grinding 
mill. 

As well as being cheap on fuel, usu- 
ally available on site and virtually 
free, the engine has been designed 
for simplicity and easy maintenance. 
"When a sophisticated petrol or diesel 
engine breaks down it usually means 
that it has to be returned to the manu- 
facturer or at least to the nearest indus- 
trialised centre for repair. Sometimes it 
can take weeks or even months, while 
money is being lost all the time," Storey 
says. 

"It is almost axiomatic that if you can 
see the part of an engine which is not 
working, it is repairable with basic 
tools, basic experience and basic com- 
mon sense — all abundantly available in 
the Third World. When faults can only 
be detected with micrometers or elec- 
tronic devices, such common sense is of 
no use," he adds. 

It was common sense which led 
Storey back to low pressure steam as the 
most suitable form of power for the sort 
of market he has in mfnd. "Before the 
internal combustion engine was proved 
to work, engineers used to say wisely 
that no chamber could withstand an oil 
explosion. Since it did work people now 
seem to think that this is the only way of 
producing power." o 
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In our future there are 425 years of history: this is why we are Italy’s 
second largest banking Group, this is why we are active 
on the most important financial centres, this is why we have a 
branch in Singapore and an office in Tokyo, this is why 
we are Striving to be a truly universal bank. 


è Singapore (branch): Tung Centre 14-01-02-20 Collyer Quay - Singapore - Tel. 2258477 
Tokyo (Rep. office): Hokuetsuseishi Bldg, 3-2-2 Nihonbashi Hongoku - Cho, Chuo-Ku - Tokyo 103 - Tel. 2714775 
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| Terms of endearment 


. Womansword: What Japanese Words Say about Women by Kittredge Cherry. 


Kodansha. US$13.95. 


p ono on Japanese society 
seeking to define the position of 
women are likely to underscore the fact 
that married women are addressed as 
okusan (Mrs Interior), while the Japan- 
| ese wife may be referred to by the 
character tsuma which depicts a woman 
holding a broom. 

It is revealing that the language en- 
dorses the notion that woman's place is 
in the inner recesses of the home taking 
care of menial chores. Husbands, by 
Contrast, are elevated to the honorific 
heights of danna-san or go-shujin, terms 
that could correspond to lord and mas- 
ter in English. 

In less formal discourse, however, 
husbands do not fare so well. A dis- 
traught wife may call her mate gokiburi 
teishu (cockroach) for invading her 
kitchen domain and making a nuisance 
of himself, or for not lending a hand in 
the kitchen, especially in 
recent years when: shared 
housework ‘has become 












| I / sei 
more or less a practice. +4 FOOD! BATH: BED) (ome ore bour the notion that their 
Older men, upon en- p "MEAT A HEAP OF. culture is unique, with 
tering honourable retire- an mysteries and subtleties 


ment, are not receiving L| 


much more respect from 
their wives either, judging 
from the colourful slang of 
1980s. In the parlance of 
the 1980s wife, the term 
"bulk garbage" — hard- 
to-dispose-of junk  — 
stands as a synonym for 
superannuated husbands 
who mope aimlessly 
around the house, are 
good for nothing and are 


always getting in the way. Or, with | 
equal irreverance, a retired man might , 


be referred to as raberu no nai kanzume 
(unlabelled canned goods) calling atten- 
tion to the loss of identity. 

Cherry is a freelance journalist who 
began writing about women-related 
phrases and idioms in 1983 while she 


was living in Tokyo. Now based in San | 


Francisco, she writes for the English 
edition of the Mainichi Evening News 
and the Japanese edition of Newsweek. 
The book’s title Womansword is 
meant to convey a double meaning, 
Cherry writes in the preface. As 
“woman’s word,” it suggests a woman’s 
way of looking at words which have dif- 
ferent nuances for men and women. Al- 
ternatively, as “woman sword,” it 
suggests an analysis which “can cut inci- 
sively to the heart of cultural assump- 
tions.” The result is a collection of es- 
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says which does exactly that. Written in 
glossary format, Womansword manages 
to be both entertaining and informative. 
Few people are more adept than the 
Japanese at verbal indirection, avoiding 
or at least softening language that might 
be embarrassing or indelicate. The sub- 
ject of prostitution, for example, has al- 
ways been surrounded with floral imag- 
ery — Samurai once paid “flower fees” 
for services received. Unlucky custom- 
ers were sometimes stricken with 
“flower-and-willow” sickness, clinically 
known as venereal disease. Nowadays, 
there are no less than 30 synonyms for 
rostitute including a number of trendy 
oan words from English such as sopu 
redi (soap ladies) and torukoju (Turkish 
bath girls) which was abandoned after 
protests from the Turkish Embassy. 
Euphemisms also abound in the 
everyday language of romance. The dic- 








Outsider looking in 


Inside Japan: Wealth, Work and Power in the New Japanese Empire by Peter 
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tionary words for sexual intercourse, 
seiko, is rarely used in conversation: 
English loan words like sekkusu suru 
(do sex) and beddoin suru (get in bed) 
are much more in vogue. The writer, 
however, says that young Japanese are 
likely to rely on pop songs or films. 
Thus, “yoake no kohii o issho ni nomo" 
(Let's drink coffee together at day- 
break) and “Do da? Ore to ase kaku ki 
wa nai ka?" (Don't you feel like getting 
sweaty with me?) are popular. 

The tekireiki (suitable age) for mar- 


riage is between 23 and 25, Anyone who | 
remains a spinster at the age of 26 be- 


comes a Kurisimasu keeki (Christmas 
cake). Cherry explains that in the 
period leading up to Christmas Day it- 


self, the Japanese enjoy a frothy straw- - 
berry confection decorated with Santas © 


and known as a Christmas cake. Since 
nobody wants one after the 25th, it. is 
used as a grim metaphor for undesirable 
young ladies who have delayed tying the 
knot. 

Once married, however, it is Meshi, 
Furo, Neru! (Food, Bath, Bed!), a com- 
mand, barked by the tired businessman 
upon returning home late in the evening 
after a long work-day and a long com- 

mute, which Cherry says 
OLORD| has become a cliché, 
Many Japanese har- 





unfathomable to the for- 
eigner, the more so be- 
cause of the difficulty. of 
the Japanese language. 
Cherry’s unassuming 150- 
page book offers read- 







portant areas of Japanese 
life and language are quite 
scrutable to the informed 
gaijin observer. 

— John H. Boyle 


Tasker. Sidgwick & Jackson, London. £13.95 (US$26). 


J apan’s economic might has become 
a cliché, yet how seriously are 
foreigners trying to understand this for- 
midable competitor? An example is the 
complaint from innumerable foreign 
businessmen and politicians, confident 
they will go unchallenged, that the Ja- 
panese language is one of the country’s 
biggest trade barriers. 

The Japanese people do not help 
themselves, because so many of them 
cling to the belief that they are impossi- 
ble to understand by the inhabitants of 
muko (over there) — the outside world. 
Japan’s public relations, the cultivation 





of its image abroad, is therefore so 
sparse as to be appalling. 

But Japan is difficult to understand 
and, one suspects, not just for Western- 
ers. As a foreign resident, one is con- 
tinually pulled up short by the strange 
behaviour of the Japanese, from the 
trivial (their hunger for foreign cars 
with the steering whee? on the wrong 
side) to the more momentous (a sup- 


posedly homogeneous nation deeply di- 


vided in their attitudes towards the em- 
peror). 


able evidence that im- | 

























The attempt to explain Japan is a. | 
challenge at every level, For diplomats - 






































to their ministries, stockbrokers to their 
clients, news correspondents to their 
editors (let alone their readers). This 
superb book by Peter Tasker should be 
supplied to all those consumers of 
basic information who feel sufficiently 
well-disposed towards, or curious 
about, Japan to want to know rather 
more. 

The biggest problem for a book like 
this, which tries to give a brief introduc- 
tion of as many important facets of 
Japan’s contemporary life as possible, is 
to pitch it at the correct level — neither 
too racy nor too profound. In this, the 
author succeeds extremely well. One is 
given a guided tour of the main cogs and 
springs of the great social machine and 
how they fit together, spiked with just 
the right amount of juicy detail. 

For example, one learns that the 


name Etorofu, one of the icy islands | 


north of Hokkaido occupied by the 
Soviet Union, means "snot-place" in 
the local language of Ainu. Another 
detail is that Kyocera, a successful 
ceramics maker, has taken lifetime em- 
ployment a step further, by establishing 
à corporate tomb for its employees. 
And that the average student spends a 
fifth of his time at university drinking in 
groups. 

Another strength of the book is the 
firm sense conveyed of momentum and 
continuity in Japan. At its heart in the 











Medical pluralism 








centre of Tokyo is the emperor, his 
lineage dating back two millenia. But 
Emperor Hirohito's successor will 
never have the same symbolic im- 
portance, because the sense of shared 
experience will be gone. Japan has 
come so far in those 63 years of the 
Showa era, it is now a much more 
complex, less obedient society. The 
old attitudes to work, leisure, the fam- 
ily are changing, though feelings to- 
wards politics and religion seem to re- 
main the same. 


hy does Japan act like an eco- 

nomic giant and a political pygmy? 
Tasker at least provides some of the 
clues. He shows well that the political 
system of graft and influence-peddling 
has survived because it works so well, by 
distributing the alms evenly enough to 
keep happy the requisite numbers of in- 
terest groups. Combine that with the 
deeply imbued sense of distinctiveness 
among the Japanese, and the forces 
blocking its political emergence seem 
insurmountable. 

The book's weakness is its economic 
reportage. It gives considerably less de- 
tail to what makes business tick than it 
does to politics and society. This is 
strange because the author is general 
manager of the Tokyo research depart- 
ment of a British stockbroker. There is 
almost no mention of the financial mar- 


Health, Illness, and Medical Care in Japan: Cultural and Social Dimensions 
edited by Edward Norbeck and Margaret Lock. University of Hawaii Press, Hono- 


lulu. US$21. 


BR obert J. Smith sets the stage for this 
interesting book, a mixed-bag col- 
lection of revised and edited papers ori- 
ginally presented at an American An- 
thropological Association meeting in 
Chicago. In his foreword, he points out 
that Japan has had a pluralistic medical 
system for over a century in which tradi- 
tional medicine has been gradually fused 
with modern medicine. 

“Over the years a degree of integra- 
tion has taken place so that the recent 
boom in the use of herbal medicines is 
traceable in part to its promotion by 
Japan's great pharmaceutical houses," 
Smith writes. "Thus, the Japanese — 
ever concerned with health and given to 
equating illness with disorder — enjoy 
the benefits of medical pluralism and in- 
creasingly exploit its diversity." 

Margaret Lock, author of East Asian 
Medicine in Urban Japan, properly in- 
troduces the boek with a discussion enti- 
tled “Health and Medical Care as Cul- 
tural and Social Phenomena," where she 
raises basic issues while looking at recent 
studies of health and illness in Japan. 

Lock and her co-writers are particu- 
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larly interested in how culture affects the 
body. “A recent flood of work in medical 
anthropology and sociology . . . has 
begun to question persistently the naive 
assumption that the body physical, be- 
cause of its constitution from cells, 
molecules, and liquids, should be 
exempt from cultural analysis," Lock 
writes. “Contemporary research sets out 
to demonstrate that the body is. . . both 
a part of nature and society but, at the 
same time, a representation of the way 
that nature and society are conceived.” 

*Medicalisation" is another theme 
that runs throughout this book, where 
some critics believe the medical profes- 
sion actively creates a market for its ser- 
vices principally by redefining certain 
behaviour and problems as diseases. 

Lock observes that one such condi- 
tion is menopause, which has become 
highly medicalised in the West. One im- 
portant cause of this has been, she says, 
“the aggressive marketing of estrogen re- 
placement therapy." 

Lock herself has carried out a survey 
which shows that Japanese women do 
not suffer to the same degree from the 
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kets. Perhaps he feels a conflict of in- 


terest between being an observer and a 

articipant. Was there no way he could 
Rave written about insider trading with- 
out forever blackening his name in the 
securities exchange? 

There are no sweeping conclusions 
to be drawn from his analysis. But that is 
not quite the intention. His judgments 
about people and places have the ring of 
truth about them. He is surely right 
when he says that “the main challenge 
that Japan must face over the years 
ahead is not financial or technological, 
but cultural. If the Japanese are to fulfil 
the role which their industrial success is 
forcing on them they must be prepared 
to redefine their relationship with the 
outside world.” To explain all that with- 
out cliché is achievement enough. 

— Nigel Holloway 














TERT 
Rig Seka 


1 LAE 
BABE e 
A245 EOL EK 









as: d NE 
Money comic: social cogs and springs. 





symptoms that are commonly associated 
with menopause in the West. She be- 
lieves this to be a combination of genetic, 
dietary and climatic variation as well as 
cultural interpretation of symptoms. 

A more detailed account of the pow- 
erful and controversial Japan. Medical 
Association is found in the chapter by 
Susan Long, who examines the history of 
bio-medicine and how. it has come to 
coexist with traditional medicine. 

Lock notes that “it is unfortunate that 
no contributions to this volume have 
been made by Japanese researchers, an 
unavoidable result of the exigencies of 
current funding in the social sciences.” 
She does not explain, however, why a 
lack of funds should have excluded Ja- 
panese papers nor does she suggest how 
Japanese views might have differed from 
those of American anthropologists using 
Japanese sources.  — William Wetherall 
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BASIC LAW, BASIC QUESTIONS 


"You can't afford not to read it ... 


On April 28, 1988, Peking made public the most important 
concrete development affecting Hong Kong's future yet: the first 
draft of the Basic Law. The Basic Law is the mini-constitution . 
that will govern Hong Kong once the Union Jack is lowered for 
the last time on June 30, 1997, and the territory’s 5.6 million 
people are looking at it closely to see whether it guarantees the 
precious rights and freedoms spelt out in the Sino-British Joint 
Declaration four years ago. 


This book is the first to deal with the implementation of the 
Sino-British Joint Declaration and the Basic Law. Seven 
prominent members of the Hong Kong community raise critical 
issues for Hong Kong's future that will come under increasing 
Hard Cover = 282 pages HE$130 per copy public debate as the countdown to 1997 continues. | 





The foreword is by David Bonavia, former Peking correspondent 
for the Far Eastern Economic Review and now a columnist for the 
South China Morning Post. Mr. Bonavia is author of several 
books, including Hong Kong 1997: The Final Settlement. 
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At last, the growth in industrialised economies filters through to commodities 


Better late than never 


By James Bartholomew in London 
dii The strong rise in the 
Bounce ^. / rices of commodities 
|| in the past six months, 
especially some of 
| those vital to the com- 
| modity-dependent 
| economies of South- 
j east Asia, has come as 
a surprise to most market-watchers. It is 
like a bus which was due a long time ago 
but has turned up only when everybody 
waiting for it had long ago given up 
hope. 

According to the timetable, the com- 
modities bus should have arrived a 
couple of years ago. At that time, the in- 
dustrialised nations had enjoyed several 
years of economic growth and so, ac- 
cording to traditional timings, there 
should have been a boom in the com- 
modities which provide the raw mate- 
rials for those industries. But the boom 
did not arrive. In fact, quite to the con- 
trary, two years ago, commodity prices 
were in the doldrums. 

Disappointment among those in- 
volved in these commodities went on for 
so long that they came to feel that a bull 
market in commodities would never 
come. Various reasons were found for 
thinking that commodities were in ter- 
minal decline. The growth areas these 
days are hi-tech, it was said. The design- 
ers of cars are learning to use less 
metal, it was argued. The costs of pro- 
duction have been reduced, said some. 
These were good arguments for explain- 





ing why the commodities boom had [ 


been indefinitely postponed. All hope 
for its arrival was gradually relin- 
quished. At this point, it arrived. 

Now, as well as explaining why the 
commodity price boom was late, ana- 
lysts must also try to explain why it ar- 
rived at all, what sort of upturn 


it is and where it is going. G 


Some of the reasons already 
put forward for the lateness of 
the boom are undoubtedly 
right. There are structural 
reasons why certain com- 
modities go down in price in the 
long-term. Copper is a prime 
example where new technology 
has reduced production costs. 

More important in explain- 
ing the latenes# of the current 
boom is the strength of the pre- 
vious one. Commodities rose so 
fast and so far in the 1970s that 
special investment funds were 
established to do nothing more 
than buy and hold base metals. 
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Inflation was the theme of the decade 
and commodity investment seemed to 
be one of the ways to keep up with it. 
Massive investment was committed to 
expanding mining capacity and metal 
stocks. The investment in production 
came on stream in the first half of 
the 1980s while stocks were high. 
These excesses led to the prolonged 
years of gloom for industrial commodity 
prices. 

How did the boom manage to arrive 
at all? A simple matter, in retrospect, of 
supply and demand. Eventually produc- 
tion stabilised while demand, slowly but 
surely, responded to sustained eco- 
nomic growth and the low prices of the 
commodities themselves. 

What is the nature of the com- 
modities boom we are experiencing? 
First, it is not as big, so far, as people 
think. Many people see prices through 
US dollar-distorted glasses. That makes 
the boom look tremendous. But the US 
dollar has fallen against every major 
currency in the past year so dollar-vision 
is faulty. Barclays Bank produces an 
index which measures prices in terms of 
the Special Drawing Rights of the IMF, 
thus neutralising currency distortion. 
The index shows that the average price 
of commodities in April was only 16.396 
higher than the average price in the first 
quarter of 1987. 

This appears a moderate boom by 
the standards of a decade ago but, 








Commodity market profiles have been con- 
tributed by Review Correspondents Ashley 
Ford, Jose Galang, Paul Handley, Michael 
Malik, Robert Manning, Nick Seaward and 
Charles Smith. 
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REVIEWTABLE by Sarny Lee 
again, it is necessary to look a little 
deeper. Although analysts talk blithely 
of “commodities,” in fact the vast array 
of commodities can be divided into two 
major and many minor categories which 
have very little in common with each 
other. There is no reason, other than 
general inflation, why the price of cop- 
per should move in tandem with the 
price of sugar, nor why the price of palm 
oil should meekly follow zinc. And they 
do not. 

Industrial materials, such as copper 
and zinc, bear no relation to foodstuffs 
like sugar and palm oil. The former are 
significantly influenced by increases or 
decreases in economic activity whereas 
foodstuffs are not. This principle is eas- 
ily demonstrated by patterns of per- 
sonal consumption. In a prosperous 
year, when a man buys a car and installs 
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a new telephone (dramatically 
increasing his consumption of 
industrial materials) he does 
not necessarily eat any more 
rice than in the previous, less 
prosperous year. 

This essential difference be- 
tween the industrial materials 
and the foodstuffs is reflect- 
ed in the very different degree 
to which they have partici- 
pated in the boom. In fact, 
the boom has taken place al- 
most entirely in industrial mate- 
rials, reflecting the continued 
powh in the world economy. 

oodstuffs, as a whole, have been 
unaffected. In currency-neutral terms, 
industrial materials (mainly metals 
but also such things as rubber) have 
surged by 47% in the past year. But 


foodstuffs have edged up only 
0.5%. i 
. An important element in the 


strength of industrial materials prices 
has been the continuation of economic 
growth since the October stockmarket 
crash. Not only has growth continued, 
but the effect of this growth on demand 
for metals seems to have been mag- 
nified. The prolonged de-stocking by in- 
dustrial users has finally ended and 
there is increasing emphasis on heavy, 
metal-consuming industry as the world 
economic growth cycle reaches late 
maturity. This is all comfortingly in ac- 
cordance with economic theory. 

However, the picture is quite differ- 
ent in that special category of com- 
modities — the precious metals. They 
have had their share of excitements in 
the past year or two, but they have not 
risen in line with the other metals. Gold 
has the problem that major technical ad- 
vances have reduced the cost of produc- 
tion to well below current levels. As a 
result, supply is increasing year by year. 
But the more general difficulty for the 
precious metals is that inflation has not 
yet taken hold. Gold is the classic infla- 
tion haven. Average OECD inflation 
of only 3.4% in 1987 has not been 
enough to send people scurrying into in- 
flation bolt-holes. 

Where is the boom going? The base 
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metals are currently the driving force 
but mining companies are racing to 
reactivate mothballed capacity. Ac- 
cording to Stephen Briggs of the Shear- 
son Lehman Hutton research team, 
reactivated capacity and new produc- 
tion coming on stream this year should 
bring down the prices of at least three of 
the major metals — copper, aluminium 
and lead. However, that still leaves at 
least nickel and zinc without much sign 
of relief on the supply side. 

On the demand Side. much depends 
on world economic growth and that, in 
turn depends a area deal on govern- 
ments — particularly those of the US 
and Japan. If these governments 
continue to give growth-stimulation 
priority over inflation-control, then 
industrial material prices could go 
still higher. At some point, the pid 
ing rise in world inflation might 
even frighten people into precious 
metals. 

But most forecasters assume that 
the governments will not push growth 
too hard and that OECD growth in 
the second half of 1988 will slacken 
off. This moderation in growth might 
correspondingly slow down prices of 
industrial materials. Yet one of 
the lessons of the late-arriving boom 
is, as an analyst put it, "things usually 
take longer than you think." This is 
especially true of metals because of 
the long time it takes to find and ex- 
ploit new mines or alter patterns of in- 
dustrial consumption. 

Analysts are fairly confident that the 
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high metal prices of the moment will 
eventually come down when the long- 
term fundamentals win through. But in 
the short term, prices may remain 
bouyant. The boom arrived behind 
schedule. The bust may be behind 
schedule too. 


The strong growth in industrial 
economies has finally caught up with — 
and in some cases overtaken — supplies 
of the raw materials. Metal prices, in par- 
ticular, have risen sharply over the past 
six months, though tin — the metal ex- 
port of most concern to Southeast Asian 
producers — is still depressed. Else- 
where, products as diverse as rubber and 
wood pulp are trading at record levels 
while petroleum, one of the basic inputs 
to an industrial economy, languishes as 
producers struggle with chronic oversup- 
ply. Fibres wool and cotton have moved 
in opposite directions. Profiles of some 
2 the major markets show the way in- 
dustrial demand is setting the pace in the 
commodity recovery. 


Copper 

Strong international demand finally 
dragged copper out of its seven-year 
price doldrums last vear, and both 
worldwide demand and prices show no 
signs of retreating in the near future. Al- 
though the copper-concentrate market 
has temporarily softened due to re- 
duced Japanese demand because of the 
lower planned smelter rate and produc- 
tion problems at Nippon's Saganoseki 
smelter, there is little downwards pres- 
sure on prices. 

After reaching record highs 
of US$1.46 a lb in late 1987, 

rices have slipped to around 
Ussi a lb, still far above the 
price paid between 1982 and 
1986 when the average was 65.6 
US cents a Ib. In 1987, it aver- 
aged 80.9 US cents and, for 
the first three months of this 
year the average was US$1.11 
alb. 

Industry analysts believe 
the price will hover in the 
US$1-1.15 a Ib range for the 
remainder of the year. At 
present, demand for metals 
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er and warehouse stocks are very low. 

Worldwide investment in new base 
metal mines and refineries is low, and it 
seems as thought the typical rush to ex- 
pand capacity when prices rise is un- 
likely to materialise during this price 
cycle. 


Aluminium 
The early 1980s were not kind to the 
world's aluminium producers, but surg- 
ing international demand has finally 
sent prices rocketing to new record 
levels, putting much-needed cash into 
the pockets of major producers. Aver- 
age prices during the first quarter of this 
year have soared 70% from a year ago 
and now average around US$1 a lb. 
The international energy crisis of the 
1970s and the worldwide recession 
which followed convinced many 
producers, especially Japan, to 
get out of energy-intensive 
aluminium smelting, so the 
closed down plants. Now, wit 
demand running strongly, that 
production shortfall is being felt. 
North American producers, 
the largest suppliers to export 
markets, believe the tight mar- 
ket could drive prices even 
higher. Producers are currently 
having ^ difficulty meeting 
worldwide demand and this has 
prompted companies to acceler- 
ate new smelter construction. 
However, the industry is worri- 








quotas amounting this year to 106,000 
tonnes (up from 96,000 tonnes in 1987). 
These have successfully reduced the 
overhang of global tin stocks from 
around 75,000 tonnes at the end of 1986 
to around 47,000 tonnes by the end of 
February this year. The normal level of 
stocks is put around 20,000 tonnes. 
Global supply this year is estimated at 
165,000 tonnes, compared with con- 
sumption of 180,000 tonnes; however, 
the US still holds a 170,000-tonne 
stockpile. Prices are forecast to rise 
above M$20 a kg after 1989, according 
to the president of the States of Malaya 
Chamber of Mines, Ibrahim Menudin. 


Nickel 
Nickel has seen an extraordinary 
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ed about the longer-term impact 
on demand of escalating prices. 
Higher prices carry the risk of caus- 
ing customers to turn to substitute 
materials. 


Tin 
The tin market is slowly recovering 
from the October 1985 collapse of the 


International Tin Agreement, which | 


saw the price fall from the previous 
price-support level of  M$29.50 
(US$11.42) a kg to M$13.99 a kg 10 
months later. Current price levels of 
around M$17.60 are thought to be de- 
pendent on the continued support by 
members of the Association of Tin Pro- 
ducing Countries for the supply 
rationalisation scheme which was im- 
plemented in March 1987. 

The scheme restricts exporters to 





price rise over the past year basically as 
à result of low stocks, low production 
and increased demand. Five years of 


low nickel prices, followed by two years | 


of gradual increases had left the indus- 
try unprepared for the sudden upsurge 
which reached almost panic proportions 
in February when the London Metal 
Exchange (LME) suspended trading 
and imposed an artificial price ceiling of 
US$10,820 a tonne. 

The increased demand was com- 
pounded by disruption of some 
supplies, particularly problems for 
some Canadian-owned producers in 
South and Central America and In- 
donesia, which drove up the LME price. 

Although the industry would like to 
see a fall in the price to what is seen asa 
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realistic level, analysts do. not 
expect a long-term drop below 
US$2.75-3.15 a Ib over the next 
two years. They point out that 
there are very few substitutes 
and nickel is only asmall compo- 
nent of stainless steel, its main 
application, and therefore even 
very high prices are unlikely to 
bring about substitution. 


Wool 

A worldwide trend back to- 
wards the use of natural fibres 
has fuelled the upturn in wool 


parvam ppm prices, plus the fruits of long- 


term promotion by the International 
Wool Secretariat (IWS), financed by a 
levy on growers. 

The boom really started when the in- 
ternational price of the Australian dol- 
lar — Australia being the source of 7096 
of all exported wool — fell to record low 
levels in 1986. This made wool an attrac- 
tive buy for the textile industry, and 
once a switch to the fibre was in train, 
sales followed an upward curve. 

Sales were so high, with Australia ac- 
tually selling 500,000 more bales than it 
was producing, that the Australian stock- 
pile was completely sold out by last De- 
cember, at which time there was some 
panic among the largest consumers. 

Trade sources believe now that much 
will depend on how buyers react at the 
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new season’s opening sales in July. If big 
consumers fear a shortage and start plac- 
ing large orders, there could be a similar 
spiral effect as seen over the past year. 

Long-term, the industry feels that 
some substitution by other fibres is in- 
evitable. 


Rubber 

Natural rubber prices are at record 
levels and are expected to remain high 
through to the end of the year at least. 
Global stocks of natural rubber were 
down by 70,000 tonnes at the end of 
1987 and producing countries are re- 
porting that production has been com- 
mitted to buyers up to the first quarter 
of 1989. 

The 360,000-tonne buffer stock of | 
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nternational Natural Rub- 
ber Organisation is almost sold, 
as the five-day moving average 
price of rubber has been above 
| the 232 Malaysian/Singaporean 
cents "may sell" level since last 
August. A temporary squeeze 
^on latex supply is expected to 
keep prices for those grades 
above 400 M cents (US$1.55) a 
kg, while RSS and technically 
specified grades are expected to 
remain above 300 M cents. 
The latex concentrate short- 
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age is not expected to be long- 
term, according the chairman of 
the Malaysian Rubber Research and 
Development Board, Ahmad Farouk, 
as Malaysia's latex production capacity 
is about 400,000 a year, compared with 
actual production last year of 290,000 
tonnes. Malaysia accounts for 78% of 
the world trade in latex concentrate. 


Pulp 

The wood-pulp market, which began 
crawling out from four years of reces- 
i sion in the last quarter of 1985, has risen 
sharply since the start of 1988 and the 
recovery shows no signs of slowing. The 
world's major pulp producers in Scan- 
dinavia, Canada and the US are now re- 
ceiving US$655-700 a tonne for kraft 
pu. Industry analysts believe the price 
in June will be pushed well past the 
US$700-a-tonne mark, its highest ever. 
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In the fourth quarter of 1985, pro- 
ducers were having difficulty selling the 
product for US$300 a tonne, but in 1986 
demand quickened. By last year, the in- 
dustry was running at full capacity in at- 
tempts to satisfy the demand coming out 
of the industrialised economies of 
Europe, the US and Japan. Market ob- 
servers have already begun to anticipate 
another pulp price increase in the third 
quarter due to continued strong US de- 
mand for printing and writing papers. 

Canadian forest industry analyst 
Charles Widman forecasts that world 

ulp prices could easily climb another 
15% this year. Prices will come under 
some downward pressure in 1989 when 
new production capacity starts coming 
on stream. 
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Steel 
Production cutbacks in Europe and 
Japan combined with economic re- 
covery in the US have created a 
worldwide steel shortage which has 
pushed dollar-denominated prices to 
their highest levels since 1981-82. How- 
ever, Japanese companies claim that the 
world prices have yet to recover to a 
point where exports are profitable in yen 
terms. As a result, Japan is rationing ex- 
ports in a bid to force prices higher. 

NIC producers, such as South Korea, 
appear to be fully extended supplying 
their home markets andare unable to take 
up the slack left by Japanese exporters 
in markets such as the US and Southeast 
Asia, so prices are expected to firm. 

In US-dollar terms, the average unit 
price of Japan's steel exports hit US$629 
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a tonne in April, uP from US$487 in the 
second quarter of 1987. The April price 
represents an increase of almost 50% 
from the 1985 level in dollar terms. In 
yen terms, however, Japan’s export 
prices are some 20% below 1985 levels, 
reflecting the revaluation of the yen 
against the US dollar. The yen unit price 
in April averaged € 79,000 (US$632.5) a 
tonne compared with € 101,300for 1985. 


Prices of cereals and other foodstuffs 
have generally missed out on the surge in 
world markets which has boosted the 
prices of industrial commodities. Lower 
production, rather than increased de- 
mand, has accounted for much of the 
foodstuffs’ rise. A market-by-market 
round-up of the main commodities af- 
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fecting Asian producers — and consum- 
ers — gives a fuller picture. 


Rice 

Rice prices have sagged in recent 
weeks against most expectations and 
despite stock drawdowns to an appa- 
rently dangerous level by such major 
consumers as Indonesia and India. Both 
countries, along with most rice produc- 
ers in Southeast and South Asia, were 
hit by drought last year, causing severe 
production declines and cutting by 5% 
or more the amount available to world 
trade up to the present. The result was a 
big jump in rice prices from mid-1987 to 
April this year. 

Since then, prices have fallen 10% 
from their peak with expected buyers 
staying out of the market. Indonesia is 
still felt to need 500,000 tonnes 
desperately to keep stocks at 
a bare minimum, but it has yet 
to send out any feelers. India 
has sent several missions to 
Burma and Thailand to discuss 
buying several hundred thou- 
sand tonnes, but high prices 
have deterred any agreement. 
At the same time, extremely 
unseasonable rainfall in Thai- 
land has boosted the small sec- 
ond crop to close-to-normal 
proportions, forcing down 
prices as the rice now comes on 
to the market. 

Nevertheless, analysts think 
that prices should not fall much 
further before needy consum- 
ers come back to the market. Their buy- 
ing should ensure relatively high prices 
to the end of the year, and possibly 
beyond, until stocks among the big con- 
sumers are replenished. 





Maize 

Maize prices have recovered some- 
what from 1986-87 lows, because of bad 
weather affecting some producers and a 
steady reduction of maize acreage in the 
US, a major exporter. Sizeable stocks, 
and substitution of othet grains in ani- 
mal feed, have lessened the effects of 
slightly lower production. But, average 
prices in the first quarter of 1988 were 
still up about 25% from a year earlier. 
Nevertheless, prices were 40% below 
the highs of 1983-84, and are not ex- 
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pected to rise much in the coming year. 
A good harvest and competitive pricing 
from Argentina, coupled with reduced 
Soviet demand, have for the time being 
pushed maize prices slightly downward. 

But prices should not fall far. Grain 
production in Africa has not improved, 
and available stocks in surplus countries 
have been drawdown. 


Wheat 

Poor crops in Europe, Canada, Aus- 
tralia and South America last season 
brought about rapid drawdowns of US 
stocks to meet increased demands from 
the Soviet Union and China, with a con- 
sequent rise in price from about US$103 
a tonne to US$134 over the past year. 

Although these prices are expected 
to be maintained, unless there are more 
failures, traders do not expect signi- 
ficant price increases as in a normal year 
worldwide production exceeds demand. 
The lack of stocks at the moment is 
keeping prices up. Some dry condi- 
tions in Canada and in pockets of the US 
might mean both countries may pro- 
duce around 2 million tonnes less than 
normal, which would help keep the 
market firm. 

On the demand side, the Soviet 
Union and Chinese may require less 
than last year, in view of an expected 
good crop in Europe. In Australia and 
Argentina, the two biggest Southern 
Hemisphere producers, crops are about 
to be sown and it is too early to predict 
results. While overall acreage under 


(New York, US¢ a ib) 





Australian train at wheat silo: ge-led price 





1986 soybean reserve stocks have 
dwindled from 550 million bushels to an 
estimated 145 million bushels by the end 
of 1988. 

Over the past decade, US acreage 
planted to soybeans has declined 16% 
to 60 million acres. The US crop has 
shrunk from 2.2 billion bushels in 1979 
to 1.8 billion bushels for 1988. US farm- 
ers are expected to increase planting 
next year. Brazilian and Argentinian | 
plantings are also likely to increase this 
year. The anticipated increase in US 
and Latin American planting for the 
1989 crop is expected to dampen price 
increases for soya products over the 
next six to 12 months. 








SOYBEANS 


(Chicago, US¢ a 60 Ib bushel) 











wheat is expected to remain constant, 
there will be a slight increase in Austra- 
lia. 


Soybeans 

Soybean prices are booming and 
the situation is likely to continue into 
next year. Prices have risen more than 
usual in recent months, in part on pros- 
pects of drought in the US Midwest, the 
world's major producer and exporter. 
Prices have increased from US$5 a 
bushel in 1987 to US$7.50. 

The most immediate cause of the 
price rising more than the usual 4-5% a 
year is the fall of the US dollar, coupled 





China, which grew about 11 million 
tonnes of soybeans in 1987, is pre- 
dicted by US analysts to become a net 
importer in the 1990s as the demand for 
protein increases with the implementa- 
tion of China's reforms. 


Sugar 

Sugar prices are expected to con- 
tinue rising from current levels of about 
8.5 US cents a lb until next year, though 
they will still be below the world aver- 
age break-even price of 12 US cents alb. 
For the third year in a row, world 
consumption is forecast to exceed 
production, forcing drawdowns of 
stocks. 
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Estimates of world production for 
the crop year to August 1988 are in the 
Hn of 103.9-104.2 million tonnes, 
slightly below the output in the preced- 
ing season. Consumption, on the other 
hand, is expected to advance by some 
2% to 105.5 million tonnes, leading to a 
reduction in world stocks at the end of 
the period to 35.4 million tonnes. 

e world stocks projected at the 
end of the crop year would represent 
31.8% (or 3.8 months) of consumption, 
the lowest since 1981 — when sugar 
prices averaged 16.8 US cents a lb. 
However, prices are not expected to re- 
turn to that level because of such funda- 


mental problems in the industry as com- 


petition from alternative 
sweeteners and subsidised — 
and rising — production in de- 
veloped countries. 

A meeting in November is 
widely expected to lead to the 
introduction of market-inter- 
vention mechanisms to the in- 
ternational sugar trade in a bid 
fo stabilise production and 
prices. 


Palm Oil 

Palm oil has been unable to 
maintain the high price of 
M$1,200 (US$464) a tonne seen 
in January this year, which was 
due to an unusually early taper- 
ing off of the main production 
season in October-November. These 
levels were the highest seen since the 
middle of 1985, when the price started to 
slide. The fall ended at M$435 a tonne a 
year later. However, prices are creeping 
up again on news of further purchases 
by India, which was hit by drought in its 
oil-seed producing areas last year, and 
in reaction to high world prices for soy- 
bean oil. 

Long-term palm oil prices should 
rise slowly. The oil has increased its 
share of world exports of edible oil and 
fats from 19.8% in 1981 to about 34% 
last year. Its biggest competitor, soya- 
bean oil, has slipped from 20.3% in 1981 
to 15.5% in 1986. 
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home to more than half of mankind. Every day, 
.. events are happening here that not only shape the re- 

< gion's future but affect the entire world. The Asia 1988 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 





Now In its 29th Edition 

The Asia 1988 Yearbook, now in its 29th year, is bigger 

and more comprehensive than ever before. Matching 

the rapid pace of Asian development, it goes into great- 

er detail, with greater insight — a book which everyone 

who needs to know about Asia must have on the book: 
- shelf. 


Features 

The Asia 1988 Yearbook offers completely revised 
chapters — covering another historic year in Asia, and 
analysing US involvement in the region and you will also 
find familiar chapters and features as well: a portrait of 
The Entire Region, The Power Game, Population & 
Food, Development Banks, Asian Finance, Asian In- 
vestment, Commodities, Energy, Aviation, Shipping, 
Fishing, Trade & Aid, the Pacific, Asian & Pacific Or- 
ganisations, a round-up of the year's news stories, and 
much more. 


As in the past, the Asia 1988 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and infrastructure, complete with a map and lists of 
leading public officials. The Asia 1988 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 


E. _ volvement and social and cultural landmarks. Each 





We give you Asia, 
minus the mystery, 
minus the myth: 
Asia 1988 Yearbook 












country chapter has a Databox giving essentia 

statistics. And there is also a statistical round-up com 
piled against a master questionnaire provided by Year- 
book experts. 











How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1988 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 29 years) to keep the Asia 1988 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 





Soft Cover: HK$215/US$27.50/£17.75/9$58.50/M$70.50 
Hard Cover: HK$235/US$29.95/£20/S$63/M$77 

For airmail delivery, please add: 
HK$55/US$7/£4.50/S$15.5/M$18.5 per copy. 
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Conveying a human touch 


Japan's small power behind its industrial giants 


By Bob Johnstone in Tokyo 


|: would be surprising if you had heard 
of Hirata Industrial. Machineries, a 
small privately held firm based in the 
po Japanese city of Kumamoto. 

ut it would be equally surprising if you 
had never used something — a 
Panasonic television, say, or a Honda 
automatic, or an Apple computer — 
that was manufactured on a Hirata pro- 
duction line. 

One reason for Hirata’s anonymity is 
that the company does not advertise. It 
does not need to — word-of-mouth re- 
commendations from satisfied custom- 
ers all over the world are more than 
enough to keep the company’s work- 
force of some 850 employees (more 
than two-thirds of them engineers) fully 
occupied. 

In production technology, a field in 
which by common consent Japan leads 
the world, Hirata leads Japan. Last Sep- 
tember, for example, the company be- 
came the first Japanese firm to commer- 
cialise gear-less, “direct drive” robots, 
which are able to position, at high 
speed, tiny electronic components on a 
printed circuit board, with a precision of 
eight millionths of a metre. Not bad 
going for a company whose first pro- 
ducts were handcarts. 

Hirata Industrial Machineries was 
founded in 1946 by Tsuneichi Hirata. 
Repatriated to Japan from Korea after 
the end of World War II, Hirata settled 
in Kumamoto, on the southwestern is- 
land of Kyushu. He figured that because 
it was an agricultural community, there 
would be enough food there to feed his 
five young sons. 

From  handcarts, the company 
moved on to making conveyor belts. In- 
itially, these were simple, motor-less 
devices along which workers had to 
push the products themselves. Next 
came motor-driven belts, which forced 
workers to follow a moving product. 

On such lines, it was the conveyor 
belts that were in control, not the work- 
ers. The gains in productivity that they 
brought tended to be offset by losses in 
quality and morale. While pondering 
ways of overcoming this problem, 
Hirata’s eldest son Yasunari, now the 
company’s president, had a decisive ex- 
perience. 

Hirata junior went to see Charlie 
Chaplin’s film, Modern Times, in which 
much fun is made of man’s subservience 
to machine. After seeing the film, he re- 
solved to make a conveyor belt that 
would liberate production-line workers. 

The concept Hirata and his en- 
gineers came up with was an asynchron- 
ous line on which, by an ingenious com- 





| client list reads 


bination of rollers and chains, product 
pallets can be stopped at individual 
work stations without having to stop the 
rest of the line, too. Such a line returns 
control to the operators, and enables 
them to work at their own pace. 

Armed with this invention, Hirata’s 
big break came in the form of a contract 
to supply conveyor belts for the 
Panasonic television assembly line at 
Matsushita Electric’s Kyushu sub- 
sidiary. The relationship blossomed, 
and Hirata was able to equip not only 
Matsushita’s domestic lines, but also, 
the overseas ones as the giant Osaka- 
based corporation’s waded offshore. 

Hirata’s first foreign customer was 
RCA of the US. By virtue of its basic pa- 
tents on the television 








sell our clients things,” explains Yasu- 
nari Hirata, “we sell them success.” 
The idea is that, by working closely 
with the client to build a system which 
best suits his manufacturing needs, 
Hirata helps ensure that the product it- 


| self will ultimately be successful. This, 


in turn, guarantees 
more lines. 

Such orders are vital, because every 
system the company sells is custom- 
made (machines developed for Japan 
cannot be sold as-is in the US, for exam- 
ple, because line workers there simply 
do not have the skills needed to operate 
them) and it does not pass on its deve- 
lopment costs to the client. “We have to 
be able to offer our clients lines at a 
price that they can afford,” says Hirata. 

Losses during the development stage 
can be as much as several hundred mil- 
lions yen. Were the company not still 
family-owned,. it is ‘unlikely that it 
would dare to take such risks. “It’s not 
realistic [to make such losses]," says 
Taijn  Matsunami, a manager in 
Hirata's overseas division, *and some- 


return orders for 





tube, RCA had the right 
to visit any of its 
licencees’ factories. The 
American company's in- 
spectors noticed the name 
of Hirata wherever they 
went in Panasonic plants 
and concluded, rightly, 
that the unusual belts 
were one of the reasons 
for their Japanese rival's 
success. 

Today, Hirata exports 
around 45% of its output 
and claims to have sold 
systems in more than 40 
countries. Sixty per cent 
of these systems go to 
electronics manufactur- 
ers — the company’s 
ike a 
Who’s Who of the indus- 
try. A further 20% goes 





Hirata conveyor belt: liberating people. . 
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to the car industry, and 
the rest to a variety of industries includ- 
ing food, soap and cosmetics. 


Fe: conveyor belts, Hirata moved 
on to develop a range of production- 
related products, including its own 
robots, controllers and unmanned vehi- 
cles for delivering parts from the 
warehouse to the work area, and from 
one area to the next. In addition, the 
company developed the system soft- 
ware which enables these various pro- 
ducts to function together. This makes 
Hirata virtually unique in a business 
where typically equipment is bought from 
a variety of suppliers then integrated at 
the factory by the manufacturer itself. 

In addition to its strength as a verti- 
cally integrated supplier, Hirata main- 
tains uniquely intimate relations with its 
customers. These proceed from an un- 
usual marketing philosophy: “We don’t 





times it gets ridiculous — but then our 
goal is not primarily to generate profit. 

“Our policy is to provide a better 
operating environment for our cus- 
tomer’s employees,” Matsunami says. 
While other companies merely talk 
about respect for humanity, he claims, 
“we actually do it.” 

Hirata continues to live up to its pol- 
icy of letting machines do what they are 
best at, liberating people to do other, 
more challenging jobs. As far as the 
company is concerned, there is one-job 
that presents perhaps the ultimate chal- 
lenge in production technology. Still in 
the early stages of defelopment, this 
takes the form of a knowledge-based 


software system into which the client's. | 


requirements is input. The system the: 
automatically generates the best possi- 


ble production system for that client's |. 


needs. 
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Ambitious flight plans filed 


South Korea wants to buy an aerospace industry 


By John McBeth and Mark Clifford in Seoul 


n the surface, it is a no-holds-barred 
dogfight between US aerospace ri- 
vals McDonnell Douglas and General 
Dynamics over a lucrative contract for 


at least 120 new warplanes. But the * 


multi-billion dollar FX fighter program- 
me goes much further than that. For 
South Korea's ambitious planners, the 
prospective order is the pad on which 
they hope to launch an entire industrial 
venture. "What they want is not just a 
fighter plane," says one military special- 
ist in Seoul. "They want to buy an aero- 
space industry." 

The South Koreans are after sweep- 
ing technology transfers and a promise 
from US vendors to nurture their em- 
bryonic aerospace industry with long- 
term contracts. US officials — who must 
approve any agreement — are torn be- 
tween helping companies make a sale 
and protecting US jobs and technology. 

How much technology and how 
many jobs South Korea's aerospace 
companies will get from the FX project 
depends on talks between South 
Korea's Defence Ministry and the Pen- 
tagon's Defence Security Assistance 
Agency. But as Seoul's trade surplus 
with the US grows, US negotiators are 
toughening their stance on two key is- 
sues. They are insisting that more air- 
craft should be sold under Foreign Mili- 
tary Sales (FMS) arrangements. And 
they want to limit offset deals, under 
which US vendors agree to buy South 
Korean goods to offset the cost of imports. 

Under a partial FMS contract, the 
US will have more say over technology 
transfer and more supervision over the 
quality of workmanship. But a military 
sale would initially cut into the profits of 
South Korean firms — even though, ex- 
perts estimate, it will cost the Seoul 
government 50% more again to build 
the planes in South Korea than if it 
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bought them off a US assembly line. 

The South Koreans are also keen on 
their US vendors signing long-term con- 
tracts to buy back components because 


| the FX programme, as currently envis- 


aged, will be too small to nourish South 

orea's fledgling aerospace industry. 
But that, say critics, will mean the loss 
of US jobs. It also ignores the possibility 
that the Korean air force will eventually 
want 180 or more of the jets as it re- 
places its fleet of F-4s and F-5s. 

US Ambassador James Lilley told 
the American Chamber of Commerce 
some months ago that offset should be 
considered an unfair trade practice. Lil- 
ley's view is shared by Illinois senator 
Alan Dixon and Democrat representa- 
tive Mary Oaker, who recently intro- 
duced legislation which would severely 
limit offset and, in Oaker's case, even 
ban offshore military procurement 
within five years. 

Aerospace sources say the Pentagon 
is urging contractors to minimise offsets 
and what are known as buybacks, an ar- 
rangement under which the foreign 
partner purchases components from the 
South Korean company and uses them 
in US-built aircraft. Officials indicated 
recently that buybacks were out unless 
the foreign companies were prepared to 
compete fairly with other suppliers. 

e Korean Defence Ministry ap- 
pears to have partially responded to 
Washington's sentiments by dropping 
its minimum offset requirement from 
5096 to 30%, adding the rider that it 
should all be direct rather than so-called 
indirect offset, which in the past has 
committed US vendors to buying a cer- 


| space, t 





4096 of their exports and they should try 
to sell those to England." 

Three years ago, South Korea did ac- 
quire US$67 million worth of Javelin 
missiles from Britain. This followed 
Seoul's failure to secure specialised mi- 
litary radio identification technology as 
part of a deal with the US for 600 Stinger 
surface-to-air missiles. But the Javelins 
proved a disappointment, with six out of 
eight failing to hit their test targets. 

The US, however, may not be able to 
fully halt offset arrangments, even if it 
wants to. "Even if both governments do 
not agree on offset, if we can come up 
with a very profitable and mutually 
beneficial relationship with our US 
partner we can do it,” says Shin Hoon 
Chull, pou of Samsung Aero- 

e lead contractor for the FX 
programme. 


senior American aerospace execu- 

tive says he does not believe the US 
will go back on its word on the amount 
of technology transfer it is prepared to 
allow, despite what he called "a lot of 
posturing on our side." But he does be- 
lieve that the US may attempt to shut 
the door to offset deals. 

Controversy is not just limited to the 
terms of the contract. It also surrounds 
the selection of Samsung as the prime 
contractor. In the original South Ko- 


tain amount of South Korean |. - 











Lilley; Shin: urged to minimise offsets. 


goods to balance the import bill. 

There is little the South Ko- 
reans can do to strike a better 
deal with the US. Although 
British Aerospace executives 


Panavia Tornado fighter manu- 
factured by a European con- 


sortium, it would take an ex- 
traordinarily bold move for 


tally change the relationship be- 
South Korea bought the Tor- 


tractor. They would be “re- 
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tween the two countries [if | 


nado]," says a US defence con- ce 





minded that the US purchases | 


are making a pitch for the 2 Baner 





100 











US AUNE.1988 e FAR EASTERN ECONOMIC REVIEW... 


mj ai es" > ; 
rean Defence Ministry recommenda- 
tion forwarded to the presidential Blue 
House, Samsung lagged behind Dae- 
woo Heavy Industries and Korean Air, 
both of which had airframe assembly ex- 
perience. But Samsung was given the 
nod several weeks after a private meet- 
ing between then president Chun Doo 
Hwan and Samsung founder Lee Byung 
Chul in late 1986. 

The decision came as a surprise to its 
competitors. “We were the first people 
in the aerospace industry and we natur- 
ally assumed we would be the winner,” 
said one Korean Air executive, who 
cited the firm’s pioneering work in air- 
craft assembly and flight testing. “I 
didn’t even think there was a need for 
competition.” But Samsung’s Lee, an 
influential figure, had his heart set on 
aerospace and those who knew him say 
it was one of his driving ambitions be- 
fore he died last November. 

While Samsung has a reputation for 
managerial skills and an ability to con- 
centrate resources, the decision still 
troubles many aerospace experts in 
Seoul. “In reality, Samsung did not 
have the capabi ay to be the systems in- 
tegrator for the FX programme,” says a 
source close to the company. “And even 
today I don’t feel they have the ability to 
be the programme manager for one of 
the world’s most sophisticated jets.” 





to buy back excess production, South 
Korea’s aerospace industry will not 
get off the ground. 

In the face of South Korea’s mount- 
ing trade surplus, US negotiators have 
stiffened their stance. Talks have stal- 
led over the issue of countertrade 
“buybacks” and how much control the 
US Government will have over pro- 
duction. 

South Korea is also likely to face 
marketing difficulties if it graduates 
from supplying components to selling 
aircraft under its own name. 
Moreover, a powerful South Korean 
aerospace industry could fuel tension 
in what is already one of the most 
heavily militarised parts of the world. 
ally, senior South Korean 
executives fret that the country lacks 
sufficient expertise and suffers an 
acute shortage of aeronautical en- 
gineers. The lack of resources is made 
worse by squabbling among the three 
leading aerospace companies, Sam- 
sung, Korean Air, and Daewoo; over 
how the business will be shared. 
te the obstacles, it is almost 
-certain that South Korea will emerge 
as a si t aerospace manufac- 
turer in the 1990s. The real question is 
whether the South Koreans will re- 
main content to supply components or 
will want to sell aircraft under their 
own name. 
— John McBeth and Mark Clifford 
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Observers also note the 
anomaly of having a company 
which is a jet engine assem- 
bler also acting as the systems 
integrator for the entire air- 
craft. They point out that Ko- 
rean Air already has sophisti- 
cated chemical milling 
capabilities, an environmen- 
tally controlled paint facility, 
a basic wiring shop, experi- 
ence in airframe work and a 
trained workforce. 

An American business- 
man familiar with industry 
feels that it is a moot point. 
“In terms of real credentials, 
there isn't much difference," 
he says, pointing to the gen- 
eral lack of experience in con- 
figuration, quality control 
and programme management. 

Shin admits that his biggest worry is 
Samsung's lack of project management, 
though e stresses that the company, 
which is investing Won 280 billion 
(US$378.4 million) in the FX program- 
me, will pay for the expertise needed. 
He says his company’s main aim is to 
make use of South Korea’s total indus- 
trial capability, though rivals say the 
prime contractor wants to keep the lion’s 
share of the project despite a decision in 
principle to share the work equally. 

While there have been no open 
moves to overturn the selection of Sam- 
sung, executives in the company’s 
aerospace division will not rest easy 
until the inter-government Memoran- 
dum of Understanding is signed and the 
[roc gets the go-ahead. Uncertainty 

as heightened since the ruling Demo- 
cratic Justice Party failed to win a 
majority in the April national assembly 
elections. Decisions which were made 
behind closed doors will now be subject 
to debate. "The opposition will have to 
approve the budget," says a source close 
to Samsung. 


Mis. the Koreans are press- 
ing ahead with their plans. Last 
year, an aerospace promotion law was 
assed in the national assembly to give a 
egal basis for government coordination 
on aerospace development. Under the 
legislation, a Korean Aerospace As- 
sociation has been formed to act as an 
authorised rivate-sector oversight 
committee. Insiders say it has still 
not been decided who will head the 
committee because of continued 
squabbling. 

The three firms have so far resisted 
government mediation attempts, most 
recently by senior Ministry of Trade and 
Industry officials anxious to find a way 
out of the deadlock. Meanwhile, Lucky- 
Goldstar chairman Koo Cha Kyung, 
who heads the Federation of Korean In- 
dustries, is standing in as a neutral chief. 

The committee, which will answer to 
an existing ministerial level panel, is ex- 
pected to ensure that individual com- 
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panies compete against each other as lit- 
tle as possible. “This is a national pro- 
gramme and we must devote ourselves 
to promoting the industry,” says Shin. 
e ever-optimistic South Koreans 
see a bright future for their fledgling 
industry, which Korean Air began only 
12 years ago with light helicopter as- 
semblies. Apart from carrying out 
specialised maintenance work on South 
orean air force and Pacific-based 
USAF aircraft, South Korean firms are 
now making components for McDon- 
nell Douglas, General Dynamics, 
Northrop, General Electric, Pratt & 
Whitney, British Aerospace, Boeing 
and Sikorsky Aerospace. 

There is lots of loose talk about the 
future, much of it clearly designed for 
domestic political consumption, such as 
promises that South Korea will be in a 
position to launch a satellite by the mid- 
1990s. “If you look at their plans, you'd 
think they'd be making the B1 bomber 
by 1995,” says a foreign contractor. 

The South Koreans' best hopes lie in 
a trainer aircraft that could be sold to 
developing countries, say Shin and 
others. They point to the example of 
Japan, which began assembling a suc- 
cession of fighter aircraft before de- 
veloping the Kawasaki XT-4 turbofan. 
Samsung Aerospace recently reached 
an agreement with British Aerospace to 
produce parts for the Hawk milita 
training plane. The company says it 
would like to develop a similar aircraft 
of its own for the overseas market by the 
turn of the century. Samsung is also in- 
trigued by McDonnell Douglas' offer to 
let it participate in the US contractor's 
space launch programme. 

Industry sources say the South Ko- 
reans are looking down the road to the 
possible manufacture of a short-haul 
passenger aircraft, particularly if China 
opens up to South “Korea, a home- 
grown surface-to-surface missile and 
possibly a surveillance drone. 

But it is one thing to build aircraft, 
quite another to sell them. "Their 
[domestic] needs [alone] do not justify 


101 





an industry,” says a foreign defence 
contractor, underlining the often-re- 
puse point that the South Koreans lag 

hind the Japanese and the Israelis in 
innovative skills. "They've got to have 
export ambitions.” 

Some Koreans agree. "South Ko- 
rean televisions and VTRs can be sold 
on the world market," says Korean Air 
senior vice-president Shim Yi Taek. 
“But who would buy a Korean air- 
craft?” Shim also worries about the lack 
of trained aeronautical engineers. The 
nation’s most prestigious university, 
Seoul National, graduates only about 30 
aeronautical engineers a year. 

Business leaders say a decision will 
be made in about 1993 as to whether the 
country will push ahead to develop a 
light trainer aircraft or concentrate 
on component manufacturing. While 
South Korea is confident that it can suc- 
ceed in simpler aerospace tasks, such as 
fabrication, assembly and bonding, exe- 
cutives worry that as their labour costs go 
up countries like China, India, Pakistan 
and Singapore will emerge ascompetitors. 

South Korea's arms industry, de- 
veloped about a decade ago, is currently 
running at less than half of its capacity. 
It may offer an instructive lesson in why 
it is important not to overbuild. It is also 
a source of controversy, with the South 
Koreans being accused of making unau- 
thorised sales of US-designed weapons. 

A more realistic alternative to full- 
scale aircraft manufacture is to simply 
make components. South Korean com- 
panies already do assembly, inspection, 
testing and overhaul work. Observers 
say that South Korea has room to grow 
in the business of repairing, overhauling 
and modifying aircraft and engines. 

But Hong Yong Shik, research direc- 
tor for Korean Airs Institute of 
Aeronautical Technology, says that 
with the US concentrating more on 
space, US firms are beginning to lose 
their competitiveness in the aircraft 
market. And as Japan “is having a prob- 
lem with the yen," he notes, "where else 
can the industry grow [in the Pacific re- 
gion] but [South] Korea?" u 
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US companies scramble to sell fighters to the Korean air force 


A Sous the FX lead-on contract is 
regarded as the jewel in the crown 
of future South Korean aerospace deve- 
lopment, the Defence Ministry has been 
letting little slip on what aircraft it 
favours as attention centres more on 
government-to-government talks over 
how the programme will be managed 
and what technology transfer the US ad- 
ministration is prepared to allow. 

In applying Foreign Military Sales 
(FMS) rules to part of the deal, Wash- 
ington wants 12 of the 120 new aircraft 
to be built in the US, with the next 36 
being assembled from kits in South 
Korea. The remaining 72 fighters 
would then be manufactured in South 
Korea, though the production run could 
be extended to 300 fighters or more to 
suit air force requirements and ensure a 
return on investment. 

The South Koreans, for their part, 
are proposing to buy three FMS aircraft 
and produce the rest under licence. 
Some officials are incensed at the way 
they feel the US stance implies a lack of 
confidence in South Korea's ability to 
build the aircraft from scratch. How- 
ever, the phased approach, which is de- 
signed to satisfy congressional critics, 
also makes practical sense. 

While the two sides argue over the 
arameters for the deal, the Republic of 
orea Air Force has been quietly build- 

ing up its fleet of Vietnam War-era 
McDonnell Douglas F4 Phantom 
fighter-bombers to serve in an interdic- 
tion and ground-support role until the 
new combat jet comes into service over 
the next decade. 

On top of the four squadrons of F4 C 
and Ds already in service, the air force is 
acquiring another 52 D and E versions 
which will be equipped with improved 
weapons release and inertial navigation 
systems. The former US Air Force air- 
craft are costing about USS2.5 million 
each and sources say a further US$1 mil- 
: vi lion will be needed to up- 

grade each jet. 

Meanwhile, McDon- 
nell Douglas, which is 
locked in à bitter contest 
with General Dynamics for 
the FX prize, has launch- 
ed a concerted sales cam- 

aign that has pushed the 

/A-18A Hornet to the 
forefront of the competi- 
tion. Still smarting over 
Japan's decision to buy 
General Dynamics Fl6s 
for its lead-on program- 
me, McDonnell Douglas 
has targeted South Korea 
as its top porn The US 
giant and its local repre- 
sentative, Koverseas, is 
said to have eight retired 





Korean air force generals engaged on 
the FX and related. projects. 

Cost differences are much-debated. 
Under 1986 US Government pricing, 
120 F16s worked out at about US$2.8 
billion, compared with US$4.4 billion 
for a similar F18 order. But in an effort 
to sweeten the pot further, General 
Dynamics consolidated the initial pur- 
chase price with the estimated cost of 
operation and support over a 20-year 
qv and came up with a figure of 

S$4.7 billion for the F16, against 
USS7.6 billion for the F18. The gap nar- 
rowed, however, when the two submit- 
ted rough offers earlier this year. Gen- 
eral Dynamics’ price rose to US$2.9 bil- 
lion, reflecting a change in exchange 
rates, while the McDonnell Douglas es- 
timate dropped to US$3.2 billion as a 
result of a reassessment of capital equip- 
ment and South Korean labour content 
and a reduction in alternate mission 
capability. 

Given the South Korean interest in 
developing an aerospace industr 
around the FX programme, McDonneil 
Douglas is seen to have one significant 
advantage. Unlike General Dynamics, 
it has everything in-house, including 
commercial aircraft and helicopters. 

Military specialists warn against 
placing too much emphasis on relative 
permanent While the F16 is said to 

ave the edge in air superiority at higher 
altitudes, the twin-engined F18 is consi- 
dered to be better in its dual role as an 
all-weather, close-support fighter — a 
requirement the South Koreans are said 
to be looking for. 

But given the fact that the Korean 
Air Force has a compatible infrastruc- 
ture to support the 36 F-16s it has al- 
ready agreed to acquire, some analysts 
consider it a mistake to go for a new air- 
craft which will require an entirely dif- 
ferent logistics system. And one that de- 
parts from its previous dependence on the 
USAF and falls under US Navy support. 

Both US corporations have come u 
with attractive offset packages, which 
are contingent on what is decided in 
government-to-government talks. Gen- 
eral Dynamics is offering direct offset 
amounting to at least 40% of the total 
programme cost. This would be ac- 
complished by locally producing 90% of 
the airframe, transferring modular-type 
technologies unique to the F16, and al- 
lowing buy-back provisions for 38 major 
avionics systems and other sub-systems. 

In addition to support and joint-ven- 
ture proposals requiring a layout of 
some US$60 million, the Fort Worth- 
based company has also promised a 
long-term commitment to assist in the 
design of a new-generation jet fighter, 
which would ultimately replace the 

-16. General Dynamics is also consider- 
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ing an additional plan for 
assisting in overall indus- 
try development. 

With 16 countries 
placing orders for a total 
of more than 3,000 air- 
craft, the F16 is already 
the largest multi-national 
production programme in 
aviation ecu Bel- 
gium, the Netherlands 
and Turkey have estab- 
lished assembly lines, 
and other co-producers 
— apart from South 
Korea — include Norway 
and Denmark (compo- 
nents), Greece (engine 


E 


e$ 


Donnell Douglas F18: in-house advantage. 


= um 


But if the order is for the 
F18, GE will walk away 
with the contract. 
Samsung Aerospace 
will assemble the engines 
as well as act as prime 
contractor for the overall 
FX programme. Both GD 
and United Technologies" 
Pratt & Whitney are woo- 
ing Samsung with offers 
of transferring a range of 
basic metallurgy techno- 
logies, promises of buy- 
backs for transferred com- 
ponent technologies, and 
the chance to participate 
in the development of 








parts), Israel (avionics), 
Singapore (sub-systems) and Indonesia 
(alternate mission equipment). 


M cDonnell Dongas is offering what 
vice-president James Caldwell calls 
a “total industry-development ap- 
roach” which he says could bind it in an 
industrial dr tn S with the South 
Koreans for the next 30 years. Indepen- 
dent sources say the company is propos- 
ing 80% offset on the FX deal. Caldwell 
insists there are no hard numbers, but 
he claims the overall benefits to South 
Korea could be “far in excess" of the 
US$3.2 billion price tag. 
Included in McDonnell Douglas’ 





package is a pledge to assist South 
Korea in developing a satellite-launch 
capability and in setting up an aerospace 
research centre. The F4 upgrade pro- 
gramme is also part of the proposal, 
along with an offer to co-produce the 
sophisticated Apache attack helicopter 
and a stretched version of the 500 MD 
light helicopter. 

With the price of jet engines rivalling 
the cost of the airframe, it is no surprise 
that industry giants General Electric 
and Pratt & Whitney are duelling for the 
separate FX engine contract. If South 
Korea chooses the F16, Pratt & Whit- 
ney has an edge with its F100 engine. 





new engines. 

Both Pratt & Whitney and GE are 
trying to lure Samsung with the prospect 
of buying into a joint venture to develop 
a new aircraft engine, Samsung, along 
with other aviation companies, would 
put up à percentage of the development 
costs and be guaranteed a certain share 
of revenues if the engine was commer- 
cially developed. 

The opportunity to buy into the 
global jet engine market through these 
so-called “revenue-sharing” programmes 
is a mixed blessing. Successful revenue- 
sharing means business down the road. 
But there is no guarantee of success. 

"These days manufacturers are not 





Since it was founded in 1946, the Far Eastern 
Economic Review has been dedicated to the in- 
depth, authoritative analysis of the political, econo- 
mic and financial affairs of every single country in 
the Asia/Pacific region. Boasting a staff of over 40 
full-time correspondents and journalists located in 
every country in the region, the Review is consi- 
dered to be the leading publication on Asian affairs 
in the world and deemed essential reading for 
senior executives in business, banking, govern- 
ment and the professions. 


Over 85% of the Review's circulation is on pre- 
paid subscription, and a new survey of Review 
subscribers has just been completed by Interna- 
tional Research Associates (HK) Ltd. 

Review subscribers are primarily top manage- 
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decisions for their companies and wield enormous 
purchasing power. 

For a complete copy of the Review Subscriber 
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letterhead to: 


TEASA Mr Samuel J. Atlee 


Gen. Manager — Marketing & Sales 
Far Eastern Economic Review 
GPO Box 160 


Hongkong 


Or any one of our sales offices worldwide 


FAR EASTERN ECONOMIC REVIEW e S JUNE 1988 


GUARANTEED INCOME 
ON THE 
STOCK MARKET ? 


Yes. Another first from Investors World, the Monaco-hased international financial newsletter that presents world 
investment opportunities. 

This time, we present a revolutionary new scheme that will GUARANTEE you 7% RETURN per annum* on your 
investment in the 


ALTERNATIVE SHARE PROGRAM 


PLUS, of course, the REAL chance to earn on solid, fast-growth companies listed on the world's key stock exchanges. All 


companies in the program are carefully screened. The program itself MUST rely on winners because it is organized in 
such a way that the company offering it only earns when YOU do! 
When you join the Alternative Share Program, your 73 per annum guaranteed return is stashed away in a trustee-held 


dossier for you. Not a cent uf it is touched. When you start to earn, however, the company charges you a percentage of the 


profit that your stocks make after that. A simple idea from positive people. 

Do you know anyone else who is CERTAIN enough that your stocks ARE going to rise to risk waiting around for their 
own profits" We don't. But, the Investors World motto has always been 

"If you know what you're doing, you'll make money” 

That's why we are recommending the Alternative Share Program 


If YOU want to make money with it, fill in the coupon below. 
The sooner you do it, the sooner you could earn. *Only applicatie if funda remain invested for one full year 














TEL (OFFICE) TEL (RES) 





Return this coupon to: Investors World, "Le Mercator", Fontvieille, MC 98000, MONACO. 
TEL (33) 932560 70° TELEX: 489582/WWDS MC. FAX: 9325 14 67 
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“treating [South] Kore i - 
a. senior South i 
executive. “They are not simply sub- 
contracting to us. They are asking for 
risk-sharing. There are development 
costs and non-recurring costs that we 
must pay.” 

This is the new international division 
of labour, giving Samsung and other 
fledgeling aerospace manufacturers not 
only basic technology, but also the pros- 
pect of proportional market share and 
the opportunity to specialise in certain 
kinds of parts. For while Samsung might 
like to stamp its name on a jet engine, 
the goal is beyond its grasp. “Building a 
new jet engine can take 10 years and 
cost US$2 billion,” says an industry 
source. "They don't have that kind of 
time and money." Moreover, they need 
a guarantee that a market will exist. 

— John McBeth and Mark Clifford 


INDUSTRY 


By Jose Galang in Manila 


Ta Philippines’ Car Development 

Programme (CDP), the latest at- 
tempt to revive local car manufacturing, 
will be an all-Japanese affair. Toyota 
Motor Corp. sealed its participation in 
the programme in mid-May with an un- 

Meum bid for the production facilities 
of Delta Motor Corp., the local assem- 
bler of Toyota vehicles. It now joins 
Pilipinas Nissan and Mitsubishi assem- 
bler Philippine Automotive Manufac- 
turing Corp. 

The Delta car assembly plant, which 
was shut down in 1984 after failing to 
pay debts of about P1.6 billion 
(US$76.9 million) to the state-owned 
Philippine National Bank, was bought 
by Toyota for P131 million. It is sche- 
duled to restart production in the mid- 
die of next year, though the former own- 
ers of the company, a group led by Mar- 
cos crony Ricardo Silverio, have laid claim 
to the plant. A courtcase is pending. 

Toyota is ane up a joint venture 
with a local group led by Metropolitan 
Bank and Trust Co., which will own 

60% of the new car company, and Mit- 
sui and Co., which will share the re- 
maining capital with Toyota. 

The CDP, which was launched by the 
overnment's Board of Investments 
Bol) late last year, aims to develop the 

local car industry and to create a competi- 
tive components manufacturing sector. 
Under the programme, producers will 
have to earn the foreign exchange they 














Korean: aerospace: 








Rivals — 





The participants in Seoul's aerospace venture 


SAMSUNG has progressed from over- 
hauling General Electric J79 and J85 en- 
gines in the early 1980s to producing 
major components and assembling en- 
tire power plants. It is currently over- 
hauling Pratt & Whitney F100 engines 
for Pacific-based USAF Fl5s. Engine 
overhauls and the production of jet en- 
gine parts accounted for 35% of total 
revenue of Won 89.6 billion (US$121.1 
million) in 1986. It recently made its first 
venture into the airframe business, sup- 
plying parts for Boeing. 

Samsung has budgeted Won 270 bil- 
lion for expansion work over the 1988- 
91 period, including the construction of 
a new assembly plant at the South Ko- 


Just ticking over 


Toyota joins bid to revive Philippine car industry 


Ferdinand Marcos in 1973. It aimed to 
gradually increase the local content of 
Philippine-assembled cars but fell 
apart after 10 years as the escalating 
cost of imported car kits meant the 
programme was no longer viable. A for- 
eign-exchange crisis and depressed 
domestic demand put an end to the pro- 
gramme. 

Under the PCMP, Philippine car 
production rose to a peak of 34,328 
units in 1978 and later levelled off at 
27,740 by 1983. Economic recession in 
1984 cut car output to 5,986, and to 
3,640 by 1986. 

Manila expects the economic recov- 
ery to raise car sales to about 10,000 


units, compared to 5,543 in 1987. In the | 


first three months of this year, sales 
reached 2,203, compared to 1,016 in the 
same perioda yearago. 


rean Air Force's Saechon training wing 
to handle the FX fighter programme. 
The forging of a partnership with Bell 
Helicopter Textron involves the manu- 
facture of components for Bell's 412 
helicopter — one of the contenders for 
an expected South Korean army con- 
tract for 400 helicopters. 


KOREAN AIR was the first South Ko- 
rean company to enter the aerospace 
business in 1976 when it began the as- 
sembly of about 200 Hughes (now Mc- 
Donnell Douglas) 500MD(MD500) light 
helicopters for the army. The company 
has since supplied a further 144 com- 
mercial fuselage assemblies under 


{nn nn 


Under the CDP, imports of built-up 
versions of cars produced by local as- 
semblers are banned. In addition, the 
Bol is recommending the scrapping of a 
| 15% ad valorem tax and acut from 30% 
to 10% in the import duty on kits for 
| smaller cars (1,300 cc). On the other 
hand, higher taxes are proposed on kits 
for cars with more powerful engines. 

A locally assembled compact sedan 
(1,400 cc) now costs some P200-250,000 
— well beyond the reach of the average 
| Philippine employee. A top-of-the-line 
Nissan Maxima (2,000 cc) sells for 
nearly P. 500,000. The aim of the CDP is 
to lower the price of the most basic car 
(1300 cc) to about P150,000. 

According to analysts the local mar- 
ket is just not big enough to support any 
of the CDP projects. Bol officials, how- 
ever, insist that the scheme will aim to 
develop an extensive car-parts manufac- 
| turing industry that will be competitive in 
world markets. Government officials 
believe that the reduction in car 


prices and the creation of some 8,000 
extra jobs by the programme, should, 
along with the 
covery, 





general economic re- 
an expanding mar- 
ket for cars. Prelimin- 


ensure 





The latest car pro- 
gramme limits the 
number of particip- 
ants to three firms. 
Each will produce up 
to three basic models, 
with four- and six- 
cylinder engines of 
1,300-2,400 cc capa- 
cities, and two vari- 
ants, which will fea- 
ture slight body and 
engine changes. The 
defunct PCMP had 
five participants (in- | 











need by exporting car parts. cluding Ford and 
In effect, the CDP is a revival of the | General Motors) 
Progressive Car Manufacturing Pro- | which one time pro- 
ramme (PCMP), which was launched | duced 40 different 
y the government of former president | models. 
L 1 a 
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Manila highways: recovery expected. 


ary projections point 
to car sales of some 
25,000 units by 1990. 
Meanwhile, a pro- 
posal now being dis- 
cussed in Congress to 
allow the import of 
used cars by Filipinos 
working abroad could 
hurt the prospects of 
the car programme. 
Thescheme will notin- 
volve. any foreign-ex- 
change outflow butitis 
expected to earn “mil- 
lions” in taxes, accord- 
ing to its proponents. 
~The moveis also expect- 
ed to boost the local 


car-services sector. ü 
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offset. arrangements with McDonnell 
Douglas and recently entered into a sec- 
ond contract to build 150 more, this time 
with double the input. In 1981, it entered 
into a five-year contract with Northrop 
for 68 locally assembled F5E and F inter- 
ceptors. 
Much of Korean Air's business in- 
volves maintenance work for the USAF, 
which it took over from Taiwan-based 
Air Asia about 10 years ago. In eight 
hangars covering a total area of 310,000 
ft technicians carry out sophisticated 
repairs on F4, F15 and F16 fighters, A10 
close support aircraft, C123 and C130 


twin- and single-rotor helicopters. 

In the past two years, the company 
has signed contracts with Boeing for 300 
wing-tip extensions for 747-400 jets — 
the first time the US company has trans- 
ferred wing portions of their models to 





COMPANIES 


By Mark Clifford in Seoul 


T: merger of the consumer elec- 
tronics and semiconductor opera- 
tions of South Korea’s giant Samsung 

roup is a bold gamble to strengthen its 
international market performance. The 
combined enterprise will be a US$5 
billion-a-year company. 

Company officials say that the 
merger of Samsung Electronics with 
Samsung Semiconductor and Telecom- 
munications (SST) is designed to elimi- 
nate overlapping product lines, make 
more efficient use of research and deve- 
lopment resources, and achieve the elu- 
sive goal of “synergy.” 

But analysts in Seoul say that the 
move also reflects the strategy of new 
Samsung chairman Lee Hun Kee to 
consolidate control over the group's 
core holdings. 

“This decision came very much from 
on high and was kept a secret until the 
last minute, which leads me to believe 
there is more to it than simply economic 
efficiency," says an analyst with close 
ties to the company. "People in Sam- 
sung are scratching their heads." 

Lee took control of the country's 
largest business group after his father, 
who founded Samsung 50 years ago, 
died last November (REVIEW, 10 Dec. 
°87). 

Lee is the largest non-corporate 
shareholder of both companies, with a 
7.7% share of Samsung Electronics and 
a 6.2% holding in SST. Persistent re- 
ports suggest that Lee, who is the third 
son of the late chairman, has had trou- 
| ble consolidating his authority over the 
| group because of disagreements among 

$ amily members. 





cargo aircraft and at least seven types of | 




















overseas producers — and for a similar 
number of B747 flap track fairings. It 
has also completed deals with the Doug- 
las Aircraft Co. (DAC) and the Austra- 
lia-based HDH to produce major sheet 
metal assemblies for MD80 passenger 
jets, and is currently supplying wing fil- 
lets for DAC's MD11 and engine parts 
for Pratt & Whitney. 

The division plans to increase its 
1,600-strong workforce to 2,000 by the 
end of this year and 3,200 by 1992 to 
handle a share of the FX fighter pro- 
gramme and an expected 20% increase 
in USAF work. 


DAEWOO HEAVY INDUSTRIES’ 
aerospace products division was estab- 


lished in 1983. By mid-1985, it had | 


begun to supply 500 F16 centre fuselage 
components and ventral fins for General 
Dynamics under a US$130 million di- 


Fine tuning for profit 


Samsung's chief consolidates control by merging two subsidiaries 


Fusing the two management struc- 
tures will allow Samsung's powerful of- 
fice of the chairman, the group's elite 
management core, to be more closely 
involved with the core electronics areas. 
And, because Lee has roughly equal 
stakes in both companies, the stock 
swap will not dilute his holdings while 
rival family members with shares in only 
one of the companies will see their hold- 
ings watered down. 

There are, however, sound business 
reasons for the merger of the two publicly 
listed companies. The newentity — tobe 
known as Samsung Electronics — brings 
together the largest and fourth largest 


| operating companies ofthe more than two 


dozen companies in the Samsung group. 


E ES new venture will emphasise the 
industrial electronics market, which 
will make up 38% of Samsung Elec- 
tronics after the merger, compared with 
only 15% before. Samsung officials say 
that the consumer electronics division 
has faced difficulties recently in trying 
to shift from making private-label mer- 
chandise and inexpensive consumer 


electronics to higher value-added pro- | 


ducts. 


The merger will also reduce SST's | 


high gearing ratio because of Samsung 


Electronics’ healthy cash flow. As a re- | 


sult, the semiconductor divison’s debt- 
to-equity ratio will be cut from 6.6:1 to 
about 3.3:1, says Hoare Govett analyst 
Sean Goldrick. 

Additional cash will come from the 
planned sale of Samsung Electronics’ 
20.2% share in SST. At current share 
levels, the sale would fetch about Won 





rect-offset package attached to 


South 
Korea’s US$980 million purchase of 36 


lion in indirect offset. 

Daewoo also turns out wing spars and 
wing ribs for Boeing 737/767 passenger 
jets and in late 1985 entered into an 
offset contract with Northrop to provide 

| Stretched upper decks for 100 Boeing 
747s. Recently, it signed a US$240 mil- 
lion contract with British Aerospace to 
assist in the manufacturing of wing spars. 

Daewoo and British Aerospace are 

negotiating a joint venture for the pro- 


with Samsung-Bell, the Korean com- 
pany has formed a 50-50 venture with 
Sikorsky Aerospace to assemble the 
H-76 Eagle, the other prime contender 


for the army's pending helicopter con- ` 


tract. — John McBeth and Mark Clifford 





95 billion (US$128.4 million), which 


will help in the expensive battle 
to become a global electronics lead- 
er. 

Annual capital spending for the next 
few years is expected to be at least as 
high as 1987's Won 355 billion. 

Company officials say that the 
merger will allow design engineers in 
the two companies to work more 
closely. This should help SST's at- 
tempt to reduce its reliance on com- 
modity memory chips and move into 
more specialised semiconductors 
(REVIEW, 7 Apr.). 

Moreover, observers suggest that 
the sweeping reorganisation of the rival 
Goldstar group last year (REVIEW, 19 
Nov. '87), which is beginning to pay off 
in sharpened performance, cannot have 
been lost on Samsung management. 
Company officials say, however, that 
there is no direct relation between the 
| merger and Goldstar’s reorganisa- 
tion. 

The new entity, which will be listed 
on 1 January 1989, is expected to be the 
second-largest capitalised company on 
the Korea Stock Exchange, after the 
Pohang Iron and Steel Co. It will have 


an expected market capitalisation of | 


Won 950 billion and will also be one of 
South Korea's largest employers, with 
35,000 workers. 
The combined sales of the com- 

panies last year were Won 2.9 tril- 

lion with net earnings of Won 50.1 bil- 
| lion. Profits for 1988 are estimated at 
i US$157 million on a turnover of US$5 
| billion. 
i In other recent moves, Samsung 
| Electronics has acquired Micro 
| Five, a small US electronics com- 
| pany. Samsung is said to be bidding 
| for the consumer electronics divi- 
| 
| 





sion of Zenith Electronics, a US con- 
cern whose sales last year were almost 
| US$2 billion. Zenith is said to be tlie 
| subject of bids by Philips, Hitachi, 
| Toshiba and Sanyo. ü 


F16s. The deal also involved US$200.mil- | 


duction of Hawk two-seat trainer- | E 
ground attack jets. And in competition. 
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Donations gratefully given 


Japan offers China cheap credit rather than direct investment 


By Louise do Rosario 


Joa is expected to offer China a 
soft-loan package of up to ¥700-800 
billion (US$6.41 billion) when Prime 
Minister Noboru Takeshita visits Pe- 
king in August. This impressive sum for 
the early 1990s compares with the 
¥ 1,177 billion the Chinese originally re- 
quested. However, the Japanese offer is 
almost double its 1984-90 package. It 
will go a long way to ease, but not to re- 
move, the tensions underlying bilateral 
economic relations. 

Peking will certainly appreciate 
Japan’s financial assistance but will con- 
tinue to press Tokyo for greater access 
to Japanese markets, greater 
technology transfer and more di- 
rect investment in China. For the 
moment, the new aid package will 
win much goodwill. China needs 
foreign exchange for modernisa- 
tion but is reluctant to borrow 
more commercially for fear of re- 
payment difficulties. 

Japan’s aid, disbursed through 
the Overseas Economic Coopera- 
tion Fund (OECF), will ensure a 
regular source of abundant, cheap 
yen financing for China’s Eighth 
Five-Year Plan (1991-95). The 
aid, together with bonds, export 
credit and commercial loans 
raised by Japanese institutions, 
will also reinforce Japan’s posi- 
tion as the leading credit supplier 
to Peking. 

Details of the aid package have 
yet to be finalised. Projects ex- 
pected to use the aid include rail- 
ways, power-generation plants, 
hydroelectricity stations, ports, 
equipment, gas facilities and an 
aluminium plant. In the past, 
OECF loans to China have been 
repayable over 30 years, with an 
annual interest of 3%. 

Aid, which accounts for about 
half of China’s total foreign 
borrowings, is playing an increas- 
ingly important role in China’s 
economic development. By the early 
1990s, China will receive at least US$4 
billion worth of aid a year from two 
bodies alone, OECF and the World 
Bank. 

China is set to challenge India as the 
largest aid recipient in the region. Many 
important Chinese infrastructural pro- 
jects are now bifilt with foreign aid — an 
illustration of how far the country has 
rejected former leader Mao Zedong’s 
tenets of economic self-sufficiency. By 
the end of June, the World Bank, the 
largest supplier of aid to China, will 
have committed US$7.21 billion worth 
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of loans. It is to provide China with up 
to US$3 billion worth of loans a year by 
1991-92. 

In post-Mao China, Japan was the 
first country to offer sizeable develop- 
ment assistance. From 1980-83, Japan 
lent €200 billion and another ¥470 bil- 
lion is scheduled for 1984-90. In addi- 
tion, the Export-Import Bank of Japan 
(Ex-Im Bank) provided ¥420 billion 
worth of low-interest loans from 1979- 
84 and is committed to provide ¥580 
billion for 1984-90. In mid-May, Japan 
offered an extra ¥100 billion worth of 
aid to recycle its trade surplus. Japanese 


JAPANESE AID TO CHINA 


Qc» 


eo iron and steel complex 


Source: Ministry of Foreign Affairs, Japan. 


grants have also financed public-service 
projects, such as the Sino-Japanese 
Friendship Hospital, in Peking. 


J apan's financial generosity, however, 
only helps bilateral relations up-to a 
point. Chinese elder statesmen, who 
suffered during the Japanese invasion, 
have exceptionally high expectations of 
what Japan should do for China. Aid is 
helpful but not sufficient. To Japanese 
visitors, paramount leader Deng Xiao- 
ping has raised the issue of unclaimed 
war damages — a reminder that China 
deserves more assistance from Japan. 






























Communication network 
improvements 


Hydroelectric power 








Japan's investment in- China, how- 
ever, remains low. At end-1987, Japan 
had 411 investment projects of US$1.9 
billion or 8.796 by value of China's total 
foreign investment. Peking has been 
disappointed that while the rising yen 
has led to a big jump in Japanese invest- 
ment in South Korea, Taiwan, Thailand 
and elsewhere, but not in China. 

China's trade deficit with Japan, 
once the focal point of strained rela- 
tions, dropped from US$5.13 billion in 
1986 to US$1.32 billion last year, ac- 
cording to Chinese customs figures. The 
reduced deficit, however, was achieved 
by a 24% reduction in Japanese imports 
and can easily widen once China goeson 
another buying spree. 

A more balanced trade picture, 
meanwhile, provides a favourable set- 
ting for the aid negotiation. In mid- 
1987, China put forward to Japan a list 
of 31 projects costing € 1,177 billion for 
the proposed third aid package. Only 
about half this list is still active. 
Some ideas, such as the ¥180 
billion extension of Shanghai's 
Baoshan steel plant and a ¥140 
billion steel plant in Nanjing, have 
been dropped. Others will be fi- 
nanced by the unused X90 billion 
of the second aid package. The 
latest proposal for 20 projects — 
half the original list plus some ad- 
ditions — will cost about € 560 bil- 
lion. This sum represents "too 
small an increase from the last 
package," insisted a Japanese dip- 
lomat. The final proposed sum will 
be around ¥700-800 billion, he 
said, and will cover the five or six 
years from 1989, 

The Japanese aid will come 
at a time when China is moving 
away from costly yen financ- 
ing. Only half of the ¥580 
billion export credit pro- 
vided by the Ex-Im Bank for 
1984-90 has been drawn so far. 
China has already started re- 
aying some of the bank's 
oans and is expected to ask 
for even less when the present 
arrangement expires. 

Given the sensitive rela- 
tions between donor and reci- 
pient, the OECF loans are 
all capital-intensive projects. 


REVIEWMAP by Andy Tara World Bank aid to China 


covers technical cooperation or reform 
programmes. Japan seems content to be 
a passive donor rather than engaging in 
the more detailed process of planning 
and implementation. Its low commit- 
ment is reflected in the fact that the 
OECF has only two staff members in Pe- 
king. One Japanese source said: “The 
OECF, as an extension of the Japanese 
Government, finds it difficult to make 
the same demands on the financed pro- 
jects as, say, an international organisa- 
tion like the World Bank. If the OECF 
did that, it would be accused of interfer- 
ing in China's domestic affairs." ü 
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New cut of the cloth 


The EC floats the idea of free trade in textiles 


By Shada Islam in Brussels 


At countries struggling to free 
world textiles trade from the con- 
straints of the Multi-Fibre Arrangement 
(MFA) may have found a cautious ally 
in the European Community. 

The EC Commission has put for- 
ward proposals to bring textile trade 
once more under the auspices of free 
trade principles of the General Agree- 
ment of Tariffs and Trade (Gatt). The 
proposals have been sent to a Gatt 
negotiating group which is discussing 
textiles in Geneva as part of the Uruguay 
Round of tariff-cutting measures. 

The EC move signals the commun- 
ity’s readiness to start discussing ways of 
liberalising world trade in textiles. The 
EC is the first textile importing bloc to 
have suggested such a move. The mes- 
sage, oe to the head of the EC 
delegation in Geneva, Tran Van Tinh, 
is that the community wants to negoti- 
ate now on the procedures for a return 
of the 14-year-old MFA into Gatt. 

Although no specific deadline has 
been set, the EC is echoing demands al- 
ready made in recent months by Pakis- 
tan and Indonesia. Under certain cir- 
cumstances, the EC is making clear, the 
community is ready to envisage the ap- 
plication of basic Gatt principles on free 
trade to the textiles sector. 

The US$130 billion-a-year trade in 
textiles and clothing has been protected 
by “temporary” MFA-imposed quotas 
and bilateral restraint deals since 1974. 
The latest MFA deal was negotiated in 
1986 for a period of five years and, 
under American insistence, was ex- 
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tended to cover all fibres, including silk 
blends and ramie. 

The EC proposals have, as expected, 
sent chills iun the backs of Europe's 
pro-MFA industrialists and member 
states such as France, Portugal and 
Spain which are committed to protect- 
ing their national textile producers from 
outside competition. 

EC textile manufacturers grouped 
within the powerful “Comitextil” con- 
federation say they are against any 
“sudden” moves to eliminate the MFA. 
“We don’t want to liberalise the textile 
sector when there is no indication of 
concrete measures by others to conform 
to Gatt rules,” insists the Comitextil 
chief in Brussels, Camille Blum. 


CS has, however, been reas- 
sured by EC insistence that any 
liberalisation of world textiles trade will 
have to be “progressive and realistic.” 
The EC has also taken up its industries’ 
call for better access to textile markets 
in countries like South Korea. 

Most importantly, the EC makes its 
call for a dismantling of the MFA condi- 
tional on a series of concessions to be 
made by other participants and a “rein- 
forcement” of Gatt rules and disciplines 
in several important sectors. EC 
negotiators insist that in order to 
achieve "durable conditions" for more 
balanced trade in textiles, progress must 
be obtained in other Uruguay Round 
negotiations on eliminating subsidies, 
dumping, safeguards and protection of 
intellectual property rights. 


arit power scheme 


tary Lok Bahadur Shrestha. Thereis 


-. some concern that without at least part 


the project on stream by the mi 





The emphasis put on the negotiation 
of an improved Gatt safeguard clause is 
particularly significant. The EC has 
long been in favour of hammering out a 
"selective" safeguard mechanism. Such 
a mechanism would allow the commun- 
| ity to place restrictions on specific pro- 
ducts and countries without hitting 
other suppliers. The EC is now ex- 
pected to argue that the MFA could be 
dismantled gradually if Gatt can work 
out a tougher, selective safeguard 
clause. In addition, the EC is insisting 
that Gatt should work harder to ensure 
the protection of designs and models 
against counterfeiters. 

The EC plans falls considerably 


| short of the more detailed proposals for 


phasing out the MFA presented by In- 


| donesia, speaking on behalf of other ex- 


porters as well, and Pakistan: Indonesia 
spelt out developing countries' increas- 
ing frustration at seeing the transforma- 
tion of the "temporary" MFA into a 
permanent mechanism of “discriminat- 
ory restricions" against their exports. 
Indonesia insists that work should begin 
immediately on freezing further MFA 
restrictions, reducing the number of 
products covered by quotas, and relax- 
ing and eliminating restrictions. 


i Developing countries also say they 


want an elimination of MFA concepts 
and practices, such as the idea of “risk of 
market disruption," which are incom- 
patible with Gatt. Going a step further, 
a Pakistani plan underlines that minis- 
ters meeting in December for the 
Uruguay Round's mid-term review 
should agree to freeze the MFA in 1989 
and decide on a five-year framework for 
demolishing it. 

The EC proposals lay down no such 
specific timetable for action. Its failure 
to make any new commitments has pro- 
voked speculation that is proposals 
are little more than a public relations 
drive. 
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Riding out the yen 


Despite currency appreciation, Japanese exports soar 


By Nigel Holloway in Tokyo 


Josse exports have boomed de- 
spite an 88% appreciation in the yen 
against the US dollar in the past two- 
and-a-half years. They are running so 
strongly that some economists can see 
no significant fall in Japan's trade 
surplus this year. 

xports were up 17% to US$60.1 bil- 


lion in the first quarter of 1988 com- | 


pared to the same period last year. Part 
of this strong performance is because in 
dollar terms, exporters earn more for 
the same volume of goods. 

But, significantly, the volume of ex- 
ports is up. After some downward pres- 
sure last year, volumes increased in five 
of the six months to March. In the first 
three months of this year, Japanese ex- 
porters sold 2.8% more goods than in 
the first quarter of 1987. 


BUDGETS 





There are several reasons for the 
growth. Japan's exporters have made 
considerable savings from cheaper raw 
materials — oil in particular. Exporters 
have also streamlined their operations 
to maximise the yen-induced cheaper 
imported commodities and compo- 
nents. Toyota, for example, made 
Thursday and Friday the “weekend” to 
enable their Japanese factories to use 
the cheaper electricity on Saturday and 
Sunday. 

Manufacturers have also minimised 
the disadvantages of a stronger yen by 
making higher-value goods and by cut- 
ting profit margins a little in overseas 
markets. The effect of endaka — the Ja- 
panese term for the stronger yen — is 
not fully passed on in higher retail 
prices, for example. The squeeze on 





JAPAN'S EXPORTERS 
SHAKE OFF ENDAKA 
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Mini-budget magic tricks 


Australia's Treasurer dazzles with tax and spending changes 


By Michael Malik in Sydney 


he Australian satirical magazine The 

Eye runs a comic strip depicting 
Treasurer Paul Keating as Manduck, a 
stage magician who regularly bemuses 
his audience with hypnosis and tricks. In 
presenting his economic statement — 
dubbed a mini-budget — on 25 May, 
Keating came close to matching the 
image. 

A  wide-sweeping collection of 
spending cuts and tax changes, which, 
he declared, were possible because of a 
forecast A$3 billion (US$2.46 billion) 
surplus for the next financial year start- 
ing in July, were pulled from his hat with 
the promise that they would "take the 
nation into the 21st century." 

Initial domestic and foreign reaction 
to the continued restraint was favoura- 
ble. Coupled with a half-point rise in 
major banks' interest rates to 1496, it 
helped push the Australian dollar to a 
three-year high and through the 80-US 
cent barrier. 

But on closer examination, apart 
from an immediate cut in company-tax 
rates from 49% to 39%, a new tax on 
superannuation funds and a tax on 
offshore earnings. in tax havens, most 
of the proposals will not come into ef- 
fect for a year or more. In fact, they ap- 
pear to be well timed to provide an elec- 





toral boost to the ruling Labor Party. 

Chief among the delayed benefits 
was a promise of substantial personal 
tax cuts — but not until the 1989-90 fi- 
nancial year and then only if trade 
unions submit "acceptable" wage claims 
in the coming year. Keating had already 
secured support for this tax promise 
from the leadership of the Australian 
Congress of Trade Unions (ACTU). 
But whether that will be good enough 
for individual unions remains to be 
seen. 

In any case, it clearly puts Keating — 
widely expected to succeed Bob Hawke 
as Labor leader either just before or just 
after the next election in at most two 
years time — in a no-lose situation. 
Either the tax handout will win him a 
new term or he will not be in office to 
cope with its consequences. 

Among Keating's delayed moves 
was the removal of the tax-free status 
from the gold mining industry — but not 
until 1995. It is widely believed that an 
immediate move to bring gold into the 
tax net was considered seriously, but 
was delayed because of a strident pub- 
lic-relations campaign by the industry. 
The campaign called into question 
Prime Minister Hawke’s credibility if he 
imposed such a tax because of his pre- 











| Industrial supplies including steel 
b | — of which metals 


of which chemicals 






election pledge last year that no tax 
would be levied during the life of the 
present administration. 

Some of the immediately obvious be- 
nefits to industry from the A$980 mil- 
lion cut in corporate tax were taken 
back with the other hand. About A$190 
million will be clawed back through the 
abolition of the five- or three-year de- 
preciation period and the switch to de- 
preciation over the effective life of 
plant. The new tax on income earned by 
Australians from investments in tax- 


| haven countries, including Hongkong, 


will yield an expected A$85 million in its 
first year. 

Tariff cuts put into effect by Keating, 
aimed at cutting costs and encouraging 
Australian manufacturers to look for 
foreign markets, are also less dramatic 
than they at first appear. Although most 
protective tariffs above 15% will be re- 
duced to this level this year, there are 
several exceptions — including com- 
munications equipment, textiles, cloth- 
ing and footwear, which will all keep 
their added protection. The total with- 
drawal of protective tariffs will pro- 
ren over a five-year period ending in 

The effects the 15% tax on superan- 


2 





108 


S JUNE. T888-« FAR EASTERN ECONOMIC REVIEW 











profits has been surprisingly slight. 
Sanwa Research Institute reckons the 
rofitability of Japanese exports has 
rary dropped at all since September 

Endaka has affected products diffe- 
rently. The dollar sales of ships, trucks, 
buses, motorcycles and consumer dura- 
bles, such as radios and video recorders, 
were flat or lower in the year to March 
1988. These comprised 21% of total ex- 
ports of US$238 billion. Car exports 
grew by 10% to US$37.2 billion and 
chemicals were also sharply higher. But 
the biggest jump was in electrical and 
non-electrical machinery. These two 
categories grew by a fifth to US$84.8 
billion. Sales of machine tools, office 
equipment, such as facsimile machines, 
and memory chips have been particu- 
larly strong. 

The growth in exports of capital 
goods seems to be related to new US in- 
dustrial investment, particularly the 
rapid rate of retooling of American 
companies. At the same time, overseas 
investment of Japanese manufacturers 
— such as in the US — has also produc- 
ed a high demand for Japan-made capi- 


| 
| 








tal goods. The US appetite for imports 
has benefited Asia's developing coun- 
tries, in turn boosting their demand for 
Japanese components. Dollar-based ex- 
ports to Asean, Taiwan and South 
Korea were up by 20-48% in April. 
J apan continues to worry about the 
reaction of its two main trading 
partners, the US and the European 
Community (EC). US pressure on 
Japan may be easing a little because the 
Japan trade surplus with the US is con- 
tracing. Japan sold US$9.8 billion 
more goods to the US in the first quarter 
of 1988 than it bought. But this gap was 
11% lower than in the same period last 
year. 

However, US-bound exports are still 
rising, up 10% to US$19.8 billion for 
January-March. Exports to the EC 
were up 22% to US$11.3 billion. The 
EC has accused Japan of diverting its 
exports from the US to Europe. 

David Gerstenhaber of Morgan 





Stanley International said that May fig- 
ures may show a levelling out. In his 
view, the recent strength of Japanese 
exports is largely the result of the surge 








nuation fund earnings will have on fund 
managers' investment policies are being 
anxiously watched by the market, but 
the initial reactions were positive and 
the Australian All Ordinaries Index 
rose 23.9 points in the following session. 

Heavy dealing in the next few days 
pushed the index up to 1,566.0, a further 
rise of 50 points. Analysts explained the 
increase as a scramble out of bonds and 
into fully franked shares, such as banks, 
as fund managers rearranged their 
portfolios to minimise immediate ef- 
fects of the tax on their earnings. Some 
analysts believed that a lot of the action 
was the result of speculative buying of 
such shares in advance of the movement 
of superannuation funds. 


ooking at the mini-budget as a 

whole, economic analysts were in two 
camps — those who felt Keating had 
done enough to keep Australia’s eco- 
nomic recovery of the past two years on 
track, and those who thought he had not 
curbed spending enough. 

Among the critics, for instance, a 
UBS-Phillips & Drew economist’s initial 
reaction was that Keating was walking a 
tightrope and that the economy and the 
currency could become increasingly vul- 
nerable to the terms of trade. Bankers 
Trust Australia expressed disappoint- 
ment and suggested that with demand 
growing at an unsustainable pace, 
monetary policy will need to be tight- 
ened further in coming months. Since 
peus his economic statement, 

eating has indicated that he will do just 
that if the economy shows further signs 
of overheating. 





Taking a much more bullish 
attitude, ANZ Bank's grou 
chief economist, Andrew Mohl, 
told the REVIEW that given the 
upsurge in commodity prices 
and the continuing improve- 
ments in world economies, he 
felt Keating’s moves were ade- 
quate. 

On the industrial side, a lot 
will depend on how the unions 
conform to the government’s 
call for continued restraint. One 
school of thought suggests that 
some of the more militant 
unions will feel that Keating has 
painted himself into a corner 
with his 1989 tax-cut offer. They 
believe that no matter what the 
general level of wage agree- 
ments, he will be unable to re- 
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in US capital spending, which is highly 
cyclical. The growth of durable goods 
orders in the US has already begun to 
slow and the sale of Japanese transport 
equipment fell sharply in April. 

Gerstenhaber said that the US appe- 
tite for Japanese cars has also begun to 
diminish with the latest round of price 
increases — passenger car exports drop- 
ped 22% in April. The EC demand for 
Japanese cars may remain strong, but 
supplies could well start coming from 
Japanese factories in the US..Mean- 
while, US imports into Japan should 
soar. This would halve the trade surplus 
to only US$41 billion in the year ending 
March 1989, he said | ^. 

Not everyone agrees with this 
analysis. The Bank of Tokyo expects Ja- 
panese export volume to rise by 2.696 in 
the year ending in March 1989. Ron 
Napier of Salomon Brothers says that 
the seasonally adjusted. trade surplus 
may exceed year-earlier levels from 
May onwards. This islikely to put more 
upward pressure onthe yen. Economists 
at Nomura Research Institute say that 
the deficit needs to fallby US$30billiona 
year to keep the yen stable. 











(Proposed changes in federal government 
revenues, Fiscal year 1988-89) 
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should not be more than 9%. 

This would not be a disaster for the gov- 
ernment, despite its own forecast that 
inflation will fall from its present 6% to 
5-4.5% in the next year. 

Keating has steadfastly refused to re- 
veal what level of tax cut he is consider- 
ing, rer to say that it will be as high as 
he can afford. Some suggestions that the 
cut will be in the same order as that in 
company tax — bringing the maximum 





rate down from 49% to 39% — are dis- 
counted by analysts on political 

grounds. A cut of this gort, they point | 
out, would hand a massive saving to the 
top income-tax payers at the expense of 
Labor’s traditional constituency in the 
middle and lower brackets. Therefore, it 
would make more sense for Keating to 
grade his cuts to give these sectors the 
maximum benefit. a E 
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Bond’s notifiable odyssey 


@ A MERE week after the release of 
the annual report of Bond Corp. Inter- 
national (BCIL), which classified most 
of BCIL’s Hongkong residential prop- 
erties as core long-term holdings, the 
same properties were sold to Kerry 
Properties, a company owned by 
Malaysian sugar and hotel magnate 
Robert Kuok. 

BCIL nets a profit of some HK$400 
million (US$51.3 million) on a HK$1.4 
billion investment made just 19 months 
ago. For BCIL founder Alan Bond, the 
colourful Australian businessman and 


intrepid seeker of global business op- | 


portunities, that is no mean feat. Bond 
is proving a vintage Hongkong trader, 
who has given a business dimension to 
former British prime minister Harold 
Wilson's aphorism that a week is a long 
time in politics. But 


questions about profitability, debt bur- 
den and management expertise should 
be tackled. Investors, unable to make a 
judgment, have shunned BCIL shares. 
These probably trade at a 50% discount 
to net asset value. 

Bond favours a quick side profit. 
When first bought, the residential 
portfolio was reversed through a private 
company, with Bond retaining one of 
the best assets for a separate sale. Ulti- 
mately, tactics such as channelling profits 
into private companies and inadequate 
| disclosure have devalued BCIL’s worth. 

@ STILL, Bond's handsome profit on 
resale of the residential portfolio under- 
lines the bargain price at which he 
bought these assets from Hongkong 





property company. In its drive to reduce 
debt, Land embarked 





who can carp, given 
the profit gained. 

The investor, 
moreover, can only 
marvel at the geo- 

raphic mosaic taking 
orm in BCIL. Hong- 
kong and Italian prop- 
erty, Chilean telecom- 
munications, an Aus- 
tralian investment 
company and an undis- 
closed (possibly Bri- 
tish brewing) listed 
overseas holding are 
all part of the BCIL 
landscape. 

Unfortunately, 
Bond’s odyssey has 
not sat easily with in- 
vestor disclosure rules 
or comfortable levels 








Bond: another brewer? 


Land did not even de- 
velop its properties to 
the fullest extent al- 
lowed. Having bought 
the posh Tregunter re- 
sidential estate from 
Land last year, Great 
Eagle Co. is to rede- 
velop part of it, so 
doubling the rental 
space. What went 
wrong for Land? Land, 
it appears, blindly 
obeyed government 
plot-density instruc- 
tions to the letter, even 





of debt. The annual re- 
port suggests that the stock exchange’s 
notifiable transaction rules were 
breached on at least two counts: a Rome 
property option and a related company 
transaction which netted BCIL a 
HK$84 million profit. Was the stock ex- 
change also notified as to BCIL’s 31 
May disclosure of a 6.99% share pur- 
chase in Bell Resources, the Australian 
ex-billionaire Robert Holmes à Court's 
investment company? 

As for total debt, after allowing for 
BCIL’s attributable share of borrowing 
for Bond Centre in Hongkong, capital 
commitments in Chile and Rome, and 
the 26 May residential property sale, 
this is still sone HK$3.5 billion. That 
makes for a debt:equity ratio of more 
than 120%. 

An international investor such as 
Bond should always be welcome in 
Hongkong. Surely, though, it is not too 
hard to abide by the local rules. Bond 
may have good deals on his plate. But 


though these had no 


force in law. Great Eagle knew better, | 


and now plans a redevelopment. The 
government, if not Tregunter's tenants, 
appears willing to acquiesce. 

Land has done something positive 
with its mid-May purchase of Fu House 
in Central for HK$200 million. The 
price was well above analysts' expecta- 
tions. But the synergy for a consolidated 
development with Land's adjacent Ice 
House Street site in space-starved Cen- 
tral should greatly enhance value. 

Sadly, there is one ill omen. Land's 
last major purchase in Hongkong was 


Square site. That was just after the 
property market began its 1982-84 
crash. With prices again hurtling up- 
wards, is the next crash at hand? 

€ SALLY Aw Sian of Sing Tao would 
not appear to think a property slide is 
near. From December last year to Feb- 
ruary this year, Aw bought 5 million 
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Land Co., the territory's bluest chip | 
| chairman of Dickson Concepts, the 


on an unthinking 
frenzy of asset sales, | 
just as Hongkong’s 
property market 
oome 

Now it appears 


the grossly inflated HK$4.75 billion 
paid in early 1982 for the Exchange | 




















shares in small property company Scilla 
Holdings at an average HK$1.16 a 
share. Shroff, however, rejects any im- 
putation that she traded on advance 
knowledge of the 29 March deal, 
whereby Sing Tao and Australian Bruce 


Judge’s Impala Corp. sold a joint 62% 
stake in Scilla to Williamberg Develop- 
ment for HK$1.70 a share cash. 

In any case, Aw will not accept Wil- 
liamberg's general offer for her per- 
sonal stake. Williamberg, a company 
controlled by Robert Miller of Duty 
Free Shoppers and Wing Shan, a Hong- 
kong-based trading and property com- 
pany, intends to expand Scilla's prop- 
erty operations. Does Aw know some- 


| thing other Scilla shareholders do not? 


è THE energetic Dickson Poon, 


Hongkong-based fashion retail chain, 


| won shareholder approval on 27 May 


for the HK$320 million sale of his two 
privately-held watch companies to 
Dickson Concepts. The watch com- 
panies have been sold on a 10 times 
earnings multiple, even though Dickson 
Concepts shares trade on only a five 
times multiple. 

The deal also gives Poon his money 
back from last year’s HK$600 million 
rights issue, which was 51% underwrit- 
ten by Poon. As the issue was priced be- 
fore the equities crash, 49% underwrit- 
ers Wardley Corporate Finance and 
Sun Hung Kai International, and their 
clients, were left with the balance when 
shareholders did not subscribe. 

Typically, no shareholder com- 
plained last week. But if the watch com- 
panies’ profits do not shape up, Poon, 
with his underwriting losses safely re- 
couped, will have made Sun Hung Kai 
and Wardleys look very stupid. Dickson 
Concepts’ share price, however, has 
been very strong on high turnover in re- 
cent days. 

€ SHROFF sincerely hopes that the 
Securities Commission will overturn the 


i Takeovers Committee's absurd deci- 


sion to abolish the premium paid on the 
B shares in Amoy Properties' takeover 
of the Local Property company 
(REVIEW, 26 May). The commission set 
a precedent last October for changing 
Takeovers Committee decisions, when 
it temporarily waived the 35% trigger 
for a general offer to shareholders, 

Bankers Trust Brokerage may not 
have done a good job representing 
Amoy when it failed to persuade the 
junior officials present at the Takeovers 
Committee’s first hearing of the merits 
of its case. (Commissioner for Securities 
Ray Astin was out of town, again.) 
Clearly, though, supervoting B shares 
are entitled to command a premium to 
A shares on sale. 
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pue economic policymakers 
hoped to cut the country’s burgeon- 
ing budget deficit through additional 
taxes and reduced government expendi- 
ture in the federal budget scheduled to 
be announced in the first half of June. 
The overall deficit for the current finan- 
cial year (ending 30 June) is expected to 
reach Rs 60 billion (US$3.69 billion), 
up from Rs 54.1 billion last year and 
the originally estimated Rs 52.1 bil- 
lion. 

Officials say the government has no 
alternative but to raise additional rev- 
enue through taxes on agricultural in- 
come as well as an across-the-board 
sales tax. Despite political pressures to 
the contrary, the government feels 
the need to cut its expenditure though 
itis unsure where to cut. 

The need for broadening 
the government's revenue 
base has been widely recog- 
nised for some time. How- 
ever, only recently have gov- 
ernment leaders  acknow- 
ledged that the problem might 
be getting out of hand. Minis- 
ter for planning and com- 
merce in the out-going admin- 
istration, Mahbubul Haq, re- 
cently observed that the gov- 
ernment was running out of 
economic options and had 
to take tough decisions 
on resource mobilisation. 

The World Bank recent- 
ly withheld disbursement of 
a sectoral loan and reportedly 
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| Budget deficit worsens 


threatened to stop other loans in the 
pipeline until steps to control the deficit 
were taken. The Pakistani delegation to 
the Aid-to-Pakistan consortium meet- 
ing in Paris in April had promised aid 
donors that the government would reduce 
its fiscal deficit from the present 9% of 
GDP to 5% within the next five years. 
Balance-of-payments difficulties also 
do not seem to be on the decline. 
Remittances from overseas Pakistanis, 
which kept external payments afloat in 
the past, have fallen steadily due to de- 
clining employment opprtunities in the 
Gulf states. Whereas US$3 billion were 
transferred home by expatriate workers 
four years ago, the amount fell to USS2.3 





billion last year. This vear remittances 
| are expected to less than US$2 billion. 







DEEPER IN DEBT 


(Pakistan's overall fiscal deficit in billion rupees) 





(Estimated) 
'84-'85 '85-'86 '86-'87 '87-'88 


Export earnings. rose. from US$3.6 
billion in the last fiscal year to US$4.3 
billion in 1987-88, but rising imports 
have eaten into this gain. The import 
bill during the current financial year was 
projected at US$6.5 billion compared 
with the previous year's US$5.7 billion. 
Although the improved export per- 
formance cut the budgeted current ac- 
count deficit by US$92 million, it was 
still US$964 million, up from US$719 
million last year. ^ = 

Unable to make up 
generating additional r 
going government res 
bank borrowing. M y expansion 
during the year was estimated to reach 
1576, against a target of 11%. This was 
the major contributing factor to higher 
inflation which was reflected in the 
10.3% rise in the consumer price index. 
Last year, the index rose by only 
4.296. 

While. the fiscal and ba- 
lance-of-payments —— deficits 
were obvious. causes for 
alarm, the positive side of the 
economic. picture was con- 
tinued growth in GDP. But a 
decline was apparent even 
in this key indicator as the 
5.8% GDP growth was below 
the average annual growth 
rate of 6.5% over the past 
six years. Output of cotton 
— the country’s main cash 
crop reached a record 
8.9 million bales and was 
the main contributor to 
the 4.5% growth in the 
agricultural sector. 

— Husain Haqqani 
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Y31 Dec. | Rsitim 


(US$8.5m) 


+31 


Rs 1.51b 
(US$115.3m) 


Indian company hopes to increase instant-tea sales to US | 
through its newly established subsidiary there. 








P500.14m 
(US$24m) 


TQ 31 Mar. 


+41 


P4.91b 
(US$236.1m) 


Food/beverage group may achieve 1990 sales, net goals | 
_| in 1988. Hopes to expand staff to 30,000 from 20,000. 





| Y31Dec. | Baht7.2m 


(US$284,585) 


¥43.51b 
(US$348.9m) 





| Y29Feb. 


+210 


Baht 1.01b 
(US$39.9m) 


Y137t 
(US$10.9b) 





Company said 1987 taxes were offset by losses carried 
over from 1985. 














H x, i n 
No. 2 supermarket operator in Japan, with 7-11 franchise, | 
forecast current-year net of Y 34b. 





T Baht8.38m 


(US$331,226) 


1Y31Dec. 


Baht 75.6m 
(US$2.9m) 


| Company finished writing off Baht 5.85m accumulated | 
losses, for accumulated profit of Baht 2.53m. 





[H31Mar. | A$331.2m 
(US$259.8m) 


A$1.84b* 
(US$1.4b) 








¥1.24b 
(US$9.9m) 


Y 31 Mar. 


¥189.59b 
(US$1.5b) 


Net after A$95.1m abnormal gain (vs nil) on property sales | 
less A$50m rescheduled sovereign-debt provision (vs nil). 


EJ CREAN DID A 
Japan's largest meat dealer sees higher current sales, net 
as trade liberalisation increases meat imports. 








4. 





Y31Jan. | M$11.4m 


(US$4.4m) 


M$86.4m 
(US$33.4m) 


| More stable property market, firmer commodity prices | 
(15¢) | Should allow company to continue its performance. : 





Won 1.9b 
(US$2.6m) 


Ty 31 ie 














E 


Won 600 
(same) 


Won 66.3b 
(US$89.6m) 








Company pulling out of slump as management pays. mon 
attention to operating efficienc : 


























PRICES AND TRENDS 


CURRENCIES 


Spot 
ratet 





30 May 
USS1 WORTH 





1.391 
0.564 
1.264 
5.708 
7.795 
13.089 
1,660.00 
128.25 
2.581 
1.506 
17.4325 
21.00 
2.013 
760.80 
30.817 


1.242 
0.54 
1.236 
5.786 
7.814 
13.44 
1,673.00 
124.47 
2.588 
1.439 
17.744 
21.05 
2.019 
732.90 


dollar 
pound 
dollar 
franc 
dollar 
rupee 
rupiah 
yen 
dollar 
dollar 
rupee 
peso 
dollar 
won 


Australia 
Britain 
Canada 
France 
Hongkong 
india 
indonesia 
Japan 
Malaysia 
New Zealand 
Pakistan 
Philippines 
,Singapore 
‘South Korea 





INTEREST R 


1-year 
treasury 
bills/bondst | 


30 May 


Prime 
lending 


TES (%) 


interbank 
4 montht 





14.50 
9.00 
7.50 

22.00 


Australia 
Britain 
Hongkong 
indonesia 


Japan 


7.25 
18.50 


Malaysia 
New Zealand 


5.50 
3.375 


12.16 


14.42 


12.57813 
7.3125 
7.00 

19.50 
4.3125 


7325 
n.a. 


3.80 
15.70 
12.75 


3.70 
16.15 
12.25 


interbank 
3monthst 


12.82813 
7.5625 


4.3125 


Interbank 
6monthst 


12.125 
8.00 
7.3125 

n.a. 
4.375 


3.90 
15.55 
13.00 


i 





30.95 
1.438 

28.62 

25.16 


1.722 d. 


Banknote 
rate 


29.50 
2.00 

63.50 
8.055 


SriLanka 
Switzerland 
Taiwan 
Thailand 

West Germany 


7.375 

6.13 
11.50 

5.75 


16.276 
3.80 3.8125 3.9375 4.375 

15.20 xd we ve 
5.01 4.60 4.50 4.50 

11.50 4.50 8.75 8.75 — 
9.00 7.612 7.5625 o T15 7.9375 

EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATESt 

1 month 3months 6 months 12 months 
7.5625 7.6875 7.875 8.3125 
7.3125 7.5625 8.0625 8.75 
4.125 4.125 4.25 4.375 
2.75 2.75 2.8125 3.00 
3.3125 3.4375 3.75 4.0625 

12.00 12.125 12.25 12.25 


Source: Telerate, Vickers da Costa & Co. 


rupee 
franc 
NT dollar 


Philippines 
Singapore 
South Korea 


1.388 
28.63 
25.28 

1.687 








1.702 








Taiwan 
Thailand 
US 


Official 
rate 


31.40 
2.019 
6.20 
8.05 

21.50 
0.87 


Communist 
countries 











China 

US$=Rmb 3.722 

HK$= Rmb 0.4766 
Soviet Union 

US$= Rouble 0.6003 
Laos 

US$=New Kip 350.00 
Vietnam 

US$= Dong 368.00 


Bangladesh 

Brunei 

Burma 

Macau pataca 
Nepal rupee 22.00 
PapuaN.G. kina 0.875 


Other: SDR1—US$1.37129, ECU1 = US$1.215, 
$$1=M$1.281, £1 -HK$14.4963, 

3 months forward: Japan ¥ 124.86, 
Hongkong HK$7.799, Singapore S$1.999, 


Swiss Fr. 
tMiddle rate | *Selling rate Dm 


Source: Telerate for spot and forward rates from Asian money markets, Republic Na- x A$ 
tional Bank of New York for banknote selling rates on the Hongkong market | - 
and Deak International Ltd for official rates. 




















us$ 
£ Sterling 





Yen 








** short term t offered rate 


*long term 


COMMODITIES $$ BOND YIELDS (% 
Last sale to 27 May 





3months 
ago 


Previous 
week 








US$: 
Domestic 


460.00 425.55 


London (3) 


New York {4) 


Gold 


Copper 
Current delivery (July) 
Sept. delivery 

Aluminium 
Current delivery (May) 
duly delivery 

Tin 

Cotton 
Current delivery (July) 
Oct. delivery 

Rubber 
Current delivery (June) 
Aug. delivery 

Palm Oil 
Current delivery (June) 
Aug. delivery 

Sugar 
Current delivery (July) 
Oct. delivery 

Pepper 
Sarawak Asta bik 100% 

Wheat 
Current delivery (July) 
Sept. delivery 

Maize 
Current delivery (July) 
Sept. delivery 

Rice 
5% white fob 

Soyabeans 
Current delivery (July) 
Aug. delivery 

Cocoa 
Current delivery (May) 
July delivery * 

Cottee 
Current delivery (May) 
July delivery 

Petroleum 
Sumatran light 
Brent 


3-5 yearst 
7-10 yearst 
3-5 yearst 
7-10 yearst 


90.60 87.50 


86.60 


103.50 International 


London (1) Yen: 


Domestic 


1,715.00 1,303.00 


1,325.50 
KualaLumpur (2) 17.80 
New York (4) 


1,660.00 
3years t 

10 years t 
3-5 yearst 
7-10 years? 


17.50 17.48 


International 


64.90 60.32 


60.60 


66.38 
Dm: 

Domestic 3-5 years" 

10 years * 

3-5 yearst 

7-10 yearst 


Kuala Lumpur ` (9) 
382.00 285.00 


380.00 


341.00 
International 
KualaLumpur (5) 


984.00 908.00 


967.00 AS: 


Domestic 3yearst 
10years t 
3-5 yearst 
7-10 years? 


New York {4) 


9.19 7.64 6.45 


9.27 


mE International 


Singapore (10) 


C$: 


Domestic 


732.50 742.50 900.00 1,082.50 
3years * 
WW years * 
3-5 years? 


7-10 yearst 


Chicago 6) 
"^ = 336.60 275.00 


344.60 


346.40 
international 


Chicago 
212.60 200.60 


221.00 


221.20 186.25 -jE 


Domestic 3yearst 
1üyears t 
3-5 yearst 
7-10 yearst 


Bangkok 


300.00 300.00 310.00 213.00 international 


Chicago 


754.00 625.40 550.00 


758.20 


778.60 NZ$: 


Domestic 3-5 years t 
7-16 yearst 
3years* 


7-10yearst 


London 
908.00 1,267.50 


924.00 


926.50 968.50 


international 


London 1 , 
= 1,041.00 1,343.00 SFr: 


1,058.50 


1,050.50 1,201.00 


3-5 yearst 
7-10 yearst 


4,00 


Tokyo 4.58 


Í London 


i)£atonne (2) M$Sakg (3USSanoz 
(7uSca56ibbushel  (BiUSSatonne 


(11) 


{ti 

Aa m 
)USeaib (5) M$ a tonne 

í89)Mcakg {10}S$a 100kg 





17.55 
18.60 


17.10 ECU: 


16.05 


16.45 
16.35 


16.50 
16.20 





6.98 
785 


*AAA corporate. t Government 


3-S years? 
7-10 yearst 














(6) USc a 60 Ib bushel 
(11)USSabarrel Source: Telerate, Reuter. 
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EFFECTIVE EXCHANGE RATES 


ighted for 1985 trade with the countries shown plus the US and Canada and 14 European countries. Figures are for the week ended 28 May. 












































(weekly values) 





ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 





















































































































AUSTRALIA CHINA HONGKONG INDIA INDONESIA JAPAN 
Economic Growth % (real) (1) 
1987 6 9.4 5 1-2 a 4.2 
1988 1-3 | 7-7.5 5-7 1.5 3-4 3.5-4.5 
International Reserves (5) 
Latest US$9.31b US$16.71b n.a. US$6,45b US$5.09b US$84.25b 
. (Mar.) (Jan.) (Dec.) (Jan) Cog 
Year earlier US$6.54b US$10.87b n.a. US$6.40b US$3.57b Us$58. 
Trade Balance (total merchandise) 
Latest 3 months *US$0.27b —US$1.24b —US$0.88b -US$1.57b *US$1.80b(9) e U$$19.44b(6) 
(Feb.-Apr.) (Oct.-Dec.) (Feb.-Apr.) (Oct.-Dec. (Oct.-Dec.) Feb.-Apr.) 
Previous 3 months +US$0.36b —US$0.71b * US$0.15b -US$1.27b -US$1.61b *-US$16. 41b 
Year earlier -US$0.02b ~US$3.0b -US$0.97b -US$1.58b +US$0.80b +US$22.78b 
Latest 3 months US$8.19b US$13.41b US$12.68b US$2.88b US$4.87b19) US$65.290(6) 
% change previous 3 months *24 +35.8 ~7.91 +3.4 +26 +9,7 
% change year earlier 423.4 *40.4 427.19 431.7 +28.3 +16.5 
Latest 3 months US$7.92b US$14.65b ad 56b US$4.45b US$3.07b(9) US$45.85b(6) 
% change previous 3 months *4.1 * 38.4 0.42 49.9 -2.4 +86.4 
% change year eartier +19.0 +16.7 423. 97 +18.1 +3.4 +38.0 
Consumer Prices 
Base July 80-June8t=100 | Sept.-Dec. 1986100 |Oct. 84-Sept. 85=100 1960=100 Apr. 77-Mar. 78= 100 1985-100 
Latest 3 months index average 172.9 107.96 114.9 752.7 302.87 100,6 
(Oct.-Dec.) P Me: } (Feb.-Apr.) (Dec.-Feb.) (Jan.-Mar.) (Jan.-Mar.) 
% change previous 3 months +47 $2.2 +24 +45 -0.5 
% change year earlier +7.14 72 3 7.2 *9.4 +8.7 30.8. 
Money Supply (3) ; 
Latest A$126.3b(10) Rmb 775.48b HK$327.33b Rs 1.611(10) Rps 32.29t Y384:7t 
(Mar.) (Sept. È eb.) (Oct) (Apr) 
% change previous month +0.9 *7.5(11) *13 40.8 +24 3*0. 
% change year earlier +14.0 +31.2 +26.1 +17.2 +18.4 *113 
MALAYSIA PHILIPPINES SINGAPORE SOUTH KOREA | TAIWAN THAILAND 
j d 
Economic Growth % (real) (1) 
1987 47 5.05 8.8 122 1 6.6 
1988 5-6 5.5-6.5 5-7 8-10 6-8 5.8-7 
International Reserves (5) 
Latest US$6.90b US$0.74b US$14.8ib US$6.96b US$76.71b US$4,51b 
(Feb.) se (Nov.) (Mar.) (Feb.) Mar.) 
Year earlier US$6.45 US$1.67b US$12.75b US$3.51b US$51.80b US$3.23b 
Trade Balance (total merchandise) 
Latest 3 months :* US$0.78b(4) —US$0.17b —US$0.89b *US$1.47b(6) +US$1,18b -US$0.84b 
(Nov.-Jan.) (Jan.-Mar.) (Feb.-Apr.) (Jan.-Mar.) (Fob cd (Dec.-Feb) 
Previous 3 months +US$0.61b ~US$0.20b ~US$1.22b +US$2.18b ~US$0.34b 
| Year earlier +US$0.45b ~US$0.22b ~US$0.98b +US$1.20b TUSSA. E -8$0.23b 
Exports (7) 
Latest 3 months US$4.08b(4) US$1.61b US$8.80b US$12.81b(6) US$13.66b US$3.33b 
% change previous 3 months *2.8 ~0.6 +14.4 ~6.6 -7.0 340 
% change year earlier 437.4 +32.0 +33.1 +36.7 +11.0 +34.7 
imports {8 
tatest3 months USSS. ae US$1.78b US$9.69b US$11.34b(6) 
% change previous 3 months -2.2 -2.1 -14.7 
% change year earlier Fer P 423.6 +26.6 +38.8 
| Consumer Prices 
Base 1980=100 1978= 100 June 82-May 83 = 100 1985=100 1986 
Latest 3 months index average 129,3 393.4 104.0 110.9 . 
(Dec.-Feb.) (Feb. Ape ) (Feb.-Apr.) (Jan.-Mar.) 
% change previous 3 months *14 2.8 *0.6 +26 
Yo change year earlier +14 1$. 3 *1.9 375 
Money Supply (3) 
Latest M$55.04b RP 156.11b $$37.09b Won 40.38t 
(Nov.) (Dec) (Dec. r.) 
3& change previous month -0.5 +9.9 +2.1 -0.12 
-M Change year earlier i *5.7 +14.6 +19.8 +18.5 








except for Singapore (6) Customs basis 


() fob (8) cif 


(9) Excluding petroleum products 
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0) M3 





1) Official and other estimates of GDP (GNP in Japan) (2; Consumer Price Index A (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only 
(11) 96 change over past 3 months 


(5) IMF definition of reserves minus gold 
Source; Official statistics. 
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One step forward M 


MOST Asian markets advanced in the period to 30 May. Mini-budget tax changes helped lift Australia, while 











rising commodity prices boosted Singapore and Kuala Lumpur. 


AUSTRALIA: Tax changes in 26 May [= 


mini-budget triggered a shift in domes- 
tic investment funds towards stocks of- 
fering tax-free dividends. The market 
jumped 70 points to 1,539.9 as banking 
Stocks surged past pre-crash highs. 
‘Westpac gained A$1.30 (US$1.05) to 
'A$7.36 and ANZ rose 69 A cents to 
A$4.84. Volume was 697.3m shares, 
worth A$1.56b. 


NEW ZEALAND: The market eased 
back at the end of the period as invest- 
ors took profits following a nine-day 
rally. Uncertainty on Wall Street and a 
weaker-than-expected Australian mar- 
ket hit sentiment. Brierley finished 
6 NZ cents (4 US cents) up at NZ$1.41 
and Fletcher Challenge gained 4 NZ 


cents to NZ$4.32. Volume was 49.78m | 45 


shares, worth NZ$66.9m. 


HONGKONG: Concern about the out- FES 
look for US interest rates pushed prices |^ 
lower in dull trading. Some blue-chip | $80 


bargain hunting helped support the 
market. Property and utility stocks lost 


poni Banks were mixed. Hongkong |. 

lectric was unchanged at HK$7.25 |?8 

(93 US cents). Hongkong Bank slipped | 22 

10 HK cents to HK$6.15. Volume was |, ay ; 
OO d A 


2.31b shares, worth HK$3.51b. 


TOKYO: On 28 May, the Nikkei index [77 
fell below 27,000 for the first time ina [^ 
month on renewed interest-rate con- | 

cerns, but recovered to end the period {24,00 


only marginally lower(compared with 


the previous period). NTT fell 50,000 [49 


(US$400.30) to ¥2.36m but Citizen 


Watch gained Y133 to Y914 in heavy tso 
trading. Average daily volume was |... 
j 


].2b shares, worth ¥997b. 


SINGAPORE: Good first-quarter eco- 
nomic growth figures aos off a 
period of bullish news. Prices rose 
sharply on volume of 34.2m shares, 
worth S$62m (US$30.7m). Malaysian 
plantation stocks were in demand as 
was marine stock Van der Horst, which 
rose 8.5 S cents to 54 S cents on take- 
over rumours. Retailer C. K. Tang 
gained 40 S cents to S$3.84. 


KUALA LUMPUR: Plantations led the 
way as spiralling commodity prices 
sparked off new interest in underlying 
shares. HMPB gut on 44 M cents (17 
US cents) to M$5.30. Rubber stock 
Glenealy closed 40 M cents higher at 
M$2.36. Profit taking was detected be- 
fore the long weekend but the market 
ended on a high note. Daily volume av- 
eraged 17.6m shares, worth M$31.5m. 
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SEOUL: The market hit new highs in 
heavy trading. Steel stocks have been 
strong in anticipation of the listing of 
Posco shares, set for 10 June. But at- 
tention also focused on non-ferrous 
metals, up 11.2%, and cement issues, 
which gained 8.9% . Building materials 
company Byucksan advanced 11.5%. 
Volume averaged 13.8m shares, worth 
Won 253.6b (US$342.7m). 


TAIPEI: Prices edged upwards after a 
week of heavy losses. The index jump- 
ed 92 points on 30 May as investors 
took heart from early advances on: 
Tokyo. Daily turnover averaged 
NT$21.62b (US$760m), down slightly 
from the previous period. Paper and 
cement stocks led gainers. Reward Wool 
gained NT$16 to NT$114 and Yuen 
Foon Yu Paper rose NT$7 to NT$86.50. 


MANILA: The Composite Index re- 
treated 23.2 points to 796.34 as softer 
metals prices and the lack of progress 
in several oil-drilling projects deterred 
investors. Total turnover of P171.8m 
(US$8.3m) was the lowest this year. 
PLDT fell 3.3% to P174 while San 
Miguel-B slipped 2.2% to P 180. Daily 
turnover averaged P34.37m on vol- 
ume of 516.36m shares. 


BANGKOK: The market was quiet 
during the holiday-shortened period, 
with net buying underscored by longer- 
term portfolio building. The SET index 
closed 3.06 points higher at 422.83. 
Textiles posted gains, along with the 
Siam Cement-led industrial sector. 
Bangkok Bank finished at Baht 323 
(US$12.90), barely above its rights- 
issue price of Baht 320. 


BOMBAY: After early profit-taking, 
stocks rebounded on provisional trade 
figures showing a fall in the deficit and 
a surge in exports. Sentiment was 
helped by a government report recom- 
mending more private investment in 
core industries. Tata Engineering led 
the surge with a jump of Rs 95 
(US$7.30) to Rs 627.50. Reliance In- 
dustries gained Rs 27.50 to Rs 194.50. 


NEW YORK: The market showed few 
signs of life in the holiday-shortened 
period. Stocks closed lower in thin 
trading. Brokers said they expected 
stocks to rally in the longer term be- 
cause of the high levels of cash availa- 
ble for investment. Volume totalled 
576.09m shares. The Morgan Stanley 
Capital International Index lost 2.5 to: 
finish at 443.6 points on 27 May. 
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Do you need to say it with flowers 
thousands of times a day? 
You do if you're reaching for the sky. 


In Thailand, people are passionate about flowers. But it is the orchid which reflects so much the gentle, 
charming ways of the Thai people. And this is shared with every passenger who flies on Thai. A gift of a 
fresh orchid corsage is just one of the features that’s made Royal Orchid Service so x 

€ Thai 


famous. Thai. Centuries-old traditions. Innovative thinking. State-of-the-art technology. 









It Yourself 


The Recognized Authority 
Now in its 24th year the CHINA TRADE REPORT 
- which is published monthly by the Review Publishing 

Company Limited has long been recognized by lead- 
ing business executives throughout the world as the 
most authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range 
Of Information 

Covering subjects which range from foreign invest- 
ment to fashion, electronics, telecommunication, 
engineering, contract negotiations and to literally 
dozens of others the CHINA TRADE REPORT is 
essential reading for anyone doing, or wishing to do, 
business with China. 


You Could Gather It Yourself 
You probably could get the same information on your 
own but in order to locate what is contained in each 
and every 16 foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of publications, 
not to mention have your own network of people re- 
porting from all the important zones in China. 

Why not subscribe now and discover for yourself how 
the CHINA TRADE REPORT can help eliminate the 
mystery and much of the risk in wn. business with 
China. 


































Small Investment .. . Handsome Dividends 
Start benefiting immediately from the information- 
packed CHINA TRADE REPORT by subscribing 
now. A small investment today may pay handsome 
dividends later in saved time, energy and money. 
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Post this coupon today! 
Circulation Manager, 
Review Publishing Company Limited, 
G. P. O. Box 160, Hong Kong. 


Please enter my one year subscription (12 issues) for 
the CHINA TRADE REPORT. | enclose a cheque/ 
money order of made out to the Far Eastern 
Economic Review. Or, please charge my credit card 
(tick one): 
American Express 
MasterCard © 


(Please print in block letters) 
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Diners Club (2 | 
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Card No: 

Exp. Date: 
Signature: 
Name: 
Address: 
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Annual subscription rates: HK$2,575 US$330 
sem airmail anywhere in the world. 
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APPOINTMENT - 





SECRETARY 


international Planned Parenthood Federation (IPPF), 
the largest worldwide voluntary family planning move- 
ment, seeks a Secretary General to head its interna- 
tional secretariat in London. Six Regional Directors will 
report to this position as well as Assistant Secretaries 
General for Technical Services, Financial Services and 
Support Services. 


We seek a Manager to create an appropriate Structure 
and to coordinate headquarters activities; an Ambas- 
sador to serve as an advocate for family planning and 


IPPF; and a Visionary to help reflect future priorities and 
to provide leadership. 


The Secretary General will be a true internationalist ac- 
customed to dealing with diverse cultures at the highest 
level; someone who has managed a multi-divisional or- 
ganization with a decentralized structure; and who has. 
the ability to delegate, to evaluate and to share results in. — 
a true team spirit. Family planning experience isade- 
cided plus but not a requirement. 


The salary will be commensurate. with experience. 
Please forward resume by June 30th to: 


Advertiser Box 609 
c/o Far Eastern Economic Review © 
GPO Box 160, Hong Kong. 


An Equal Opportunity Employer 











__ SEMINARS 





GAIN CONTROL OF YOUR MOST PREC IOU S 
RESOURCE — > O TIME C 


Time Management Seminars MSS 


We train corporations & individuals to increase personal productivity 
and effectiveness. You learn to: l 


* Bring the value of time into sharp focus: 

* Understand the link of self-esteem and productivity: 

* Plan, set & reach goals; effectively monitor projects: 

* Deal with procrastination, lower stress, and more! 

These 4-hr. & 1-day seminars include a 1-year Time Control System 


For more information, ring our Representatives: 
* Hong Konp/S.E, Asia: Ms. Diane Wilcoxson; 5-435099 
* New Zealand/Australia: Mr. John Lee Eley; 09-818-2855 














APPOINTMENTS 


















CAMPAIGN AGAINST 
HUMAN RIGHTS ABUSES 


. Amnesty International (Al) needs an experienced campaigner with 
imagination and initiative to coordinate international campaigns on 
human rights abuses throughout the world. Such campaigns aim to 
mobilize Al's membership, the public and other organizations. 
You can have gained experience in a voluntary or paid capacity but 
must be able to conceive, plan, organize and manage a campaign, 
liase and negotiate with other professionals and volunteers, work as a 
team member and cope with pressure. 


An interest in world current affairs, political and cultural sensitivity, 
fluent English and good communication skills are also imporant. 


A working knowledge of French, Spanish or Arabic would be an 
asset 













SALARY Starts at £13,987 pa, rises to £15,987 pa 
(annual increments, index-linked) 


CLOSING DATE FOR COMPLETED 
APPLICATION FORMS 22JULY. 1988 


INTERVIEWS SCHEDULED FOR WEEK 
COMMENCING 22 AUGUST 1988 


For further information and an application form, please contact: 
Personnel Office, Amnesty International, International Secretaríat, 
1 Easton Street, London WC1X 8DJ, United Kingdom. 
















amnesty 
international 


Research Associate — East-West Center 


The East-West Center, established in 1960 by the United States Congress which 
provides principal funding, is a public, nonprofit educational institution, with an interna- 
tional board of governors. Support also comes from Asian and Pacific governments, 
international organizations, and private institutions, 

Applications are being accepted for a three-year limited Research Associate posi- 

“| tion. The Research Associate will be responsible for planning, developing, and coor- 
dinating the programs, jointly based in the Environment and Policy Institute and the 
Population Institute, dealing with urban environmental issues and the range of prob- 
lems associated with the dynamics of human settlements evolution in Asia and the 
Pacific. Among the issues to be defined and dealt with are the changing nature of 
urban-rural relationships, the structures and functions of urban and settlement hierar- 
chies, the environmental planning implications of such changes, the movement of jobs 
and people within the spatial systems that are evolving particularly in Asian countries, 

| the environmental consequences of rural industrialization and multi-nodal metro- 
‘politanization, the changing character of environmental perceptions as between rural 
and urban areas, and the maintenance and enhancement of environmental quality 
within variously sized settlements ranging from village to metropolis. Responsibilities 
will include basic research on any and all of these issues; organizing research-related 
conferences; promoting interaction among scientists and governmental officials from 
developing countries within the realm; seeking sources of external financial support; 
advising EWC student grantees; and maintaining liaison with centers of research in 
the Asia-Pacific realm concerned with urban environmental problems. 


REQUIRED QUALIFICATIONS: Ph.D. (or equivalent) in sociology. geography. 
planning, demography, or one of the cognate environmental or social sciences, plus at 
least two years' research or professional experience and a strong publications record 
in research on urbanization and environmental problems. Familiarity with the Asia/ 
Pacific realm and first-hand knowledge of at least one country in the region as shown 
by publications. 


: PREFERRED QUALIFICATIONS: Experience in planning, organizing, and man- 
aging research projects involving individuals from various countries in Asia and the 
Pacific. 


SALARY RANGE: $27,716 to $46,679 per year, depending on qualifications, plus 
cost-of-living allowance currently at 22.5% (subject to change). 

Submit resume with cover letter which includes títle of position you are applying for, 
anarrative description detailing relevance of your qualifications and background to the 
responsibilities of the position, and names and addresses of three professional refer- 

ences. Applications must be postmarked by July 15, 1988. Send to: Rebecca Dixon, 
Personnel Office, Dept. 655, East-West Center, 1777 East-West Road, Honolulu, 
Hawaii 96848, 


; An Equal Employment Opportunity/Affirmative Action Employer 






















17-18 Lowndes St 
London 
SWIX 9EY 


INVESTMENT 
PROPERTY 


62.85 acres/43 residential 
building sites/high in Oak- 
land hills with spectacular 


views/last undeveloped 
tract of its kind/asking 
US$5,263,000 /Inquire S. 
Yeh, Central Realty Ser- 
vice, 6436 . Telegraph 
Ave., Oakland, CA 94609/ 
(415) 658-2177 





Hampton & Sons the leading UK Estate Agents cai 
manage and arrange finance for your UK house or. 





FPDHK HX 





















UN Tel: 0245 681i 
P TIx: 919866 FURNSH G 
—Fax: 01-235 9686 









CALIFORNIA DESERT 
Approx 12 Ac at signalled commer- 
cial intersection in Ridgecrest, CA; 
minutes. to. China: Lake Naval 
Center, general commercial zoning; 
rapidly growing community, shop- 
ping center and: motel across st. 
$1,725,000. firm (213) 876-1831, 
priv pty. 


RARE OFFER 


Newport Beach, CA Bayfront 
Condo with Boat Slip Fee Land. 
ideal for absentee owner, cor- 
porate residence or investment. 
$625,000.USD. G. Giannini, P.O. 
Box 2671, NB, CA 92663; Ph714 
675 2394; FAX 714.675 3131, 
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UK IMMIGRATION 


Specialist professional firm 
provides complete service 
for clients requiring UK im- 
migration. Free booklet on 
UK immigration rules and 
procedures available from: 


GARRICK & CO 


Att: FE 

1 de Walden Court 

85 New Cavendish St. 
London W1M 7RA 
Tel: London 631 0659 
Fax: 436 4311 

Telex: 8954102 


BUSINESS . 


CANADA 


FOR SALE: Two photographic 
retail businesses in Alberta. 

1) Onehour Photo 

2) Camera/video, photographic 
accessories. 

Established 10 years. Interested 
parties may contact Ken, phone 
403-532-8281; FAX 403-532- 
9469. 





Readers are recommended 


to make appropriate enquiries and take appropriate advice before 
sending any money, incurring any expense or entering intoabind= ^ 
ing commitment in relation to an advertisement. The Far Eastern 
Economic Review shall not be liable to any person forloss ordam- 
age incurred or suffered as a result of his/her accepting oroffering - - 
to accept an invitation contained in any advertisement published ~ 


in the Review. 














LETTER FROM BANGKOK 


t is the hour of the tiger — 3 a.m. The 

loudspeakers of the Santi Asoke 
Buddhist Temple in Nakorn Pathom, 56 
km west of Bangkok, sound the reveille. 
Back in the city, at this ungodly hour, 
most people are asleep. But here in this 
Buddhist retreat a sense of purpose and 
spiritual exhilaration seem to prevail. 

From loudspeakers comes a melodi- 
ous Thai tune, a kindly voice speaks of 
the virtues of getting up early, of follow- 
ing the teachings of Buddha, reminding 
the people of their morning wash-up, 
and to assemble at the temple hall for 
prayers and meditation. 

We hurry along the winding dirt 
track, cross over two foot bridges span- 
ning shallow streams and arrive at a neat 
little hut beside a stream. It is more of a 

avilion, with a raised platform and a 

igh roof, than a hut. There are no 
walls. Floor space is just enough for two 
people to lie down. It is hard to imagine 
that this is the private residence of the 
Governor of Bangkok Maj.-Gen. Cham- 
long Srimuang and his consort Sirilak 
Srimuang. 

It is around 4 a.m. The governor's 
wife is already up. We arrive just in time 
to catch the governor crawling out of his 
mosquito net. He greets us cheerfully: 
"Take whatever pictures you want. This 
is what I do normally. It is my routine 
life." 

The governor proceeds to take down 
his mosquito net, fold up his straw mats 
and store them away. He sits lotus style 
and meditates. He does a series of yoga 
exercise. At a brisk pace he proceeds 
with his morning ablutions. He wraps a 
cotton towel around his lower torso and 
walks down the shallow stream and be- 
gins scrubbing himself with a small 
towel. He does not use any soap at all. 
His strict Buddhist precepts forbid it. 

Briskly he changes into city pants 
and puts on his familiar blue mohom 
shirt. For a brief moment, he sits down 
on the hard floor of his hut and explains 
the significance of the humble structure. 
"[ built this hut according to Lord 
Buddha's specifications and teachings," 
says the governor. "Buddha says all that a 
human being needs to live in is a roof over 
his head and a floor space seven hand- 
widths [between out-stretched thumb 
and little finger] by 12 hand-widths." 

Because of his busy and heavy work- 
load, he can only stay in his favourite 
hut one or two nights a week. His resi- 
dence in Bangkok is in the compound of 
old garment factory off Pahonyothin 
Road. Although it is a double storey 
wooden house and has a big floor space, 
it is spartan likéthis hut. 

The governor's life can be compared 
to an Indian ascetic seeking immortality 
in the Himalayan mountains or like that 
of Mahatma Gandhi. When reminded 
of this, the governor is quick to point 
out that he is not following Gandhi's 


way. “I am following Buddha’s teaching 
of how a man should live. Of course 
there are similarities between Mahatma 
Gandhi and me. They are just similar- 
ities. I am not following Gandhi." 

He practises what the Hindus call 
‘Bramahchari’ (abstaining from sex). 
For the past nine years, he has eaten 
only one vegetarian meal a day on which 
he spends not more than Baht 30 
(US$1.20). Formerly a commander of 
Thai special forces in Laos and Vietnam 
during the Indochina War, today he will 
not kill an insect. He has built a home 
for the city's stray dogs. 

He donates his governor's salary to 
charity and the Baht 30 he spends daily 
comes from a Baht 14,000 army pension 
he gets monthly. His day as governor 
begins with meditation and exercise and 
by 5 a.m. he is ready for his daily street 
patrol, dropping.in to talk to road 
sweepers, inquiring of their welfare and 
problems and giving them presents of 
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Governor meets the people. 





food consisting mainly of rice and sugar. 
By 6 a.m. he is already at his office. 
He often stays until 8 p.m., if he is not 
out at night campaigning or giving lec- 
tures on righteous living. 


he charismatic Chamlong has be- 

come one of the most popular gover- 
nors in recent history. Changes are evi- 
dent since he took over the city two 
years ago after a landslide election vic- 
tory. The streets are cleaner and the 
notorious traffic is more orderly. His 
simplicity, easy charm and humility 
have won him many followers among 
the rich as well as the poor. 

Recently he has registered his Ruam 
Palang Group as a political party 
known as the Palang Dhama Party 
(Spiritual Force Party) to contest the 24 
July general election, once again fuel- 
ling speculation that he aspires to be 
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the next prime minister of Thailand. 

The governor denies any ambition 
for higher office and maintains that he 
will not run in the general election. But 
he will help his party to win as many 
seats as possible. 

Political observers believe that the 
governor is using the coming election to 
test the popularity of his political party, 
as a gauge to plan his next political 
move. 

Chamlong is not without his detrac- 
tors. Some critics fear that 
he will be Thailand’s 
Buddhist Ayatollah Kho- 
meini. Others say he is un- 
compromising, does not 
take criticism lightly and 
he will be a dictator. Still 
others say that he has 
done little for Bangkok 
| other than improve street 
sweeping. 

He has also embroiled 
himself in the abortion 
issue, maintaining that 
abortion is unnecessary if 
society practises good 
morality and righteous liv- 
ing. For the present he has 
cleared many areas in 
Bangkok of pavement 
vendors depriving, his cri- 
tics say, many poor people 
of a livelihood. 
wo] At the great hall of the 

Pathom Asoke Temple, 
200 technical college students have as- 
sembled to hear the governor speak. 
They are here to attend five days of 
spiritual training before they begin 
school. 

Chamlong talks about his experi- 
ences, his days as a soldier in Laos and 
Vietnam, his days of corruption and ma- 
terial greed. He says he was involved in 
selling black market goods from Ameri- 
can PX stores. He was materialistic and 
greedy. He had no peace of mind. Since 
he gave up materialism and began fol- 
lowing Buddha’s teaching. he has been 
happy and content. “We must learn to 
sacrifice and help other people and the 
country to progress. We must not be 
selfish,” exhorts the governor. 

“This is my philosophy and I want 
you to remember, so that you will be 
happy and content. Eat simply, live sim- 
ply and work hard.” — Kim Gooi 
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OUR HEALTH PLAN 
FOR BUSINESS. 

KEEP WARM AND 
GET PLENTY OF REST. 


Business is business. Pleasure is 
pleasure. At Northwest, there 
are times the twain do meet. 

Awards mount faster with our 
WORLDPERKS frequent flyer 
plan than with any other. 

As few as 20,000 miles will 
earn you a free round-trip 
ticket within Asia—for a 
weekend or as long as you like. 

For a healthy bonus with each 
mile you fly, call Northwest or 
your travel agent. 

It's smart business. 
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AS CHINA OPENS HER DOORS 
TO THE WORLD, THE SHANGHAI HILTON 
INTERNATIONAL OPENS ITS DOORS TO YOU. 




















To feel the pulse of China's 
economy one must travel to her 
commercial heart — Shanghai. 
Here in this bustling city, you 
will discover a standard of 
service and accommodation 
renowned throughout the world. 
The Shanghai Hilton International 
is NOW open. 


For reservations, call your 
travel agent, any Hilton 
International botel or Hilton 
Reservation Service. 








SHANGHAI 
HILTON INTERNATIONAL 
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PROFESSIONALS 


Our geologists have been engaged in uranium exploration 
throughout the world forover 40 years. Their most recent disco- 
very is the rich Cigar Lake ore body in Canada. 

Our miners work in both underground and open-pit mines 
on every continent, making Cogema a leading supplier of uran- 
ium concentrate. n 

The achievement of the world's largest enrichment plant Un 
demonstrates the quality of our teams, especially i in the opera- 
tions, process development, and engineering sectors. And they — 


have been working on laser enrichment from the very beginning. UT 
Our broad nuclear fuel experience led us to invest in large —— 
nuclear fuel fabrication and assembly plants. In fact, we are 


already building facilities for the fabrication of recycled fuels. — 
Our La Hague plant has reprocessed its 2,000 th tonne of vs 


spent fuel in 1987. This achievement provesourexpertiseincom- — 


mercial reprocessing. : 

Forus, professionalism is the key toa reliable and profitable : 
nuclear industry, and a prerequisite for ensuring the good perfor- 
mance of our customers reactors. 

This professionalism i is present in every step of the fuel 
cycle, both in products and services we provide. We apply this 
professionalism to a fully integrated company so our customers 
benefit from economies of scale, the only way to guarantee lower 
power generating costs. Today and tomorrow. 


Q 
COGEMA 


The nuclear fuel major company. 


2, rue Paul Dautier. BP N° 4. 78141 Vélizy-Villacoublay France. 
Tel. 33 (1) 39.46.96.41 
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WAITING 


At McDonnell Douglas, we've established an enviable 
heritage of sharing with international partners the 
benefits of our company’s capabilities and talents 
in aviation, space and information systems. 

Global financiers count on our fast and accurate 
Tymnet? information systems. European manufac- 
turers trust us for cad/cam. Great Britain shares 
with us the advanced development of the vertical 
takeoff fighter, the Harrier II, as well as the T45 
training system. We join with Korea in the manufac- 
ture of helicopters. Canada, China, Italy and Sweden 
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BE SHARED 


know us for the MD airliners they help us develop 
and build. In Australia, Canada and Spain we work 
jointly on F/A-18 Hornets. 

ternational ventures such as these have 
introduced new technologies and expanded others, 
helping McDonnell Douglas keep its promises to 
create human opportunities, foster economic growth 
and bring new commerce to our international 
business partners. For more than 65 years, we've 
given customers products that promised performance 
—and delivered. 





MCDONNELL DOUGLAS 
Giving the nations of the world their moneys worth. 


HEALTH CARE HELICOPTERS 


MILITARY AND COMMERCIAL AIRCRAFT. SPACE AND MISSILE SYSTEMS =. 





























Time to go home 


The recent news item that Indian 
troops are likely to withdraw from Sri 
Lanka soon is amusing to say the least. 
It is also interesting to note that the 
number of Indian military personnel 
said to be stationed in Sri Lanka at the 
moment varies from the Indian Govern- 
ment figure of 50,000 through the Sri 
Lankan Government's figure of 100,000 
to a figure of 140,000 given by some 
news reports. 

When the Indian troops came in with 
the promise of achieving peace which 
the Sri Lankans were yearning for, the 
Indian troops were expected to be there 
only for a "few weeks" and were sup- 
posed to have collected the arms from 
the groups that were allegedly fighting 
for a separate state within a "few days." 

What actually happened thereafter 
has been a series of breaches of faith and 
trust on the part of India which leave Sri 
Lankans of all races and creeds with bit- 
ter memories. 

Even if the Indians are going to start 
pulling out any troops it would at best be 
a mere "show" and à possible departure 
of a few hundred men which would be 
countered by the unannounced arrival 
of thousands more as has apparently 








been happening judging by the incon- 
sistency of the figures given of the actual 
Indian troop strength in Sri Lanka. 

It is clear that New Delhi has been 
pushed into dangerous operations 
under the guise of “humanitarian assist- 
ance" and “peace keeping" by the likes 
of the “Iran-Contra” operators in the 
Research and Analysis Wing and other 
branches of government. 

There is no doubt that *Colombo- 
gate" scandals related to the supply of 
arms and other involvements in the con- 
flict would soon be exposed if the Indian 
public in general would become more 
vigilant on the issue. 

The pressure on the state and central 
governments of India to get involved in 
Sri Lanka's internal matters is predicta- 
ble, since countries that have similar- 
ly sought regional domination, like 
Germany, Japan and Italy in the 1930s, 
also went through this phenomenon. 

What surprises many Sri Lankans, 
however, is how such vested interests 
seem to be able to get away with per- 
suading the Indian Government to com- 
mit such heavy expenses and to put the 
lives of so many Indian citizens at risk, 
despite the high level of Indian political 
conciousness that we hear and read 
about. 





The most appropriate and face-sav- 
ing modus operas for an Indian with- 
drawl from Sri Lanka appears to be to 


| hand over the alleged functions that its 


troops are said to have been performing 
to an international organisation. The 
organisation likely to be acceptable 
to most parties concerned would be the 
South Asian Association for Regional 
Cooperation. 


Hongkong Bernard Wijedoru 


Parties to the armistice 


George Kim, in his letter in the 26 May 
issue concerning the Korean armistice 
agreement, is wrong. Although it may be 
a mere technicality to most people, the 
armistice agreement was not signed be- 
tween countries, but between military 
forces — the UN Command, the Ko- 
rean People’s Army and the Chinese 
People’s Volunteers. 

Neither the Korean Army nor the 
Korean Government “refused to sign” 
— they were not asked. The Korean 
army was under the command of the 
UN Command. 

It is true that then president 
Syngman Rhee objected violently to the 
signing of the armistice and even de- 
clared that he would not abide by it, but 





JiM BEAM 


The world’s 


best selling 
bourbon. 





KENTUCKY STRAIGHT BOURBON WHISKEY. 80 PROOF. DISTILLED AND BOTTLED BY JAMES B. BEAM DISTILLING CO., CLERMONT, BEAM, KY 















The Regal Meridien Hotel is 

Hong Kong's one hotel with a 
classically European ambience. It 

shows in a superb French gourmet 
restaurant and an authentic Parisian 
Brasserie. 


Yet this quietly luxurious world is 
in the very heart of Tsimshatsui's 
bustling business, shopping and 
entertainment area. 


Stay with us soon and experience 
an ambience that's unmistakably 
Regal. 





REGAL MERIDIEN HOTEL 
. HONG KONG 





A REGAL INTERNATIONAL HOTEL 


For reservations, call your travel agent, Utell International, Air France, 
Meridien Reservations International (MRI) or the hotel direct Mody Road, Kowloon, Hong Kong. 
Tel: (852) 3-7221818, Tix: 40955 HOMRO HX, Cable: HOMRO, Fax: (852) 37236413, SITA: HKGROAF 








John McBeth is correct in saying that 
neither government was signatory to the 
agreement. 

Seoul Horace G. Underwood 


Useful background 


My thanks to your Manila correspon- 
dent for one of the more, if not the 
most, informative backgrounders on 
the Tanodbayan-Supreme Court row 
[The letters of the law, 26 May] now hog- 
ging our local press. 

Manila Ignacio Ma. Francisco 


Respect for the Tunku 


It is difficult not to discern the ill-refined 
and impolite tenor of A. Rahman 
Muda's letter [12 May]. It is almost 
as if the crudeness of the present 
Malaysian administration cannot but be 
reflected in the coarse-grained letter. 
Hence the writer blithely suggests that 
"apart from failing eyesight and now 
heart trouble, the Tunku is also suffer- 
ing from mental decay and senility." He 
even suggests that the Tunku (now at 
85) harbours an interest in being re- 
turned to power. 

I do not think the Tunku is suffering 
from mental decay at all. He still dis- 
cerns, he still perceives. Compared 
to others he is also very much a de- 
cent human being, a dignified gentle- 
man. That is why Malaysians find it so 
much easier to love and respect the 
Tunku. 

Also interesting are the reasons given 
by Muda for why Prane Minister Maha- 
thir did not use Section 70 of the Socie- 
ties Act to save Umno — a query raised by 
the Tunku. According to Muda there 
were two reasons for this. One, that had 
Mahathir used Section 70 he might then 
have been spider. with the courts. 
And two, that he might be seen as being 
power crazy, resorting to any means to 
stay in power. Well really, to many a 
Malaysian mind neither of these two 
reasons would have been regarded 
as being out of keeping with the charac- 
ter of the Mahathir administration. 

After all, there was no compunction 
about rearresting Karpal Singh nine 
hours after he was freed by the High 
Court in March through a writ of habeas 
corpus. If Mahathir had such great re- 
spect for the judicial process why then 
did he not even bother to appeal to the 
Supreme Court instead? And what 
about the recent amendments to Arti- 
cles 121 and 145 of the federal constitu- 
tion, which have opened the door to cir- 
cumscription of judicial powers? Were 
they motivated by a profound respect 
for the judiciary? 

But, more importantly, the fears 
voiced by Muda are unfounded. Use of 
Section 70 by Mahathir as home minis- 
ter could have been strictly limited to 
severing Section 12(3) of the act from 
the purview of judgment. In other 
words, the court processes could still 














erennial attention. 
We tend to every 
detail of your growing 
investment needs. 


If you're cultivating a substantial 
investment portfolio, you'll wel- 
come the experience and advice 
of Merrill Lynch. 

Your Merrill Lynch Financial 
Consultant will work with you to 
clearly establish your objectives. 
He will also personally advise you 
how to select and carefully bal- 
ance the benefits against the 


potential risks of your investments. 


In addition, your Financial Con- 
sultant will give you the benefit of 
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our top-ranked research team 
and all the other resources of 
Merrill Lynch around the world, 
around the clock. 

Merrill Lynch, with eight offices 
in seven countries throughout 
Asia and the Far East, can help 
you achieve investment growth. 
For more information about our 
investment and private banking 
services, call one of our offices or 
return this coupon in complete 
confidence. 
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| Merrill Lynch | 

St. George's Building, 12th Floor 

| 2 Ice House Street | 
Central, Hong Kong 
Telephone: 5-8445288 | 
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| Address | 
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They stand as a mystery on the landscape. A marvel 
of seeming herculean effort. And a towering tribute to the 
spirit and vision of their creators. 

It is with the same willingness to follow a seemingly 
impossible idea that Epson have grown to be a company of 
innovative products and technologies. Our open curiosity 
has led us to design the first printer small and fast enough 
to work in a calculator. A desk-top performance computer 
compact enough to fit into a briefcase. And a wide selection 
of IBM® PC compatible computers that are as easy to use 
as they are to afford. 

Of course, such feats are not accomplished solely by 
our imaginative spirit. As with a magician's sleight of hand, 
Epson's precision technologies are behind each innovative 
leap. Like turning our early work with liquid crystal displays 


A soaring testament o m man 





into an extraordinary flat-screen high-resolution LCD TV that's 
SO tiny, it fits in the palm of your hand. Or transforming 
ourselves into the world's leading printer 
manufacturer. 

Looking back in time or towards the 
future, we can't help but notice an 
outstanding phenomenon. Give an idea 
lots of headroom and — 
a solid base and you 23 
never know what 
you might ert i. 
come up with 
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making the whole of Umno unlawful. 
Judgment would then have been re- 
stricted to only a decision on whether or 
not the Umno elections of April 1987 
were null and void. And if it was de- 
_cided that the elections were indeed null 


T-and void it would still have left Umno 


-intact as a lawful society. 


Selangor ‘Observer’ 


Off-the-wall cover 


The cover illustration Europe — Asia’s 
Friend or Foe? [5 May] portrayed a 
brick wall topped with barbed wire and 
labelled “protectionism,” garnished with 
a flag ps bearing a montage of the 
flags of the member states of the EC. 
|. Superimposed upon this was the 
“silhouette of a soldier in combat gear 
-carrying an automatic rifle. 

|." This is a remarkable portrayal of the 
EC. The cover immediately brings to 
mind the Berlin Wall which was con- 
structed by the Soviet Union in 1961 for 
its own deplorable purposes. The link- 
ing of the community with a soldier is 
entirely out of place since, though the 
community now has a treaty providing 
for political cooperation among its 
members, Europe's security still lies 
within the framework of Nato. 

This may all seem very obvious to the 
bulk of your readers but since your 
magazine is based and circulated widely 
outside Europe, it can also be misun- 
derstood. I should be grateful for your 
assurance that the cover does not, in 
fact, represent your view of the EC. 

Michael Lake 
Tokyo European Community 
€ The editor writes: The EC's repre- 
sentatives should escape from bureau- 
cratic literalism and address the issues 
raised by the REVIEW's story about the 
threat to freedom of trade and investment 
posed by the EC's 1992 plans. 


Too high a price 


As a Japanese who loves South Korea 
and Korean people, I am concerned 
about Korean peoples' attitudes to- 
| wards nuclear-power plants. Talking 
with my Korean friends often upsets me 
as it reveals their indifference to the 
numerous problems associated with nu- 
clear-power plants. 

South Korea has already built four 
nuclear-power plants, but has plans to 
build another seven. However, as far as 
I know, no opposition to such projects 
seems to exist in South Korea. 

I remember one young Korean, who 
is well educated, saying that he could 
not understand why the Japanese were 
so concerned about nuclear power. 

I was impressed with his wonder at 
why the Japanese continue to talk about 
the Chernobyl disaster which is so dis- 
tant and a "past issue." He added 
that nobody in South Korea was in- 


| have proceeded but without the risk of 





I am alarmed to find that South Ko- 
reans are obsessed with raising their 
economy and production, and are ig- 
noring vital issues that affect the whole 
of mankind. South Koreans are indiffer- 
ent to the 36 nuclear-power plants in 
neighbouring Japan, though the Japan- 
ese plants have had at least five serious 
accidents in the past 12 months. South 
Koreans should be aware that one seri- 
ous accident in a Japanese plant could 
kill many Koreans, and contaminate 
whole areas of South Korea for many 
decades. And they ought to realise that 
a majority of countries are already be- 
ginning to withdraw from nuclear- 
power generation, while South Korea 
and Japan continue to insist on it. 

As a real friend of Korean people, I 
warn them to learn the realities of nu- 
clear power — which is so dangerous 
and costly. It can never replace oil nor 
promise South Korea independence in 
energy. The Japanese are beginning to 
agonise over their enormous nuclear 
waste today. My dear Koreans, have 
you really considered the dangers? 
Kanagawa, Japan Masanori Nisioka 


Catastrophic course 


In your 5TH COLUMN [12 May] J. 
Stapleton Roy plausibly restates the 
American view on nuclear deterrence. 
Unfortunately, it is based upon an en- 
tirely unrealistic assumption. He argues 
that the US must maintain a nuclear 
capability in all regions of the globe in 
order to be able by such means ^to 
counter [Moscow’s] conventional 
superiority.” In other words, he is claim- 
ing that the US would be prepared to 
initiate nuclear war. 

That any US Government would do 
so is simply inconceivable. Despite all 
the talk about SDI there is no defence 
against nuclear missile attack and none 
in sight. Any country which started a 
nuclear war must expect catastrophic 
retaliation. 


Canberra Malcolm Booker 


Eschewing 'excesses' 


The 5TH COLUMN by Micheal Haas 
[10 Mar.] was intriguing, but the author 
Seemed to get carried away by his opin- 
ions and interpretation of what the real- 
ity is in Singapore. 

Although many Singaporeans are 
critical of the government, they remain 
strongly loyal to their country. The ave- 
rage Singaporean would like to be more 
outspoken about the government, but 
he realises the benefits that can be 
reaped from forgoing some of the “ex- 
cesses” of Western societies. 

Haas has to appreciate that Singa- 
pore is intrinsically an Eastern society. 
Eastern values prevail in such societies. 

Many of the dissenters are from well- 
off families. They are not representative 
of the population in Singapore. 


terested in the Chernobyl disaster now. 
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Open discussion. 
Devan Janamitra [LETTERS, 2 
may have good reasons of his ox 
feeling insecure and fearful wher 
cussing the recent re-arrests of the e 
ex-detainees. His circle of friends n. 
be unique, for they had to discuss thé. 
matters “in hushed whispers” while the 
“more courageou .. greeted all. 
this with unprintable expletives.” 
My friends and business acquain-.. 
tances shared no such paranoia. The | 
events of the past month, infact, gave us — 
much to talk about. We did not whisper- 
(perhaps Janamitra should have told us. 
earlier that we should have), nor did we 
feel the need for unprintable ex 
Janamitra should visit the coff 
to witness other active, open di 
on this topic taking place. ^ ^. ^ 
We did feel that the Singapore G 
ernment had deprived us of another 
tertaining commission of inquiry. B 
what puzzled us most was, if the claims 
of the ex-detainees were true, why did 
they not file either civil or criminal 
charges against the alleged culprits. 
Singapore Lim Cheng Teik 


Watch this space 

Thank you for your excellent article on 

China'sspace industry [RE VIEW, 12 May]. 
China's space programme is now ad=: 




















ministered by the Ministry of Aeronau- | 


tics and Astronautics Industry, a newly 

organised ministry set up by the Na- 

tional People's Congress in April 1988, 

and the State Science and Technology 

Commission. The number of Chinese 

satellite launches to date is 21 since 197€ 

(and not 22 since 1975) according to m 

research on the subject. ; 
Important developments that y¢ 

correspondents failed to note were: 

Sino-Brazilian agreement to produ 

1,362-kg earth-scanning satellite / 

duled for launching on a Long } 

rocket in 1992; and the launching 

duled for the near future, of f 

first meteorological satellite atc 

rocket, which is the first to be 

and maufactured independen' 

Shanghai Spaceflight Bureau. 

bureau had also built the Lo: 

for the 7 March 1988 launc 

communications satellite. | 

New York Cliffo 
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Contrary to popular opinion, 
not all bears look alike. 


Neither do global asset managers if you examine them carefully. For example, the 
Julius Baer Group, which has over 40 years experience in international portfolio 
management. Headquartered in Zurich, Bank Julius Baer also operates in London 
and New York, bringing together a strong team of international money managers and 
state-of-the-art technical facilities. 

If your investment goal is long-term capital preservation and enhancement, take a 
closer look at Bank Julius Baer. We offer superior asset management services. 


| JBE:B 
| BANK JULIUS BAER 
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ammoth projects for the physical reconstruction of 
Japan at an estimated cost of US$8 trillion will be one 
of the significant driving forces behind the nation's domes- 
tic economic growth in the next few years. The programme, 
with both government and private finance, aims to make 
Japan's physical assets more closely reflect its wealth by 
upgrading roads, railways, airports and water supply. In 
addition, a series of extensive urban rebuilding schemes is 
planned, both to maintain Tokyo's role as an international 
j business and finance centre, and to develop further the | 
prefectures. The national redevelopment plan and the ef- 


.. | fects it will have on the Japanese economy and the lives of 122 million people 





| areexamined in FOCUS. 


The Australian Government an- 
"nounces changes in its immigration 

policy as a highly critical report on im- 

migration is tabled in parliament. 


Page 18 

Chinese student demonstrations over 
the murder of a Peking University 
graduate student escalate into the 
most serious anti-government pro- 
tests since January 1987. 


Page 20 

Jakarta revives the fear of a commu- 
nist resurgence in the country. Mean- 
while, President Suharto pays more 
heed to advice from a younger gener- 


ation of ministers. 


Page 21 

Japan launches a US$500 million no- 
strings aid programme to Africa, hop- 
ing to silence criticism of its trade with 
Pretoria's apartheid regime. 


Page 25 

i Indiscriminate beatings of protesters 
and torture of dissidents in prison 
stymies Taiwan's opposition parties. 
Page 26 

Hanoi’s announcement of a partial 
withdrawal this year from Cambodia 
forces a policy rethink in Asean. 

















XINHUA 


Page 31 

China faces the sometimes conflict- 
ing tasks of providing both a basic 
"education to the masses and a high 
standard of tertiary-level training to its 
best and brightest. 











Page 49. Cover illustration by Michael McKeever. | Education: Leap forward resumed — 
; i | — Rocky road to reform IS 

i | Brighter means poorer l 

Page 16 Page 108 | Philippines: Strings and brass — 


Osaka’s Securities Exchange hopes 
to challenge Tokyo’s dominant posi- 
tion when both markets begin trading 
new stock-index futures contracts. 


Page 109 

South Korean President Roh Tae Woo 
shuns the closed-door policymaking 
of the past and begins a wide-ranging 
public debate on economic reform. 


Page 111 

indonesia and iran move closer to 
agreeing to a counter-trade deal under 
which Teheran would barter oil for 
manufactures and commodities. 


Page 120 

Japanese electronics giant Sony 
counters the effects of a strong yen 
by setting up factories in low-cost 
Southeast Asian countries. 


Page 122 

Japan Air Lines’ complaints about de- 
fects in newly delivered Boeing 747s 
strike a chord with other airlines. 


Page 124 

A shortage of officers may force 
Hongkong shipowners to register 
under the more liberal maritime re- 
gimes of the flags of convenience. 


Page 127 


Past failures cast doubt on the Hong- 
kong Government’s ability to imple- 
ment the stockmarket reforms recom- 
mended by a review committee. 


Page 129 

Alan Bond avoids incurring the wrath 
of the securities commission by mak- 
ing a A$2.70-a-share bid for Robert 
Holmes à Court's Bell Group. 


Page 130 

Bombay's bourse is poised to hit an 
all-time high despite attempts to 
dampen sentiment by increasing buy- 
ing margins and carryover charges. 
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Singapore promises 

to free Seow soon 

“Francis Seow,  Singapore's 
former solicitor-general who 
-has been detained since 6 May, 
. will be released "shortly, be- 
fore the expiry of his detention 
order and in time for the gen- 
eral elections." This was an- 
nounced by the Singapore 
Government on 5 June, the 
same day Seow was served a 
one-year detention order. 

General elections are ex- 
pected to be held by the end of 
the year, and the government's 
statement said: "Like any 
other citizen who wishes to, 
[Seow] can stand for elec- 
. tions." The government has ac- 
cused Seow of "courting if not 
colluding" with what it calls an 
American plot to create a slate 
of opposition candidates. 
However, the government has 
backed down from one of its al- 
legations, admitting that it has 
found no evidence that Seow 
received any money from for- 
eign groups. 

Seow's son, Ashleigh, call- 
ed the continued detention of 
his father evidence that “it is 
now subversion to think about 
|. going into the opposition." He 
said Seow has not decided 
whether to run. "The govern- 
ment may not have interfered 
with his right to run, but it cer- 
tainly has interfered with his 









right to organise a campaign," | 


his son said. — Margaret Scott 
Agreement reached 

on FSX fighter 

Japan and the US have reached 
agreement on the joint deve- 
lopment of the FSX, the 
next generation of support 
fighters for the Japan De- 
fence Agency. 

The agency’s director-gen- 
|- eral, Tsutomo Kawara, and US 
Defence Secretary Frank Car- 
lucci agreed in Tokyo that 
Japan would shoulder the en- 
tire development cost of mo- 
difying the F16 fighter for about 
X165 billion (US$1.15 billion) 
and would have the final deci- 
sion-making authority for the 
project. — Charles Smith 


Malaysia releases 

security detainees 

A further seven out of an 
original 106 people detained 
under Malaysia's Internal 
Security Act for allegedly 
threatening national security 
last October, were released, 








subject to various conditions, 
on 3 June. Their release leaves 
43 people, including par- 
liamentary opposition chief 
Lim Kit Siang, serving two- 
year detention orders. 

The seven may not leave the 
states where they live or work 
without police permission and 
must report to the police on the 
first of each month. In addi- 
tion, Democratic Action Party 
MPs Tan Seng Giaw and V. 
David may not leave their 
homes between 10 p.m. and 6 
a.m. The others face restric- 
tions that include a ban on poli- 
tical activities, making public 
statements and holding office 
in any society.— Suhaini Aznam 


India to pull out some 
troops from Sri Lanka 


The Indian Peace-Keeping 
Force (IPKF), which has been 
helping the Sri Lankan Gov- 
ernment in its fight against 
Tamil insurgents for more than 
10 months, began shipping 
back home some of its tanks 
and heavy artillery in early 
June. The move followed a 
three-day visit to Colombo by 
Indian Defence Minister K. C. 
Pant. While Pant made no pub- 
lic announcement about a 
phased withdrawal of troops, 
which he said would depend on 
the situation, -he said there 
would be a token withdrawal of 
2,500 of the 50,000 troops now 
in Sri Lanka. A limited IPKF 
withdrawal will strengthen Sri 
| Lankan President Junius 
Jayewardene's hand during 


elections due in a year. 
— Manik de Silva 





| CORRECTION 


In Sending off the umpire 
(Review, 9 June) it was incor- 
rectly stated that Lord Presi- 
dent Tun Mohamed Salleh 
Abas, then solicitor-general, 
rosecuted the then Crown 

rince of Johor, now 
Malaysia’s king, for man- 
slaughter in 1977 and that the 
presiding judge was Raja Azlan 
Shah, now Sultan of Perak. 
While Salleh was solicitor-gen- 
eral in 1977, it was today’s At- 
torney-General Tan Sri Abu 
Talib Othman who prosecuted 
him in that case before the pre- 
sent Chief Justice Tan Sri 
Abdul Hamid Omar. And the 
King was Raja Muda (young 
prince) not Tunku Mahkota 
(Crown Prince) at the time. 
The case in which Azlan con- 
victed the present king of caus- 
ing hurt was in 1973, with Salleh 
appearing for the public pro- 
| secutor. 


| 
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BUSINESS 


Indonesia suggests 
novel debt plan 
Indonesia has suggested repay- 
ing its official debt to Japan at 
1986 exchange rates. Finance 
Minister J. B. Sumarlin pro- 
posed what he called a “cur- 
rency-repayment option” that 
would allow Indonesia and 
other debtor nations to repay 
debts in yen or dollars at ex- 
change rates prevailing when 
the loans were made, before 
the yen’s dramatic apprecia- 
tion. About a third of In- 
donesia's outstanding debt is 
owed to Japan, and repayment 
at 1986 rates would reduce the 
debt burden by US$1.5 billion, 
Sumarlin said. Japanese offi- 
cials do not like the suggestion. 
— Michael Vatikiotis 


Philippines negotiates 
debt rescheduling 
The Philippines has sadn iHa 
negotiations for the reschedul- 
ing of US$1 billion of official 
debts owed to 14 creditors, 
member countries of the Paris 
Club group. Agreements with 
the US and the Netherlands 
have also been reached. The 
debts, originally falling due in 
the 18 months to end-June 
1988, are now to be repaid 
between April 1993-October 
1997. In December 1987, the 
Philippines formalised the re- 
scheduling of US$13.2 billion 
worth of commercial debt. 

— Jose Galang 


South Korea to allow 
won-denominated trade 


South Korea will allow trade to 


| be denominated in won begin- 


ning late this year as the first 
of a four-step programme to 
make the won a fully converti- 
ble international currency. In 
succeeding stages, foreigners 
will be allowed to hold won-de- 
nominated bank accounts; the 
central bank's monopoly over 
foreign-exchange transactions 
will end and capital transac- 
tions will be liberalised, and 
foreigners will be allowed to in- 
vest in South Korean stocks. 

— Mark Clifford 


India eases investment 
licensing rules 

India halved to 26 the number 
of industries which need li- 
cences to set up factories and 
dramatically raised the 
thresholds for investment and 
foreign-exchange outlays 
bevond which industrial pro- 


| 





jects would require licences. 
Projects under Rs 150 million 
(US$11.1 million) or requiring 
foreign-exchange outlays equal 
to less than 30% of their first 
year’s commercial production 
will now be exempt from 


licensing. The puse limits 
had been Rs 50 million and 
15%. The licence-exempt in- 
vestment ceiling in officially 
designated "backward areas" 
has been raised to Rs 500 mil- 
lion. — Lincoln Kaye 


China links price 
reforms to wages 
China's top party leaders have 
reaffirmed their commitment 
to price reform, despite rising 
consumer complaints about in- 
flation. At a meeting of the 
politburo, which ended on ! 
June, calls were made for plans ' 
to link price reforms to in- 
creases in wages for urban 
workers. "China's current re- 
forms have entered a critical 
period," a newspaper report on 
the meeting said. "There are 
risks in our reform, but if we re- 
treat instead of advance, there 
will be no way out." 

— Robert Deifs 


Vietnam authorises 

public share issues 

Two Vietnamese cities have for 
the first. time allowed public 
companies to sell shares to 
raise capital, Agence France 
Presse reported from Hanoi. 
Ho Chi Minh City agreed to the 
move late last month, while 
the municipal authority of 
Haiphong authorised its ship- 
ping company to sell shares. 
Shares have already been sold 
to the Bank for Foreign Trade, 
an insurance company and 
private. individuals, including 
overseas Vietnamese. The 
move follows new policies in- 
troduced in March that mean 
state enterprises begin taking 
responsibility for their profits 
and losses. —-Murray Hiebert 


Hyundai executives held 
on kidnapping charges: 
Two senior executives of South 
Korea’s Hyundai Engineering 
and Construction have been ar- 
rested on charges stemming 
from the kidnapping of union 
organiser So Chong Ui, who 
was held for. five days. The 
company chairman, Lee 
Myung-Bak. is also being ques- 
tioned about the kidnapping. 
South Korea's tenth-largest 
company, Hyundai had a turn- 
over of Won 1.5 trillion 
(US$2.05 billion) last year. 

— Mark Clifford 
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.| THE RIGHT STUFF 


The Keidanren, Japan’s leading 
rivate-business federation, has 
ecome wary of commenting Pee 
on Japan’s trade relations with the 
Soviet Union because of 
, "harassment" of Japanese companies 
| involved in Soviet trade by extreme 
: rightwing organisations. A Keidanren 
Spokesman recently cited rightist 
| pressure as a reason for declining an 
interview on Soviet trade. The 
harassment is said to have become 
worse since the “Toshiba Affair" of 
:: 1987. The affair involved a breach of 
«1. Cocom regulations by a Toshiba 
| subsidiary, which sold machine tools 
to a Soviet naval dockyard for the 
manufacture of submarine propellers. 


IN THE MONEY 


Japan's Export-Import Bank is 
expected to announce a concessional 
yen loan to the Sultanate of Oman 
soon. Until now, loans with a grant 
element of more than 25% have only 
been given by the Overseas Economic 
Cooperation Fund, but because the 
fund is having difficulties disbursing 
the growing aid budget, the Ex-Im 
Bank is being used increasingly to 
recycle Japan's external surplus. If 
the loan goes ahead, it will be à 
significant victory for the Finance 
inistry, which controls the bank. 


TIMETO GO 

One of the two private-sector 
representatives in the Philippine 
policymaking Monetary Board, 




















plantation-owner Jesus Ayala, has 
expressed a desire to quit. If his 
resignation is approved by President 
Corazon Aquino, Ayala will follow 
Pilipinas Shell Petroleum president 
Cesar Buenaventura, who resigned 
late last year. The only other private- 
sector representative to the Monetary 
Board, which is chaired by Central 
Bank ofthe Philippines governor Jose | 
Fernandez, is agri-business leader 
Luis Lorenzo. Ayala's move 
coincides with growing calls in 
congress and in the business sector for 
the creation of a new, independent 
monetary authority. 


PACIFIC GLASNOST 


Moscow 
officials may 
soon produce 
concrete 
information to 
end speculation 
on the size of 
their Pacific 
forces, in 
response to 
Japanese 
newspaper 
reports that Soviet military activity in 
the region is increasing. Senior 
officials are understood to believe 
that “concrete facts and concrete 
data” are needed, and that the 
current climate of glasnost in the 
Soviet Union makes this both 
necessary and possible. The Soviets 
are understood to be keen to begin 
discussion at expert level on Soviet 





A 
Gorbachov. 





| FIRE PROTECTION 


| this month to help meet the cost of 





leader Mikhail Gorbachov’s 
o posals to build confidence in 
oviet intentions in the region, made 
in an interview with the Indonesian 
newspaper Merdeka in July 1987. 





The World Bank i expected to 
announce a special loan to China of 
around US$100 million at the end of 








harvesting timber damaged 
the huge forest fire i giang 
province last year. The funds will be 
used to finance the purchase of 
equipment to remove marketable 
timber left behind by the fire, which 
devastated 1 mil ia of the 
Daxinganling Chinese forestry 
experts estimate that 15 million m? of 
timber can be salvaged from the 73.6 
million m? of Dono d trees, if it 
is cut by mid-1990. 


RADARTRAP 

US contractors are understood to 
have completed installation of a 
low-level Nap of the Earth 

radar system, which will allow South 
Korean operators to detect slow- 
flying North Korean aircraft seeking 
to use mountain valleys to infiltrate 
commando teams across the 
demilitarised zone. The enhancement 
of the South’s low-altitude radar 
capabilities was alluded to during the 
annualsecurity consultations between 
the two countries in 1986 and is one of 
about 10 early-warning systems 
currently in operation in South Korea. 
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AFGHANISTAN 

US-backed Afghan rebels captured 
Qarabagh, a key city on the main highway to 
Kabul, Western diplomats in Islamabad said 
(7 June). 


CHINA 

Peking University students marched 
across the capital in a pre-dawn protest over 
the murder of a fellow student by a gang of 
youths (3 June). The students put up scores 
of posters attacking the government and the 
pany in protest against their murdered col- 
eague (6 June). Polish Prime Minister Zbig- 
niew Messner arrived on an official visit 
(7 June). 


FiJl 

Police arrested an Indian in connection 
with the seizure of an arms shipment in Aus- 
tralia bound for Fiji (3 June). Police detained 
40 people, including a former foreign minis- 
ter, after seizing a large quantity of arms from 
seven Mx eiie. belonging to ethnic Indians 
(6 June). Security forces discovered more il- 
legal arms and arrested 22 more people in 
raids across Fiji (7 June). 











HONGKONG 

China’s top official in charge of Hong- 
kong affairs, Ji Pengfei, arrived for dialogue 
on the first draft of the Basic Law (7 June). 
The government-appointed Securities Re- 
view Committee called for a complete 
overhaul of Hongkong financial markets and 
the setting up of a new independent sec- 
urities watchdog (2 June). 


JAPAN 

Hundreds of people belonging to right- 
wing groups protested against the arrival of 
two Soviet fishing vessels at the northeastern 
port city of Shiogama (7 June). 


MALAYSIA 

M. G. Pandithan, a leader of the Malay- 
sian Indian Congress, art of the ruling Na- | 
tional Front coalition, began a death fast ina 
row over allegations that he had advocated 
violence and made statements detrimental to 
the party (5 June). 


NEW CALEDONIA 
Suspected Melanesian separatists killed a 
farmer of European origin and wounded | 





| SRILANKA 


another during the first round of French gen- 
eral elections (6 June). 


PAKISTAN 
The opposition said it would not contest 
elections called by President Zia (2 June). 


SINGAPORE 

The government admitted that it had no 
evidence that the US had encouraged de- 
tained lawyer Francis Seow to organise op- 
position candidates for the next general elec- 
tion (4 June). 


SOUTH KOREA 

The government offered North Korea 
high-level talks, dropping an earlier demand 
that Pyongyang apologise for the bombing of | - 
a Korean Air aircraft in November (3 June). 
A student who set himself on fire as a protest 
against the government and the US died of 
his injuries (6 June). 








The ruling United National Party akd 
control of two provincial councils in. elec- 
tions, officials said (3 June). : 
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Panel urges migrant selection in order of economic merit 


Seeking the self-starters 


By Michael Malik in Sydney 
|^ the way it is raising its immigration 
quota for the year starting next month, 
the Australian Government is already 
showing the influence of just-published 
advice on how immigration policy 
should be shaped over the long term. 
Perhaps most controversially, advisers 
say independent migrants should not 
just have to meet certain standards but 
be the best of those that apply. Unless 
migrant quotas are greatly expanded — 
and government spokesmen say they 
will not be — that means tougher com- 
petition. 

The advice comes in the Fitzgerald 
Report, tabled in parliament on 3 June. 
The name is that of the chair- 
man of the committee which 
wrote it, trade consultant and 
Chinese scholar Stephen 
Fitzgerald, who was Austra- 
lia's first ambassador to com- 
munist China. 

Accepting that there is 
economic justification for a 
continued immigration pro- 
gramme, the report argues 
that Australia should take the 
migrants with most to contri- 
bute — while maintaining 
existing family reunion and 
refugee intakes. The strong 
demand for places — with 
over 1 million inquiries a 
year, a third from Asia — 
would allow Canberra to pick 
and choose. 

The report asserts that the 
government's failure to con- 
vince the general public of 
the programme's potential 
benefits to the country has 
created a serious credibility 
gap. The programme, the re- 
pon argues, must not only be in Austra- 
ia’s interests, but must be understood 
to be so. 

The present pass-mark system was 
causing a backlog of tens of thousands 


of potential immigrants virtually as- | 


sured a place in the queue and suggested 
emphasis should in future be placed on 
young, skilled and entrepreneurial im- 
migrants, with only those scoring the 
most points being admitted. The others, 
the committee recommended, should 
be rejected or tolf to apply again at least 
a year later. 

Immigration Minister Clyde Holding 
said Australia would take 140,000 new 
settlers during the coming year — an 
overall increase of 8,000 on the year just 
ending. The larger quota, and the way 





migrants will be selected to fill it, moves 
towards Fitzgerald’s recommendations. 
Although the report was drafted before 
Holding’s announcement, the minister 
denies he was influenced by it and 
quotas have been cautiously expanded 
for the past three years in any case. 

But while the new quota retains a 
complex eight-category structure — 
which the report strongly recommends 
should be simplified to three: family im- 
migration, refugee and humanitarian, 
and a new catch-all open class — the 
government has decided to impose 
more vigorously a cut-off point for 
selection to the 45,500 places (cut by 
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4,000) in the “independent and conces- 
sional” category. 

Under this provision, only those with 
the highest ratings will be selected 
rather than those who simply meet a 
fixed “pass mark” on a points system. 
Points are awarded for employability, 
skills, education and age — with em- 
ployability being the most important 
element. 

Appearing to endorse Fitzgerald's 
approach, Holding said that Australia 
could not afford an open-door immigra- 
tion policy and that the national interest 
would be best served by taking in people 
who can easily slot into the workforce 
and make an early contribution to eco- 
nomic development — a policy which 
favours those with professional, techni- 
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cal and other skills and with a working 
knowledge of English. 

Holding also announced an increase 
from 8,000 to 12,000 in the business-im- 
migration programme — places re- 
served for those who can bring business 
and entrepreneurial skills to Australia, 
plus A$500,000 (US$393,400), and a 
long-term commitment to start business- 
es which will create jobs as well as 
generate economic growth. Holding 
said next year the government expected 
an inflow of more than-A$1.5 billion in 
capital from the programme. 

The Fitzgerald Report recommends 
that the business-immigration program- 
me be monitored to make 
sure that successful appli- 
cants do, in fact, establish 
businesses and create em- 
ployment and wealth for the 
community. 

By  pre-empting the 
Fitzgerald Report on the 
points system, Holding de- 
fused a major criticism of pre- 
sent policy in the report. 
When tabling the report, the 
minister made it clear that the 
Fitzgerald committee should 
not automatically expect the 
government to accept all of 
its recommendations. 


n fact, there will be a three- 
month period for public dis- 
cussion and comment, as well 
as consultations with ethnic 
bodies, trade unions, indus- 
trial organisations and others 
on the direction of future 
policy before the government 
announces any decisionson the 
report's recommendations. 
One reason for the minister's mea- 
sured response to the report is that it 
contains not only criticism of policy in 
some areas but attacks on his depart- 
ment's administration of existing regu- 
lations. It also suggests that some of the 
administration of services to immigrants 
be transferred to other departments. 
These views were hardly designed to 
foster an enthusiastic response from the 
people under fire in the report, and de- 
partment officials have been quick to as- 
sert that reforms and restructuring al- 
ready in train are rectifying in large 
part what weaknesses exist in the sys- 
tem. 
The Fitzgerald Report criticises 
weaknesses in the selection of suitable 
immigrants and says these weaknesses 
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explain some reports the committee had 
received of immigrants who had failed 
to succeed here. One example was a 
lack of English-language skills in some 
older European migrants, leading to 
above-average unemployment rates 
among this group when the economy 
slows down. Selection of people with 
various necessary skills would help to 
avoid such situations, the report said, 
and would produce migrants who could 
lead productive and fulfilling lives and 
be an asset to the community. 

The committee’s main criticism is 
that successive governments have al- 
lowed immigration to slip from being a 
central-policy matter, letting it, instead, 
drift in an ad hoc fashion. The commit- 
tee asserted that some Immigration De- 
partment officials had such a narrow 
focus that they have come to think that 
immigration is only of concern to immi- 
grants and not to society as a whole. As 
an example, Fitzgerald said the first in- 
formation sources to whom the commit- 
tee was directed consisted exclusively of 
the department's clients, migrants and 
ethnic bodies. 

Another criticism is concerned with 
the failure of "multiculturalism" as a 
concept in working towards racial har- 
mony. Despite its intention of avoiding 
forced assimilation and a loss of identity 
for foreign migrants, the concept had 
failed, the committee found, because, 
ironically, it had come to be seen as 
something for immigrants and ethnic 
communities only — not for the whole 
of Australia. Thus, multiculturalism has 
created suspicion among many Austra- 
lians rather than producing understand- 
ing between communities, the commit- 
tee asserted. 

“Just as Australia is a democracy but 
has its own identity, so also is it mul- 
ticultural, but nonetheless identifiable as 
Australian. It is the Australian identity 
that matters most for Australia. And 
if the government will affirm that 
strongly, multiculturalism might seem 
less divisive or threatening," the com- 
mittee said. 

This led the committee to draw one 
of its main conclusions: that a commit- 
ment to becoming Australian was essen- 
tial for successful immigration and that 
a symbol of this was the taking of 
citizenship. This, surprisingly, has not 
been done by 43% of overseas-born 
permanent residents who were eligible, 
or | million people. About 60% of these 
were British or Irish, and virtually 
none was a refugee. At the moment, 
about 3 million residents, or 20% of 
the total population, were born outside 
Australia. 

The committee took what it sees as a 
lack of commitment among people from 
this group seriously enough to suggest 
that such people be denied some 
privileges. These would include the 
right to sponsor other immigrants — 
even relatives — and the right to welfare 
and other benefits, except health care. 
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The centrepiece of 
the committee's pro- 
posals for a relevant 
immigration program- 
me is its call for a re- 
duction of immigration 
categories from eight to 
three. The committee 
said its proposed fam- 
ily-immigration cate- 
gory should be in- 
creased from the pre- 
sent 35,000 to 40,000 
persons annually. The 
committee's catch-all 
category would include 
all applicants not in- 
cluded in its propos- 
ed family and refugee 
and humanitarian cate- 
gories, including business migrants. 


Fi immigration should continue 
unchanged, the committee recom- 
mended, allowing entry of spouses, de- 
pendent children and fiancées of pre- 
sent residents. This policy, the commit- 
tee said, should be extended to include 
grandparents over 55 and to allow the 
entry of parents over 55 with the present 
requirement of a job offer. Parents 
under this age, however, should have to 
compete for a place in the open cate- 
gory. The committee rejected the idea 
that extended-family reunion is “a 
right" and asserted that it has never 
been accepted as such by political par- 
ties or the electorate. 

Refugee and humanitarian entry 
should continue, the committee said, 
but it suggested that the time had come 
for a gradual disengagement from the 
Indochinese resettlement programme, 
in consultation with first-asylum coun- 
tries, because the departures from In- 


THAILAND 















dochina are recognised 
as becoming increas- 
ingly migratory rather 
than caused by fear of 
persecution. 

Rejecting the idea of 
a national quota system 
as used by the US, the 
committee suggested 
that all other immi- 
grants should compete 
in the open category. 
This category, heavily 
weighted in favour of 
the young and skilled 
and scored on a points 
system, would take in 
seven factors: labour- 
market skills; entre- 
preneurship and special 
talent; age; language capacity including 
English, as an enpiossbility tor: kin- 
ship in Australia; links with Australia 
(such as previous extended visits), and 
attributes of the spouse. 

With language, knowledge of Eng- 
lish would not be compulsory though 
important. Skills with the languages of 
Australia s major trading partners 
would also be highly rated — which 
would give emphasis to the languages of 
Northeast Asia. 

In the course of compiling its report, 
the committee came to the conclusion 
that some recent manifestations of ra- 
cism did not reflect the general Austra- 
lian outlook and are seen to be unac- 
ceptable by both the bulk of the media 
and by state and federal governments. 

Praising the easy-going attitudes of 
Australians for this, the report added 
that “the fact that the overt articulation 
of racism . . . is contained, is a reflection 
of a society which is mature, sophisti- 
cated and civilised.” o 








A right royal row 


By Paisal Sricharatchanya in Bangkok 


Nu first-ever petition to King Bhu- 
mibol Adulyadej against Prime 
Minister Prem Tinsulanond has drawn a 
barrage of criticism. In a media 
onslaught on state-controlled radio and 
TV stations, Prem's supporters accused 
the 99 academics and professionals who 
signed the petition of "inappropriately 
involving the monarchy in politics." 

In the ensuing uproar which domi- 
nated the Bangkok press for a week, the 
central theme of the petition appeared 
to be glossed over: that Prem was not 
maintaining the neutrality of a 
caretaker premier in the interval be- 
tween dissolution of parliament and the 
24 July national election, that he had 
used important institutions like the 


Petitioners complain to the king about prime minister 








monarchy and armed forces to enhance 
his own political status. 

Under the Thai constitution, the 
king is supposed to remain “above” 
politics. Although over the years he has 
received numerous petitions, mostly deal- 
ing with the personal grievances of his 
subjects, this was the first complaint di- 
rected at the prime minister. 

The fall-out so far has cast a negative 
light on both the anti-Prem and pro- 
Prem elements. One Chulalongkorn 
University lecturer who declined to join 
the petitioners said: “The subject was 
not serious enough to warrant His 
Majesty’s involvement." The prime 
minister's supporters were also blamed 
for their over-zealous reaction. Neutral 





17 


IO IAP CnaT Ey 











Mea EST 





observers appealed for the subject to be 
put to rest. 

The objective of the petitioners — 
comprising 59 university lecturers plus 
well known figures in various other pro- 
fessions — was unclear. Inside sources 
said the move was originally conceived 
as a deterrent against a coup. Coup 
rumours were rife in the latter part of 
May following army commander Gen. 
Chaovalit Yongchaiyut's patiwat (revo- 
lution) remarks (REVIEW, 2 June). *. .. 
We are opposed to any political changes 
outside the established ground rules, 
particularly a coup," the petition stated. 

The prime minister has dismissed the 
criticism, urging caution on matters 
concerning the king. Prem said he had a 
duty under the constitution to ensure a 
fair and neutral election. Because of his 
personal ties with the military brass as a 
former officer, soldiers would always 
tend to pay him more visits. This had 
nothing to do with his neutrality. 

The petition stopped short of recom- 
mending any solution apart from ex- 
pressing hope that the royal aura of 

wer would ensure Prem's impartial- 
ity. Defending the move as use of a 
special bond that has existed between 
the people and their kings since ancient 
times, Chulalongkorn political scientist 
Sukhumbhand  Paribatra, a prime 
mover behind the petition, explained: 
“We turned to His Majesty as the ulti- 
mate source of justice. We merely 
wanted to bring the problem to his at- 
tention. It is not for us to suggest what 
should be done." 

Retaliating to the unrelentless gov- 
ernment attack, Sukhumbhand and 
Chai-anan Samudvanija, another re- 
spected professor who signed the peti- 
tion, warned at a 6 June panel discus- 
sion that another group of academics 
was prepared to sign a second petition 
unless the government stopped “hitting 
us below the belt." As part of standard 
practice, the petition was forwarded by 
the royal palace to the government 
fora Emi reniy, 





CHINA 


Talking out of school 


Widening student grievance touches political leadership 


By Robert Delfs in Peking 


Sree demonstrations at Peking 
University, initially sparked by the 2 
June murder of a colleague by hooli- 
gans, have widened in scope and esca- 
lated to the point where they may pose 
the most serious threat to public order 
since January 1987, when a wave of anti- 
government, pro-democracy demon- 
strations swept campuses throughout 
China. 

The student unrest last year came to 
a halt only after Hu Yaobang was forced 
to accept responsibility for the unrest 
and resigned as Chinese Communist 
Party general secretary, and party con- 
servatives launched a campaign again- 
st "bourgeois liberalisation," accusing 
party liberals of inciting the students. 

The new wave of unrest began in the 
early morning hours of 3 June, when 
several hundred students marched from 
the university campus to Tiananmen 
Square to protest over the death of Chai 
Qingfeng, a geophysics graduate stu- 
dent who was killed in a brawl outside a 
restaurant near campus. 

On the following day, wall posters 
appeared on campus criticising an al- 
leged lack of security on campus and a 
deterioration of China’s social climate. 
The posters called for the capture and 
swift punishment of Chai’s assail- 
ants. 

“Do we have to wait until a student 
from [party general secretary] Zhao 
Ziyang's home county is killed before 
we get protection?” one poster de- 
manded, reflecting widespread student 
cynicism towards the party and govern- 
ment. 

An initial list of demands issued by 
an ad hoc student group included a pub- 
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Public Security Vice-Minister Yu Lei speaks to demonstrating Peking University students. 
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lic trial on campus of Chai's assailants, 
attendance at Chai's memorial service 
by the minister of public security and 
other officials, and news coverage of the 
3 June demonstration. 

By 6 June, the ranks of student dem- 
onstrators had swelled to more than 
1,000 and their demands had gone far 
beyond those concerning Chai’s death. 
On the evenings of 6-7 June, the stu- 
dents congregated at a wall on campus 
where “big character” protest posters 
were being put up to discuss plans for a 
demonstration on 8 June. 

A 7 June wall poster signed “Action 
Committee" — which one student de- 
scribed as an "underground organisa- 
tion" — attempted to codify students' 
concerns into six demands: guaranteed 
press freedom; revision of the “10 Arti- 
cles" issued in 1986 restricting public 
demonstrations; reform of the National 
People's Congress (NPC) elections sys- 
tem and expansion of its power over 
government; higher priority for educa- 
tion and more funding; an improved 
legal system so basic rights can be pro- 
tected, and that the media publish diese 
demands nationwide. 

These concerns comprised the main 
theme of the student demonstrations in 
January 1987. But this time, some post- 
ers went so far as to criticise present and 
past party leaders by name. "If there 
really were secret-ballot [NPC] elec- 
tions, could Li Peng possibly have 
ar elected premier?” one poster 
said. 

Another, signed “Lao X" (Old X), 
expressed regret that late party chair- 
man Mao Zedong had not died in the 
1950s. “History has left us with another 
chance," the poster said. "We cannot 
entrust our fate to the enlightened em- 


peror" — an apparent reference to 
paramount Chinese leader Deng Xiao- 
ping. 


Authorities were initially restrained 
in their sana to the demonstra- 
tions, but the broadening of students’ 
concerns to social and political issues 
and indications that more demonstra- 
tions are planned drew what appeared 
to be a warning from Zhao. Speaking to 
visiting Polish council of ministers chair- 
man Zbigniew Messner on 7 June, Zhao 
said: "China's political-structure reform 
needs a steady development. A situa- 
tion of stability and unity must be main- 
tained." 

The importance of "stability and 
unity" was a central theme in the official 
condemnation of the January 1987 
demonstrations and anti-government 
rioting in Tibet last year. 
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| Acommunist comeback? 


President Suharto warns the country against leftist agitators 


By Michael Vatikiotis in Jakarta 


pe evived fears of a communist come- 


back in Indonesia have taken on an 


-| added dimension, with a call by Presi- 


dent Suharto to guard against the influ- 
| ence of communist agitators in the press 
‘and a move to check the records of 
500,000 former political detainees. 
_ After a meeting with Suharto on 1 
June, Information Minister Harmoko 
said the president had ordered tough 
measures against any segment of the 
` media which spread "banned ideo- 
logies" — meaning communism. 

The sounding of such a harsh warn- 
ing from the top has surprised observers 
because the bulk of what has appeared 
in the press has been virulently and un- 
ambiguously anti-communist in nature. 
The past two months have seen numer- 
ous calls in the press for a purge of al- 
leged communist elements in the gov- 
ernment. Nevertheless, Harmoko re- 
vealed that two publications had been 
warned because of writings that con- 
tained traces of communist ideology. 

It is believed that one of the publica- 
tions warned was the afternoon daily 
Suara Pembaruan, which published a 











The slow handover 


letter from a prominent 
writer, Pramoedya Ananta 
Toer. He was replying to a 
call for his books to be 
burned that appeared at the 
end of May in Jayakarta, a 
popular daily backed by re- 
tired military officers which 
has carried the bulk of anti- 
communist material. 

Implausible though it 
seems that, 23 years after 
the bloody suppression of 
an alleged communist-back- 
ed coup, Marxist ideology is 
on the march again in In- 
donesia, the government appears to be 
building a case along these lines. 

On 3 June, Sudomo, the coordinat- 
ing minister for political and security af- 
fairs, appealed to the public to report 
any signs of infiltration by elements of 
the banned Communist Party of In- 
donesia (PKI). He told the press that 
the government will examine the rec- 
ords of former political detainees from 
the “B” and "C" categories of those 
with identified communist links in 1965. 





| Suharto works with hand-picked younger generation group 


persistent theme of President 
Suharto’s recent speeches has been 
that it is time the younger generation 
took over from the so-called generation 
of 1945 which saw the Indonesian re- 
m through its revolutionary birth. 
ntil now, that group has been slow to 
pass on the mantle of leadership, and 
the intermediate generation which fol- 
lowed has waited patiently in the wings. 
The Javanese have a saying: Alon alon 
asal kelakon (Slowly but surely things 
will get done). Two months into the life 
of Suharto's fifth cabinet, the younger 
generasi penerusan, or succeeding gen- 
eration, is showing signs of emerging. 
The make-up of the new cabinet it- 
self is in part a measure of this. Soon 
after the new team was announced at 
the end of March, observers noted the 
presence of a group of younger minis- 
ters with whom, it emerged, the presi- 
dent had been working very closely. 
Displaying the talent for syncretism 
that has become one of the hallmarks of 
his rule, Suharto is said to have selected 
nine people — who represent a wide 
spectrum of interests — shortly after the 
last parliamentary elections in April 
1987. The group comprises three 


bureaucrats, three soldiers and three 
politicians. All, except one Christian, 
are Muslim and politicians of both libe- 
ral and nationalist persuasions are in- 
cluded. All but one of the group is in the 
cabinet. Observers here have dubbed 
them the Wali Sanga — after the nine 
missionaries who first brought Islam to 
Java in the 15-16th century. 

The precise extent of their influence 
is unknown. What is clear, according to 
analysts, is that they were handpicked 
by Suharto himself and that he confers 
with them frequently. “We were told by 
the president to discuss future events, 
future problems," one of their number 
told the REVIEW. It was with this group, 
for example, that the president dis- 
cussed such matters as the candidate for 
the vice-presidency and the draft 
guidelines of state policy. 

The three bureaucrats include State 
Secretary Murdiono, Mining and Energy 
Minister Ginanjar Kartasasmita and 
Manpower Minister Cosmas Batubara. 
All three held junior positions in the 
previous cabinet. The three politicians 
are all new to the cabinet; they are Sar- 
wono Kusumaatmadja (junior minister 
for bureaucratic reforms), Akbar Tan- 
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» In an interview, Sudomo said 

“experience has shown that, given the 
chance, the PKI will strike again.” 

As evidence of this, Sudomo cited 
the case of a member of the West 
Sumatra Regional Assembly — also the 
local head Golkar — who was sacked at 
the end of March for alleged 
communist links. The distri- 
bution of pamphlets and re- 
cent applications to form 
legal political parties from 
former communist activists 
were. also offered as evi- 
dence of a nascent com- 
munist revival. 

Sudomo said communist 

lans for a come back date 
from a meeting of PKI rem- 
nants in Peking in 1982. 
That, he suggested, was a 
good time for the com- 
munists to think along these 
lines because of à planned 
reorganisation of Indonesia's militar 
structure, which began in 1983. Wit 
the reorganisation, Sudomo asserted, a 
younger generation of officers who 
"were too young at the time of the 1965 
coup attempt to know who was involved" 
began to assume command of the armed 
forces (Abri). Therefore, the minister 
said, “conditions are now more favoura- 
ble for the PKI to continue their action." 

Sudomo, who is a long-standing 
close associate of Suharto, refutes any 





jung (minister of youth and sport) and 
Siswono Judohusodo (public housing 
minister). The three soldiers are the 
current armed forces commander, Gen. 
Try Sutrisno, his army chief-of-staff, 
Gen. Edi Sudrajat, and Lieut-Gen. 
Soegiarto, transmigration minister. 

Another feature of the new cabinet 
reflects the changing nature of 
Suharto's rule as he embarks on his 
fifth, and possibly final, term. Accord- 
ing to the coordinating minister for poli- 
tical and security affairs, Sudomo, the 
structure of ministerial reporting has 
been changed, giving more responsibil- 
ity to coordinating ministers and reduc- 
ing individual access to the president. 
"Ministers can now solve their problems 
by reporting to coordinating ministers 
rather than directly to the president," 
Sudomo told the REVIEW. 


Q: a broader level, regeneration is 
evident in the ranks of “first-eche- 
lon" officialdom. But the process re- 
mains a gradual one. According to 
Sudomo, the younger generation, 
though more dynamic, still lacks the 
"wisdom and experience" of its elders 
and therefore the two. groups need to 
work hand-in-hand. Sudomo said the 
lack of experience of younger armed 
forces Abri officers was the result of 
rapid promotion through the ranks. 
Sudomo, a retired admiral who is close 
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suggestion that the revival of com- 
munist fears is linked with political man- 


congress in October. He argues instead 
that attacks on Golkar's current chair- 
man, Vice-President Sudharmono, may 
also be the work of communist agitators 
to create an atmosphere of suspicion. 

Given the government’s apparent 
concern about the revival of a com- 
munist-inspired internal threat, it is 
curious to note that the formerly power- 
ful internal security apparatus (Kop- 
kamtib), which was used so effectively 
to crush the 1965 coup, appears at pre- 
sent to be only vaguely defined. De- 
fence Minister Gen. Benny Murdani 
remains Kopkamtib commander but, 
Sudomo said, a new agency will shortly 
be formed directly under the president 
to oversee national security. Sudomo 
| said it will be a “skeletal organisation 
that will be activated when needed.” 

It is difficult to judge the govern- 
ment’s motives for fuelling fears of a 
communist threat. 

One view is that since attempts to 
dampen talk of a communist threat have 
not worked, the government is now 
seeking to assure certain quarters that 
they have the matter in hand. But while 
not reacting at all may have encourag- 
ed the press to dwell more specula- 
tively on this issue, it is difficult to 
see how the way the government has 


to the president, echoed the call made 
recently by the Defence Minister, Gen. 
Benny Murdani, for a special school de- 
voted to training potential leaders. Ob- 
servers say Murdani’s remarks reflected 
widely held reservations in Abri about the 

capabilities of the younger generation. 
But while, as one senior government 
source said, “the current tendency is to 
appoint technocrats,” there are those 
who still regard senior Abri officers with 
political experience as better suited for 
top posts. Emphasising Abri's twin 
ideals of discipline and stability, 
Sudomo argues that in certain areas 

"there is still a need for Abri men." 

However, if opinion is divided over 
the course regenerasi should take, 
Suharto, always striving for harmony, 
will almost certainly strike a balance 
wherever possible. He has made it 
known that the next chairman of the rul- 
ing Pd group Golkar, to be chosen 
at the party's national congress in Oc- 
tober, should be drawn from the gener- 
ation of 1945, a criterion that allows for 
a senior military candidate. And, as far 
as the Wali Sanga are concerned, what- 
ever links the president has forged with 
| Golkar politicians are matched by his 
close ties with Soegiarto, a leading 
representative of the generation of offi- 
cers that graduated in the early 1960s, 
and rising army chief-of-staff Sudrajat. 
— Michael Vatikiotis 
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oeuvring in the run-up to the Golkar | 
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reacted now is going to do anything 
else. ui 

































Look, no strings - 


Aid package beginning for closer ties with b 


By Patrick Smith 


Te first part of Japan’s US$500 million untied 
Saharan Africa is on its way. African countries i 
the three-year programme are due to receive shipmet 
following completion of much of the initial p 
Crown Agents — one of two “honest brokers” uti 
visions of the programme will be strictly follo ed. 
It is the most ambitious Japanese aid progr 
flects a growing concern with the region in the wak 


Japan should do more to help Africa develop. 
Since the Ethiopian crisis, Japane aid to Afi r 


with qois dati an additional commitment 
the World Bank's special facility for Africa. —— 

While Japanese trade with South Africa still amo 
total trade with Africa, Tokyo is try- ; 
ing to change that balance. The 
US$500 million untied aid program- 
me is likely to be a forerunner of 
further major assistance to Africa. 

At the same time, the. Japanese 
want to spend their aid money well. 
They want it to go where it will do the 
most good and where it will help their 
diplomatic and strategic interests. In 
particular, they do not want a repeat 
of the situation in the Philippines 
during the era of president 
Ferdinand Marcos, when their aid 
was sometimes redirected for per- 
sonal use by administration officials. 

The Japanese want what they 
refer to as a “transparency of aid" — 
that is, the assurance that the aid will 
be fairly and honestly disbursed to 
the African countries specified and 
that the untied provisions of the pro- 
gramme will be strictly obeyed with no preference given 

To refute claims that Japanese industry and commerce benefit un € 
from the country's untied aid programmes, the government has sought ! e as- n 
sistance of two honest brokers, Britain's Crown Agents and. the United Nations is 
Development Programme (UNDP), in administering the aid. : EE 

The Crown Agents, which is the biggest public-sector buying. agency i in the e 
world, will use its buying offices around the world and its staff allover Africato 
ensure quick and efficient disbursement of the aid money. Of. the 11 
countries involved in the first year of the aid programme, six have c : 
Crown Agents to handle their procurement requirements: Ugand ; E 
receive ¥900. million); Ghana (¥2,000 million), Zambia (¥2,000 millio On), o 
Sudan (¥2,500 million), Tanzania (2,500 million) mg Malaw Y 
lion). 

Niger will use the UNDP for procurement, and Kenya: a combination of local sin 
private importers and public-sector agencies. The Ivory Joast and Somalia are 
still to agree on procurement arrangements with the Japanese. m 

The first-year shipments will include vehicles, construction. equipment and —— 
spare parts, raw materials for industry, capital equipment to. upgrade power 
and water supply systems, as well -as medical supplies. Other countries willbe 
brought into the second year of the programme. Another majgr Japanese ini- 
tiative in Africa this year is its offer of a US$200 million balance of payments. 
credit to Africa's biggest oil producer, Nigeria. On 3 May, Japan stepped up 
multilateral aid by contributing US$390 million to the African Developr 
Bank for aiding environmental and social programmes 4 and housin 
countries. ; 
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CHINA 


Fi ghting sticky fingers 


Corrupt cadres erode support for economic reforms 


By Ellen Salem in Hongkong 


ore than 83% of China’s urban 
dwellers believe that the country’s 
“bureaucracy is corrupt. The bureau- 
1. €racy agrees. According to a recent sur- 
|. vey by the Chinese Academy of the So- 
“cial Sciences (CASS), more than 63% of 
_, the cadres surveyed admitted that they 
were involved in corrupt practices. 
< So rampant has it become, that the 
"Chinese Communist Party politburo put 
_ corruption on the agenda for its three- 
day session from 30 May which mainly 
discussed the impact on the public of 
price rises following price reforms. In a 
statement released after the session, 
corruption was strongly condemned. 
Peking needs to reassert the legiti- 
macy of the party's rule and it must en- 
list mass support for its price reforms. 





| Over the past two years, it has become 


| increasingly clear that the party has all 
` but lost its authority to act as the stan- 
dard-bearer of public morality because 
many of its 2.7 million cadres are cor- 
rupt. For a government that partly owes 
its rise to power to its reputation for 
moral rectitude, being tarred with the 
“same brush as the pre-1949 Kuomin- 
tang, or Nationalists, is of great con- 
cern. 
: Qian Jiaju, the vice-chairman of the 
“Chinese People's Political Consultative 
Conference, quoted Confucius on the 
subject at a conference in April: “If 
one's personal conduct is not correct, 
one may still issue orders, but they will 
not be followed.” Qian advised that the 
party had to “begin by rectifying the 
party style and the conduct of our offi- 
cials.” China's leaders agree. 

Gereral Secretary Zhao Ziyang 
made a start early last year. According 
to the China News Service, Zhao was 
passing through a small town in Shen- 
zhen when he saw the town chief being 
driven around in a Mercedes Benz. En- 
raged, Zhao told the cadre: “If you want 
your job, drop your car.” 

; Conspicuous consumption by party 

- cadres is already fast eroding popular 
support for economic reforms. Accord- 
ing to the CASS survey, more than 71% 
of those queried believe that their social 
status has declined. Party cadres have, 
by virtue of their position, been able to 
grab much of China's limited output. 

Nor does the problem stop with the 
cadres. Popular perception holds that 
corruption has reached immense pro- 
portions. Throughout China, many 
people are finding it difficult to get 
things done, said an editorial in the Eco- 
nomic Daily. Public service units, it 
added, will not serve the public unless 
they are given "favours." In order to do 


| 
| 
| 
i 
| 
| 





business one has to “know what to do.” 

When money is paid, continued the 
editorial, everything can be done, in- 
cluding those things that are illegal. The 
masses are discontented, it added, but 
“have to live with it” because they are 
dealing with the “authorities.” 

Yet another cause of discontent is 


the tendency of highly placed officials to | 


use their positions to benefit family 
members. Last year, the governor and 
deputy party secretary of Jiangxi pro- 
vince was sacked and jailed for two 
years for spending lavishly on his mis- 


tress from public funds and protecting | 


her brother who was smuggling goods. 
In another well-publicised dismissal 

last year, the former director-general of 

the national airline, CAAC, was ac- 





ONE COUNTRY... 
TWO SYSTEMS | 





cused of using his position to obtain 
tickets worth US$14,000 for his son and 
daughter-in-law who were travelling to 
the US to study. 


n general, legal documents bear out 
the public’s perception of cadre cor- 
ruption and a belief that high office pro- 
tects an offender from severe punish- 
ment. From 1982-86, the Peking muni- 
cipality investigated 9,773 economic 


crimes involving 11,268 persons, of | 


whom 27.3%, or 3,073, were party 
members. Of the party members, 851 
were disciplined by the party but only 
335 were stripped of their membership. 
Another 1,644 were disciplined by the 
administration but only 571 sacked. 
Criminal action was only taken against 
1,050 of them. 

Conversely, discipline for non-party 





members without connections can be 
| harsh. As Qian pointed out, the gover- 

nor of Jiangxi who frittered away public 
money was sentenced to only two years’ 
jail while a peasant who stole water- 
melons was sentenced to life imprison- 
ment. In 1986, the Supreme People's 
Court handled 77,386 serious economic 
crimes, most of which involved cadres 
— an increase of 54,37% over 1985. 

In many places, senior cadres have 
i found a ready scapegoat for bureaucra- 
tic malpractices. Radio Shanxi's com- 
ments are typical: "With the expansion 
of our opening up to the outside world 
and with the promotion of our commo- 
| dity economy, the corrosive influences of 
the decadent capitalist ideology and 
style of work will be increased and all 
kinds of unhealthy trends in our society 
may be spread àt any time," it said. 

Part of the problem is that collective 
and private enterprises must routinely 
bribe officials to be granted permits to 
conduct businesses. On top of that, the 
shortage of raw materials and the state's 
monopoly on supply in certain instances 
all but force managers to bribe officials 
to get whatever they need. 
For example, the head of a 
joint-venture shoe manufac- 
turingplantin Chinaincludes 
"transaction. payments" in 
his cost-of-goods sold. 

Government efforts to tac- 
kle corruption have centred 
on individual cases and not 
on the elimination of bureau- 
cratic laws that invite corrup- 
tion. In December 1986, the 
Ministry of Supervision was 
set up to tackle corruption 
and excessive bureaucratic 
red-tape and interference at 
all levels of government. It 
has 15,000 employees in 
most cities and counties and 
has just been authorised to 
set up bureaus in most minis- 
tries and top departments. 

It will supplement other 
efforts to crack down on seri- 
ous economic crimes and the 
| media blitz aimed at exposing corrupt 
| cadres at all levels. 











In addition to the intensive media 
coverage of corruption cases involving 
cadres, several measures have been in- 
troduced to make it more difficult for 
cadres to profit from their positions. In 
Shenzhen, for example, the income, 
spending and personal assets of leading 

| municipal officials will be published reg- 

| ularly. In Shanghai, party and govern- 

ment organs are not allowed to run 

| businesses; nor are cadres in govern- 

| ment or holding party posts allowed to 
concurrently hold positions in enter- 
prises without prior permission. 

Despite Peking’s determination, 
there is little hope this latest drive will 
meet with more than marginal success, 
In part, this is due to the tendency of the 
bureaucracy to protect its own. ü 
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HIGHLIGHTS FROM 
BANCO DI SICILIA . 
ANNUAL REPORT 1987 


Gn billion Lire) - 
1987 1986 


Capital and Reserves 1,605.1 1420.7. 
Total Loans and Advances 22,9447 | 19.945.8 


Total Deposits 27,842.5 26 088. 8 
Total Assets (excluding 

Contra Accounts) $5,1556.0 33,181.7 
Net Profit* R61 RAI 


*After allowing 70 billion Lire for depreciation: and 881 
billion Lire for provisions. : 





Head Office: Via Mariano Stabile 182, Palermo. 
International Banking Group-Head Office: 
Via dei Corso 271, Roma. 
Branches Abroad: Frankfurt a/M, London, 
Los Angeles (Foreign Branch), New York, Paris, 
Lyon (to be opened during 1988). s 
Representative Offices: Brussels, Budapest, Chicago, 
Singapore, Zurich, Munich (to be upgraded into a 
branch during 1988). 
Subsidiary: Banco di Sicilia International S.A Luxembourg... 
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Academic freedom in Asia: 


learning the limitations 


AC freedom is a many-splend- 
oured, and often ill-defined thing. 
In this essay we mean the freedom to 
carry out research and to publish in a 
specialty area, and to speak and write 


x ; publicly on broader subjects that are re- 


lated to scholarly expertise without fear 
of job loss, legal problems or adminis- 
|. trative harassment. Our concern here is 
with academic freedom in the Third 
World, and specifically with the situa- 
tion in the highly successful newly in- 
dustrialised countries of Singapore and 
Taiwan. These views are based on ob- 
servation and informal interviews with 
academics in those countries. 
. Even in the Western industrialised 
nations, academic freedom is not total. 
Yet, in Western nations, norms of 
academic freedom are widely accepted 
and violated only rarely. The situation 
in the developing nations is considera- 
bly more complex. The universities are 
faced with great challenges and prob- 
lems as they look to their foreign models 
for academic values, and at domestic 
realities and pressures for everyday 
existence. 

Many Third World societies are in 
the process of creating a political and so- 
cial culture out of a historical tradition 
of colonialism, ethnic conflict and other 
divisions. Academic institutions 
under great pressure and often under fi- 
nancial constraints — are expected to 
participate in development by providing 
skilled personnel, research that will 
contribute to the economy and, as im- 
portant, to help with the development 
of a national culture and identity. 

Indigenous cultural and political tra- 
ditions are sometimes opposed to the 


open and meritocratic norms of the | 


Western university. In East Asia, the 
Confucian tradition honours the role of 
the scholar and of learning, but it insists 
that the scholar recognise the primacy 
of the state. Governments are fre- 
quently reluctant to let academic intel- 
lectuals play a role in criticising the es- 
tablished order because they perceive 
that political and social institutions are 
too weak to withstand criticism. 

Taiwan and Singapore are not typi- 
cal of the developing countries of the 
Third World. They have among the 
highest rates of economic growth in the 
world and, after Japan, have the highest 
per capita incomes in Asia. They have 
recognised that education is a key factor 
in their economic progress and have de- 
voted considerable funds to higher edu- 
cation. These universities have a strong 
commitment to research and publica- 
tion. 


There are constraints on academic 
freedom in both countries. It is clear 
that in the largest part of the academic 
systems — those faculties concerned 
with science and technology — there is 
no serious problem with academic free- 
dom. But in the social sciences, where 
research may contradict government 
views, professors do express concerns. 

Tenure — one of the bulwarks of 
Western academic freedom — is not a 
given right in Asia. In Taiwan, 
academics do not have permanent ten- 
ure; everyone is appointed on renew- 
able two-year contracts. In practice, this 
means that most within the Taiwan 
academic system have de facto tenure 





Taiwan students in Japan: ommitment. 





from their first appointment since few 
do not have their contacts automatically 
renewed. However, some professors in 
social science fields who express opposi- 
tion to social or political trends in 
Taiwan worry about their status in a sys- 
tem which offers them no guarantees of 
continuing employment. 

In Singapore, there is a tenure sys- 
tem for most academics, though the 
majority of expatriate staff (who consti- 
tute about half of the faculty at the Na- 
tional University of Singapore, the 
country's only university) are on renew- 
able term appointments. Traditionally, 
there have been many constraints and 


—À 


PHOTOS AF 


a | 











Philip G. Altbach is professor and di- 
rector of the Comparative Education 
Centre, State University of New York 
at Buffalo. 








Una 


i 
i 





- 


limitations on research and publication. 
Expatriate academics, especially in the 
social sciences, who have published arti- 
cles that have been seen as critical of the 
government, have found that their con- 
tracts have not been renewed though 
none has been dismissed outright. Local 
staff whose published writings are 
deemed inappropriate are occasional- 
ly criticised by their administrative 
superiors or even by government offi- 
cials, including on a few occasions by 
the prime minister. 

The problems arise almost exclu- 
sively in the social sciences. In both Sin- 
gapore and Taiwan, there are topics 
which are generally considered off 
limits for academic research and writ- 
ing. In Taiwan, issues relating to main- 
land China and to questions of indepen- 
dence for Taiwan are very sensitive. 
There seems to be relatively little re- 
search concerning Taiwan history while 
most efforts are directed at Chinese top- 
ics. Research on specific Taiwan-re- 
lated social issues must be handled care- 
fully by scholars. Using Marxist or neo- 
Marxist methodological approaches is 
restricted. Books from mainland China 
are not generally available in Taiwan 
and academic contacts are not permit- 
ted. 

However, in the past year; there has 
been a marked liberalisation in all as- 
pects of Taiwan political and intellec- 
tual life, and this has had an effect on 
the universities. With the death in Janu- 
ary of president Chiang Ching-kuo, the 
future is unclear, though many Taiwan 
intellectuals feel that the pattern of 
liberalisation will be difficult to break. 


T situation in Singapore is more 
complex. There is no overt censor- 
ship of academics or their writings. Yet, 
it is widely understood that some topics 
— such as ethnic relations — are very 
delicate. Researchers can, and occa- 
sionally do, undertake work that has 
ethnic overtones but they must be ex- 
traordinarily careful in how they inter- 
pret the results. Research relating to 
Singapore's major minority com- 
munities, the Indians and the Malays, is 
seen to be particularly sensitive. 
Recently, government spokesmen 
have begun to focus on ethnic issues in 
the context of a proposed electoral re- 
form, and it is likely that this topic will 
be more openly discussed. Scholars will, 
however, need to be especially careful 
not to stray from officially approved in- 
terpretations. Other topics are less sen- 
sitive. But academics are warned that if 
they have something negative to say, 
they should do so privately in a memoto 
the uuu redes authority rather than in 
the public print or in a scholarly article. 
In both countries, self-censorship is a 
more potent force than overt govern- 
ment restriction. While there is official 























commitment to Western norms of 
academic freedom and there is in fact a 
considerable degree of leeway for re- 
search and writing in the social sciences, 
there is also a constant concern over 
what those in authority, either within 
the university or in government, will 
think. 

Many Third World societies are still 
in the process of development — not 
only economic growth, but also the de- 
velopment of a stable and widely sup- 

orted polity. Many are divided by re- 
igious, ethnic, tribal or other forces. 

Student activism is an especially 
powerful force in the Third World. Al- 
though there have been no student riots 
in Singapore or Taiwan in recent years, 
there is campus ferment in both coun- 
tries and Singaporeans recall major 
demonstrations in the post-indepen- 
dence period. 

It is clear that there are limitations 
on academic freedom in Singapore and 
Taiwan. Yet these two nations, despite 
the problems, provide more latitude 
than many Third World countries for 
their academics. Restrictions, for exam- 
ple, are considerably more severe in 
China than in Singapore or Taiwan. 
The questions remain as to whether 
academics can function effectively with 








these restrictions and whether research 
is affected. 

Definitive answers to these ques- 
tions would be difficult to provide. In 
the sciences and in technological fields, 
one has the impression that academics 
are unaffected by, and even often un- 
aware of, any limits on research or pub- 
lication. The situation in the social 
sciences is more difficult. A few scholars 
test the limits of governmental toler- 
ance in order to press their research 
agenda, but most are fairly content to 
work within the parameters of 
sanctioned research topics. A few find 
the situation intolerable and take jobs in 
other countries in order to be free of 
constraints. 

However, the universities function 
effectively and research and teaching 
goes on. The atmosphere is not dramati- 
cally different from that in a Western 
university. Most academics seem com- 
mitted to the profession, to their stu- 
dents and to the development of their 
countries. Yet, there is a vague feeling 
of unease among those scholars who 
might wish to take a critical stance — 
| and such scholars are often among the 








most creative and original minds. (R | nifies. According to one theory, the 











TAIWAN 


Coming down hard 


The KMT takes a tough line on dissent following riots 


By Shim Jae Hoon in Taipei 


aiwan’s dissident movement has 

withered — for the time being at 
least — under the crushing blow of the 
police crackdown in Taipei following 
the 20 May riots, the country’s biggest in 
41 years. For the opposition Demo- 
cratic Progressive Party (DPP), 11 of 
whose members were detained, the ar- 
rests and the possibility of long jail sen- 
tences could be a crucial setback. Mean- 
while, as the investigation continues 
into who initiated and sustained the 17- 
hour rampage, concern is growing over 
the extensive injuries suffered by many 
of the 96 detainees now in police cus- 
tody. 

Taiwan's police in the past have gen- 
erally refrained from using torture 
against detainees except in cases involv- 
ing serious political dissent. The beating 
and caning with wooden staves and 
clubs of bystanders as well as dem- 
onstrators during the riot — which 
began after a farmers’ protest — has as- 
tonished observers in Taipei. It has 
sparked speculation as to whether the 
government has initiated a new tactic of 
terrorising people with massive repri- 
sals following the increasing number of 
demonstrations recently in the more 
liberal political climate. 

Human-rights lawyers and opposi- 
tion figures who saw detainees at 
Tucheng prison within days of the riot- 
ing, said all but a few bore marks of seri- 
ous injuries from beatings allegedly car- 
ried out by policemen both before and 
after their arrests. They said several had 
serious injuries, including a man bleed- 
ing from the genitals and urinating 
blood. Scores of detainees had bruises 
all over their faces and bodies. 

Where and how most of the injuries 
occurred remains in dispute. A video 
war has started, with the police tape dis- 
playing demonstrators wildly charging 
into the riot policemen, while the dissi- 
dents’ video — backed by still pictures 
— shows anti-riot squads clubbing and 
beating almost everyone in sight. At 
least one opposition party member has 
told his lawyer he was punched and 
kicked by several plainclothes police- 
men in a cell, after lights were switched 
off so they could not be recognised. 

Among those injured was Stephen 
S. Lee, a widely known human-rights 
lawyer, who was caught in front of 
Chengchung police station. As five 
plainclothes officers ran after him, Lee 
was knocked to the ground, lashed with 
staves, punched and kicked. 

Dissidents and DPP members are 
debating what this new tough line sig- 

















harsh countermeasures may reflect a 
que but intense power game now un- 
er-way within the ruling Kuomintang 
(KMT or Nationalist Party) as hardlin- 
ers try to gain the upper hand over the 
liberals at the KMT's 13th national con- 
gress, which opens on 7 July. "Maybe 
the conservatives and military want to 
use [the riots] to say our national sec- 
urity is threatened," said one observer 
critical of President Lee Teng-hui. 
Regardless of the party congress 
government seems determined 
sternly with the protesters. Testifying a 
the Legislative Yuan on 1 June, Interior- 
Minister Wu Poh-hsiung and Vice-Jus- 
tice Minister Lu Yiu-wen vowed to 




















nstration: police crackdown. 





"punish severely" those convicted of 
leading and instigating the 20 May riots, 
with the accent expected to be on the 
"instigators." 

The announcement could signal 
problems for the DPP, whose detained 
members include Lin Kuo-hua, a major 
party speaker and Lin Tsong-yew, its | 
chief journalist. Their arrests are seen as 
a crucial blow to the DPP's efforts to 
maintain their current level of mili- 
tancy, which had included attending a 
number of the recent demonstrations. 

On top of the maximum two-year 
sentence many rioters can draw for vio- | 
lating the law on assembly and demon- | © 
stration, some lawyers foresee the gov- | |. 
ernment slapping additional charges |. 
on “ringleaders” and “agitators” of 
“obstructing the authorities from law 
enforcement." That, under Taiwan's 
law, could bring up to five more years of 
imprisonment. i] 
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Cambodia quandary 


Asean rethinks as Vietnam announces withdrawal 


By Rodney Tasker in Bangkok 
A" is in a quandary. For the 
past nine years, the six-nation 
grouping has urged Vietnam to with- 
draw its troops from Cambodia — but 
now that Hanoi has said it will pull out 
50,000 troops by the end of the year and 
leave the rest under the control of the 
Heng Samrin regime, the Asean coun- 
tries will have to rethink their approach 
to the Cambodia issue in time for the 
Asean foreign ministers’ meeting in 
Bangkok in July. 

Thailand will be most affected. The 
Thais have long been the most vocifer- 
ous in demanding that Vietnam with- 
draw its estimated 120-125,000 troops 
from Cambodia. Publicly, Thai leaders 
have made upbeat statements about the 
withdrawal, which was announced on 26 


May, shortly after Thai Prime Minister | 


Prem Tinsulanond visited Moscow and 
was told by Soviet leader Mikhail Gor- 
bachov that Moscow would talk to the 
Vietnamese about withdrawing. Previ- 
ously, Moscow had insisted it could not 
discuss the matter because it was 
Hanoi's sovereign affair. 

Government officials and Prem him- 
self have portrayed the withdrawal as a 
direct outcome of the Prem-Gorbachov 


talks, though songe Indochina watchers | 


feel that any Vietnamese moves to al- 
leviate their current diplomatic isola- 
tion and economic stagnation had al- 
ready been in the pipeline with or with- 
out Soviet pressure. 

Thai and other Asean officials have 
said Prem and Thai Foreign Minister 
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Siddhi Savetsila publicly reacted posi- 
tively to the announcement in deference 
to the Soviets, given Gorbachov's ap- 
parent sincerity to work towards an 
early political solution to the Cambo- 
dian problem. 

The Thais even briefed the Vietnam- 
ese Embassy in Bangkok on Prem’s trip 
to Moscow, which no Asean country has 
done before. Asean officials, however, 
saw the briefing as part of Bangkok’s 
way of keeping indirect pressure on 
Vietnam, via the Soviets, to leave Cam- 
bodia. Siddhi's deci- 





would be easy for Vietnam to retain its 
Khmer-speaking soldiers in Cambodia 
and say they are part of the Khmer 
People's Republic army, particularly 
after 1990, the date Hanoi has set for all 
its troops to leave. 

Ironically, the Asean countries are 
now having to study the consequences 
of a Vietnamese troop withdrawal with- 
out a prior political settlement. 

Now, everyone is talking about the 
need for a political settlement before 
the last Vietnamese soldier leaves. That 
puts the focus on a planned meeting of 
all four Cambodian factions in Jakarta 
after July's foreign ministers’ meeting. 
Indonesian Foreign Minister Ali Alatas 
has invited the Heng Samrin regime, 
Vietnamese resistance coalition leader 
Prince Norodom Sihanouk and his two 
coalition allies, the Khmer Rouge and 
the Khmer People’s National Libera- 
tion Front, to attend. 

All the coalition allies have said they 
would attend, provided the Vietnamese 
took part. Asean officials have said 


, there would be no point in the four fac- 


tions meeting — and presumably not 
reaching agreement on a coalition to 
rule Cambodia — if the Vietnamese did 
not actively participate. 

Everyone, even Asean, wants to pre- 
vent the Khmer Rouge from coming 
back to power. This is one reason why 
the Asean foreign ministers can be ex- 
pected to express caution over the an- 
nounced witborewad. for privately, al- 
most every Asean country wants time so 
that the non-communist factions within 
the anti-Vietnamese coalition can build 
themselves up. That would bring China 
into the equation. 

Peking s predictable official reaction 
to the situation has been to accuse Viet- 
nam of resorting to "the same old 
tricks," and "entirely deceptive talk." 
China is the sole supplier of weapons to 
the estimated 30-40,000 Khmer Rouge 
troops, but Peking has publicly acknow- 





sion to talk to his 
Vietnamese counter- 
part, Nguyen Co 
Thach, in Bangkok in 
mid-June, having 
said earlier that he 
would only do so if 
there was something 
concrete to discuss, is 


seen in the same 
light. 
Privately, the 


Thais are as sceptical 
as any of their Asean | 
partners about Viet- 
nam's intentions. 
Some cynics in Asean 
say that while they 
have been invited to 
observe the  with- 
drawal, there will be 
nobody there to see if 
the soldiers come 
back. They say that it 
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ledged that the 
| Khmer Rouge should 
not return to domi- 
nate Cambodia, even 


if the Vietnamese 
were to withdraw. 
The Chinese 


bowed to Thai pres- 
sure not to supply the 
Communist Party of 
Thailand, so it is 
thought they would 
refrain from backing 
the Khmer Rouge in 
a Cambodia free 
from Vietnamese 
troops, as long as the 
resulting regime in 
Phnom Penh was not 
anti-Chinese. But in 
the current situation, 
the diplomatic ball is 
in Asean’s court, and 
all things are possi- 
ble. oO 
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ATR 42 -ATR 72 


The cooperation between the AEROSPATIALE 
of France and the AERITALIA of Italy has 
resulted in new aircraft ATR 42 and ATR 72, 
first editions of the ATR family. These are turbo- 
prop jets of a new generation, and are res- 
pectively equipped with PW 120 and PW 124 
engines. They benefit from state-of-the-art 
technology recently developed, in particular in 
the use of composite materials. The ATR 72 
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with an outer wing entirely made of carbon. 
The ATR 42 and ATR 72 were designed for 
short distance flights and to answer to fluctu- 
ations in airline passenger traffic. Their seating 
capacity can be extended from 46 to 70 seats. 
Around them has materialized the ATR system. 
Today, to build an aircraft is not enough: above 
all, what we are building into it, is its pona: 
bility. The supporting logistics endow the air- 
craft with presence, power, and adaptability. 
Our aircraft are the result and the expression of 
a system: the ATR system. 
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lines are already our clients in the five 
continents 

OUR TECHNICAL PRESENCE: All around the 
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round-the-clock availability of the ATR aircraft. 
Toulouse, Washington D.C, and Singapore are 
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OUR TECHNOLOGICAL PRESENCE: ATR air- 
planes are of a new generation. 

OUR FINANCIAL PRESENCE: ATR can act as a 
financial advisor. 

OUR BUSINESS PRESENCE: 4 marketing 
centers throughout the world, feature a verit- 
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able line of products servicing the specific needs 
of each airline. 

More than just a family of aircraft, ATR offers a 
coherent and innovative approach to help air- 
lines operate our aircraft effectively. 
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This typical 
clock is a 
distinctive feature 
of Swissótel: 

1 Hotel Interna- 
tional Zurich, 

2 Hotel Président 
Geneva, 

3 Hotel Bellevue 
Palace Berne, 

4 Hotel Le Plaza 
Basle, 

5 Le Lausanne 
Palace, 

6 Le Montreux 
Palace, 

7 Amsterdam 
Ascot Hotel, 

8 Hotel Le Belson 
Brussels, 

9 The Bosphorus 
Swissótel Istanbul 
(opening summer 
1990), 

10 The Drake 
Hotel New York, 
11 The Lafayette 
Hotel Boston, 

12 The Swiss 
Grand Hotel 
Chicago (opening 
August 1988), 

13 The Swiss 
Grand Hotel 
Beijing (opening 
end of 1989), 

14 The Crystal 
Palace Hotel 
Tianjin/PR of 
China, 

15 The Swiss 
Grand Hotel Seoul. 
For information 
and reservations 
please contact the 
hotel directly, 
Swissair Nestlé 
Swissótel Ltd., 
CH-8050 Zurich- 
Airport, Switzer- 
land, your travel 
agent or Swissair/ 
HORIS. 
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Swissótel has never wanted to run a huge chain of identical hotels. We expect our hotels to retain 
their local charm and individuality. That's why we now have more than a dozen of them in Europe, 
America and Asia that do not have the same cutlery on the tables, the same pictures on the walls 
and the linen on the beds in common. But which do share uniformly high standards of service and 
cuisine, and spacious, comfortable rooms. Welcome to Swissótel-City! swissótel LY 
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Leap forward resumed 


China starts formidable race to catch up 


By Robert Delfs in Peking 


ducation in China must meet two at 

w least partially conflicting objectives: 
bringing basic education to the broad 
masses in a country in which one-quar- 
ter of the adult population is illiterate, 
and producing at the same time enough 
engineers, teachers, technicians and 
other highly skilled workers to help 
China's modernisation. 

The scale of the first task is mind- 


. boggling, given China's 1 billion popu- 


lation: More than 130 million students 
are currently enrolled in Chinese pri- 
mary schools — a figure comparable to 
the. entire population of Japan; second- 
ary-school enrolment, while at 53.2 mil- 
lion is only 4096 of the eligible age 
group, is roughly equivalent 
to the population of Thai- 
land. 

China's hopes for the sec- 
ond task were nearly de- 
stroyed by the excesses of 
the 1966-76 Cultural Revolu- 
tion, during which higher 
education effectively ground 
to a halt and China's slim 
ranks of the educated were 
branded as  counter-rev- 
olutionaries and banished 
to the countryside. It wasnot 
until 1978 that college enrol- 
ments once again reached 
the level of the early 
1960s. 

In 1982, there were only 
4.2 million employed univer- 
sity graduates, 0.9% of 
China’s labour force. Some 
640,000 new students will be 
enrolled for higher educa- 
tion this year, which is more 
than a quarter of all upper-middle 
school graduates but only 2.7% of the 
current crop of 18-year-olds. By 1990, 
the number of new students is expected 
to reach 680,000. 

Yet, to increase the number of the 
university-trained to 3% of the labour 
force by the year 2000 (which was 
roughly the percentage South Korea 
had in 1960), China will have to produce 
16 million university graduates between 
1982 and 1990, or 14.5 million between 
this year and the turn of the century. 

The question is whether in the rush 
to enrol larger numbers to meet this 
target the quality of higher education 
can be maintained. China now has 1,054 
universities, of which 400 have been es- 
tablished in the past five years. Much of 
the increased funding for higher educa- 
tion in recent years has gone to building 
new universities but newly established 











facilities, inadequate or non-existent 
libraries and poor management, as well 
as shortages of qualified staff. 

The State Education Commission 
(SEC) has recently called at least a tem- 


porary halt to the construction of new | 


universities. From this year, it will also 
limit or halt enrolment of new students 
at under-staffed schools. Some poorly 
run colleges will be merged or consoli- 
dated with other institutions by 1990. 
Because the Cultural Revolution 
generation missed out on higher educa- 
tion, immediate demands for trained 


manpower are likely to peak well ahead 
of increased supply. A large proportion 
of senior managerial and technical staff, 


educated in the 1950s and early 1960s, 
are now middle-aged or older. 


ing 1076 a year over the past decade. 

But there is a gap in the 34-44 age- 
bracket generation that should now be 
moving into senior positions. It is this 
generation, for instance, that would be 
needed to step up when more than 
three-quarters of the senior technical 
staff under the Ministry of Machine- 
Building Industry, which accounts for a 
quarter of the workforce of state-owned 
industries, reach retirement age by 
1990. 

Projections like these have led some 
analysts to predict that China will have 
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They | 
were the core technical force behind | 
China’s incredible GNP growth averag- 
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to seek trained manpower from abroad. 
“Importing foreign electronic brains is 
important,” Hunan  Vice-Governor 
Yang Huiquan told a provincial sym- 
posium in April, “but importing human 
brains is even more important. Leaders 
at all levels must devote more energy to 
importing foreign brain-power than to 
importing capital and equipment.” 

The optimum use of China’s limited 
reserves of trained manpower will re- 
quire much more efficient means of al- 
location than exist and a much greater 
degree of mobility. 


Nationwide there will be nearly two 


job openings for every college g graduate 
this year, But desirable assignments in 
the central E n and the big 
cities are fewer and graduates from Pe- 
king and Shanghai are reluctant to take 
positions in small towns. 

Since 1981, more than a third of 
135,000 graduates of colleges and uni- 
versities in Peking have received assign- 
ments in the capital. The ratio of de- 
mand to supply of new graduates has 
fallen from 3:6:1 then to 
1.4:1 now. Graduates in en- 
gineering, medicine, educa- 
tion, finance and English are 
still. in high demand, but 
there are more liberal arts, 
economics and pure sciences 
majors than needed. 

The present system of the 
state assigning Jobs is sup- 
posed to end in 1993, when 
next year's entering class 
finishes college, but the 
problem of job mobility will 
involve changing fundamen- 
tal features of Chinese so- 
ciety. 

In theory, trained techni- 
cal personnel have been able 
to change jobs since 1983, 
but in practice this is almost 
impossible. The opportunity 
cost of retaining unde- 
rutilised skilled staff is little 
or no more than the cost of 
the average supernumerary worker, so 
enterprises hoard tramed personnel. To 
the individual, moving can mean loss of 
housing, welfare benefits and the prized 
urban registration certificate. 

"We can try to help, but we cannot 
provide transfers with housing or social 
welfare," said Yang Peiging, director of 
the Department of Scientific and Tech- 
nical Personnel Management of the 
State Science and Technology Commis- 
sion. "For example, there are too many 
teaching staff at [Peking's] Qinghua 
University, especially staff at the same 
grade. Some of them should be trans- 
ferred to other places where they are 
needed. But they won't move. Some 
of them already have housing at Qing- 
hua, or they are on the waiting list. 
The very good middle-school at Qing- 
hua is another factor. 
refuse to be transferred because they 


are afraid their children won't make- 
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Some people. 
































it to college from another. school.” 


Some Chinese analysts see funding 
as the crux of China’s educational crisis. 
“There is no hope at all for China to 
catch up with the advanced nations, let 
alone surpass them” at existing levels of 
educational spending, according to He 
Zuoxiu of the Chinese Academy of 
Sciences. He proposes that the educa- 
tion allocation be gradually increased to 
5.8% of GNP. China currently devotes 
3.1% of GNP to education, according to 
recent World Bank estimates, compara- 
ble to or slightly better than most other 
large, low-income developing countries 
with large populations. 

About 20% of education funds are 
spent on higher education, representing 
an enormous concentration of funds on 
fewer than 2 million college students. 
According to the SEC, the cost of send- 
ing one student to college for one year is 
Rmb 2,500-3,000 (US$673-807), a rela- 
tively high unit cost for a developing 
country. The annual cost for one mid- 
.. dle-school student, by contrast, is only 


CHINA'S INTERRUPTED STUDIES 


Rmb 202 and for a primary school stu- 
dent, only Rmb 65. 

The World Bank, in a 1986 study of 
China's higher education, discreetly 
suggested that China's key problem 
may be efficiency rather than absolute 
levels of funding. The average student- 
teacher ratio in Chinese universities was 
only 3.7:1 in 136 universities surveyed, 
perhaps the lowest in the world. (The 
average for East Asia and the Pacific, 
excluding China, is 12:1, in the US 15:1, 
and in France 25:1.) 

Allocation of classroom and labora- 
tory space per student is also extremely 
high compared to other Asian coun- 
tries, Europe and North America. 

At current per-student costs, in- 
creasing the size of China's entering 
class to 2 million by 1995 — which would 
be necessary to meet minimum projec- 
tions of graduate demand — would re- 
quire annual higher education funding 
of Rmb 24 billion, more than the total of 
all educational spending today. 

There is no doubt that Chinese profes- 
sors deserve higher pay. But they should 
also teach more and bigger classes. 
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Rocky road to reform 


Lack of funds and job prospects breed resentment 


By Suzanne Pepper in Hongkong 


hina's intellectuals and the educa- 
tion system that produces them 
stand perennially as the most sensitive 
indicator of the country's shifting politi- 
cal currents. The education sector was 


the first to benefit from Deng Xiao- | 


ing's new development strategy when 


ao Zedong’s entire “education-revo- | 
lution" experiment was dismantled dur- | 


ing 1976-78. 

More recently, however, those bene- 
fits have started to become tarnished 
by the combined impact of the multi- 
sectoral economic and political reforms 
introduced since 1978. Reflecting the 


new set of "contradictions" that have | 


developed in the process, Deng's origi- 
nal core constituency of intellectuals, 
educators and university students now 
contains some of the 


his new order. 

Their complaints 
were given widespread 
publicity in the Chinese 
media during the re- 
cently concluded an- 
nual sessions of the Na- 
tional People's Con- 
gress (NPC) and the 
Chinese People's Poli- 
tical Consultative Con- 
ference (CPPCC), 
which met concurrently 
from 25 March to 13 
April These bodies 
still enjoy little power 
but — as part of Deng's 


annual sessions have evolved into an of- 
ficially approved forum for airing popu- 
lar concerns by the delegates. 

The sense of deepening crisis iden- 
tified in delegates’ conferences was es- 
sentially economic or the negative im- 
pact of the new capitalist-style eco- 
nomic reforms on the education sector. 
The speeches and commentaries did not 
denounce those reforms directly, which 
would have over-stepped the bounds of 
official approval. 

Nevertheless, they articulated many 
of the grievances currently building up 
throughout the education system and 
especially at the tertiary level. In the 
process, they also painted a fairly in- 
criminating picture of haphazard deci- 
sion-making and little foresight, result- 
ing in unanticipated consequences 
which have no immediate solutions. 

The consequences include: a weak- 
ened elementary school system in 
the countryside; a burgeoning teenage 
population for which there are insuffi- 
cient places available at the secondary 
level; university budgets which cannot 
keep pace with inflation; employment 
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highest-profile critics of | 
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prospects for college graduates that do 
not match unrealistically inflated aspi- 
rations, and thousands of post-graduate 
students being trained overseas in anti- 
cipation of working and living standards 
that do not exist back home. 

Thus economist Qian Jiaju, in a con- 
troversial speech to the CPPCC, alleged 
that despite the promulgation of a com- 
pulsory education law three years ago, 
the number of illiterates continued to 
increase because the law lacked “mate- 
rial guarantees" necessary for enforce- 
ment. His oblique reference was to a 
failure to provide an alternative source 
of local funding for rural elementary 
schools after the agricultural collectives 
were disbanded. 

Delegates criticised the decision not 
to publish the full text of Qian's wide- 
ranging speech in the national press. It 
appeared two days later in a leftwing 

ongkong newspaper instead. 

The official People’s Daily did, how- 
ever, print educators’ remarks deplor- 
ing the crisis in city schools created b 
overcrowding and by insufficient staff. 
The unspoken reference here was 
to the deliberate contraction enforc- 
e ARDEN 1978-83 at the secondary 

evel. 


hinese Government statistics indi- 

cate that enrolments at the second- 
ary level were cut by more than 20 mil- 
lion and that thousands of middle 
schools were closed. The rationale then 
was to concentrate resources and pro- 
mote quality, while discrediting the quan- 
titative expansion that characterised the 
Maoist strategy of educational develop- 
ment in the early 1970s. As a result, 
pressures are now so great that many or- 
dinary city schools — in contrast with 
the elite university-preparatory stream 
have reverted to  split-session 
schedules in an effort to keep as many 
oun off the streets as possi- 

e. 

Speaking for the tertiary level, the 
comments of Peking University presi- 
dent Ding Shisun received star billing 
and were widely reprinted. "Don't 
blame students abroad for not returning 
home," he said at a CPPCC discussion. 
"The real problem is whether or not 
they are respected in their work." 

Ding declared himself opposed to 
the new restrictions being imposed 
upon them, including both the efforts to 
control students going abroad and the 
"thousand and one ways" of trying to 
bring them back. He argued that given 
present conditions, the real problem 
was not bringing them home but how to 
absorb those who did return. 

To illustrate his point, Ding told of a 
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new PhD who gave up a US$40,000-a- 
year job abroad to return to Peking Uni- 
versity. With great difficulty, the uni- 
versity found housing for him and a lab- 
oratory to work in, plus an associate 
professor's title which carries a basic 
monthly salary of Rmb 122 (US$33). 

Since 1976, higher education has ac- 
tually received a disproportionate share 
of attention and resources as Deng's 
new administration tried to compensate 
for its predecessor's anti-elite bias. The 
entire education system was restruc- 
tured in order to stream the country's 
brightest and most advantaged youth 
into the best schools. 

The professed aim was to train the 
qualified personnel needed for modern- 
isation as rapidly as possible. Interna- 
tional-development experts and the 
World Bank advised that a 
country China's size should 
have a university enrolment of 
about 2 million, and leaders 
hastened to comply. 

China now has more than 
1,000 tertiary-level institu- 
tions, compared with only 400 
a decade s. In addition, 
Deng himself is said to have 
ordered in 1978 that as many 
students as possible be sent 
abroad forthwith. Since then, 
Chinese Government statis- 
tics indicate, some 50,000 
have been sent overseas. 

What is causing this grand 
design to seem suddenly less 
impressive are the developing 
consequences, which should 
have been foreseen but appa- 
rently were not. One is the 
lure of life abroad by com- 
parison with opportunities at home. 

Addressing the potential brain-drain 
problem, Outlook magazine's 21 March 
edition claimed that of the 50,000 schol- 
ars sent abroad since 1978, about 20,000 
have returned. Most of the returnees 
are from the older “visiting-scholar” 
category, 90% of whom complete their 
studies as planned during relatively 
short stays abroad. 

At the opposite end of the spectrum, 
Outlook said, are some 10,000 privately 
funded students. Virtually no one in this 
category has yet returned, confirming 
the conventional wisdom about the in- 
clinations of this group. 

In between — and the cause of great- 
est concern — are the younger govern- 
ment-sponsored scholars working for 
post-graduate degress. Of the 12,000 in 
this category, only 200-300 have re- 
turned. Since large numbers did not 
begin going overseas in the graduate- 
student category until 1982, it is still 
too early to say where the increas- 
ing requests for study extensions will 
end. 

But the warning signals have been 
sufficient to provoke several “adjust- 
ments” in the rules and one gov- 
erning study abroad — all intended to 


promote return. To date, Chinese stu- 
dents have proved as adept at evading 
these as the authorities have been in de- 
signing them. 

Even less amenable to solution are 
the consequences of price reform, infla- 
tion and growing income disparities — 
all of which have added urgency to pe- 
rennial demands for larger education 
budgets. NPC commentary this year fo- 
cused overwhelmingly on related ques- 
tions. “Some people ask me whether as 
Beijing University president I fear stu- 
dent protests,” Ding said, “but I say that 
what I fear most is not having enough 
money.” 

Ding lashed out at, among other 
things, the recent “blind” effort to in- 
crease tertiary enrolments, saying it was 
one reason for the shortage of funds. He 
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argued that the billions of dollars used 
to build new universities would have 
produced better results had they been 
allocated instead to existing ones. 

But if a lack of sufficient funds over- 
all is the major preoccupation at pre- 
sent, income disparities run a close sec- 
ond. How can intellectuals concentrate 
on their work, asked another CPPCC 
commentator, when their salaries are 


€ The entire education system 
was restructured in order to 
stream the country's brightest 
and most advantaged youth into 
the best schools. 9 


lower than those of waiters at the Shan- 
gri-La Hotel? 

As domestic incomes begin to com- 
pete with international pay scales, the 
anti-egalitarian economic-reform credo 
that some must get rich before others 
has an increasingly hollow ring. 

Also resented are the attempts, like 
those Ding mentioned, to lure students 
back from overseas by offering them im- 
mediate promotions which otherwise 





would require at least 10 years' senior- 
ity. Hence another delegate's derisive 
comment that, though it is not part of 
state policy, in practice institutions have 
already worked out a three-tier remun- 
eration scale: Chinese-Americans re- 
ceive the best of everything; Chinese 
who have earned degrees abroad come 
second, and those trained at home are 
last in line. This appears to be another 
area where the old pre-1949 priorities 
are being reconstituted. 


Mes teachers everywhere 
seem to regard the government's 
suggested response to their complaints 
— moonlighting — as insult added to in- 
jury. Schools and universities have been 
encouraged for the past decade to aug- 
ment state allocations with their own 
money-making endeavours. 

At first, teachers regarded 
this suggestion indulgently as 
a marginal means of bolster- 
ing welfare and bonus funds. 
Today, with the prices of ev- 
erything having risen dramati- 
cally, universities cannot sur- 
vive without this added source 
of income since their budgets 
have not been increased pro- 
p, with inflation. Pe- 

ing University, for example, 
currently makes up about 
25% of the costs of educating 
each undergraduate from its 
own earnings but still lacks 
sufficient funds to improve aus- 
tere campus facilities. 

What arouses the most ire, 
however, is the government's 
current call to individuals to 
supplement their incomes in 

this way as well. Educators are retort- 
ing that primary- and secondary-school 
teachers are too busy and part-time 
jobs at the university level will damage 
the main task of teaching and re- 
search. 

The call to do “paid services for so- 
ciety" was nevertheless reiterated in 
Premier Li Peng's formal government 
work report to the NPC and personally 
endorsed by Chinese Communist Party 
General Secretary Zhao Ziyang at an 
NPC delegates' meeting. This provoked 
"heated discussions" among delegates 
and a satirical demonstration by student 
protesters, who gathered outside the 
congress meeting hall offering to shine 
delegates' shoes. 

e delegates argued further that it 
is official priorities — and not lack of 
money — which prevent the state from 
making more than incremental in- 
creases in its education budget each 
year. Government officials at all levels 
emphasise the kind of economic invest- 
ments which bring immediate short- 
term profits, while neglecting education 
because it yields few tangible results. 

Finally, the spectre of unemploy- 
ment now looms as an additional source 
of frustration for students. When the 





World Bank made its recommendation 
on national-university enrolment in 
1980, the system was still governed by 
the old job-assignment plans introduced 
in the 1950s, when China was learning 
from the Soviet Union. 

The Soviet-style plan assumes that 
the most rational allocation of talent can 
be achieved by administrative fiat. This 
did at least succeed in placing someone 
in every slot, no matter how unattrac- 
tive the position or inappropriate the fit, 
though in practice the Chinese system 
seems to have allowed far less mobility 
than its Soviet counterpart. 

Chinese university students, there- 
fore, looked forward to the new 
capitalist-style employment reforms, 
which assume a more rational allocation 
of personnel based on “market forces." 
The problem is that the economy has 
not grown fast enough to accommodate 
expectations. Put another way, the at- 
tractive big city jobs are already taken 
or reserved for the lucky few with the 
right "connections." 

Today, Chinese university students 





Secondary school students: new stratifications. 




















Brighter means poorer 


p pay for intellectuals has emerg- 
ed as a common grievance of both 
teachers and students. "Fifteen years 
ago, there was a saying, 'the more 
knowledge, the more reactionary,' but 
now people say, ‘the more you study, 
the poorer you are’,” a disgruntled in- 
tellectual told China Youth News. 

In the past, university students 
looked forward to becoming professors, 
but now they want to be waiters or wait- 
resses in foreign hotels. However, some 
manpower planners see defections of 
academics as a healthy phenomenon. 

"We shouldn't worry if some 

graduates don't want to teach," Yang 
Peiqing of the State Science and 
Technology Commission said. "There's 
nothing wrong if a PhD wants to go 
into business instead of teaching. We 
need more of this." 
Yang added: "Not everyone who is 
an intellectual and 
thinks he is important 
deserves money. Intel- 
lectuals in the US com- 
pete for jobs and re- 
search grants. It should 
be the same here.” 

Educated profes- 
sionals are likely to re- 
ceive significant pay in- 
creases as part of what 
the government calls a 
“rationalisation” of the 
basic salary system now 
in the planning stage. 
Some research institutes 
at the Chinese Academy 
of Sciences have already 
adopted fixed five-year 
budget allocations al- 








are no more inclined than those of pre- 
vious generations to volunteer for jobs 
in outlying and rural areas — especially 
when they come without the old politi- 
cal incentives and any substantial mate- 
rial advantage. 

p oe all the official propaganda 
about the value of personal enrichment 
and fulfilment, the prospects for 
China's best and brightest have not im- 
proved dramatically. They can still ac- 
cept an unattractive but secure state 
job, they can wait indefinitely for some- 
thing better or, best of all, they can try 
to seek their fortunes abroad. 

Officially, the old values of collec- 
tivism and class struggle have been re- 
placed by individual achievement and 
material gain. But economic realities 
fall short of the expectations that have 
been aroused, and the administration's 
educational-development strategy is 
being eroded in the process. Despite all 
the frank talk, the current clash be- 
tween economic reform and education 
remains as evenly matched as before. Kl 








lowing wage scales to be 
adjusted in response to gains in produc- 
tivity or outside income. But large in- 
creases are likely to be limited to highly 

ualified staff, rather than an across- 
the-board rise for all. 

The likely effect will be new stratifi- 
cations within the ranks of intellectuals, 
who in the past have been lumped to- 
gether at average to below average fix- 
ed wages regardless of qualifications. 
Graduates of elite universities and over- 
seas-study returnees in fields such as en- 
gineering and electronics will benefit 
most. But products of second-rate pro- 
vincial universities will lose their parity 
with graduates of China's top institu- 
tions, though they may gain relative to 
other workers. 

The position of primary and middle- 
school teachers — China's lumpen intel- 
ligentsia — is likely to deteriorate even 
further. Academic standards at these 
levels are already low, with an esti- 
mated 7096 of China's 2.7 million mid- 
dle-school teachers and 37% of its 5.4 
million primary-school teachers not 








Intellectuals complain about low salaries 


meeting state competency levels. 

Meanwhile, intellectuals who want 
more money have been told by Premier 
Li Peng to get part-time jobs. Li's pro- 
posal became one of the most contro- 
versial issues at the National People's 
Congress (NPC) in March. Tianjin ni- 
versity president Wu Yongshi said at the 
congress that this could only be a tem- 
porary measure and warned that the 
qui of teaching would be affected. 

u Songkang, dean of biology at Fujian 
Teachers' University, said "commodity 
economy" forces are "incompatible" 
with science and education. NPC dele- 
gate Zhang Yangzhen dismissed the 
proposal as an “improper measure that 
should not be promoted." 

Many universities now derive signi- 
ficant amounts of income from paid re- 
search, consulting and other services — 
as do counterpart institutions in West- 
ern market economies. Much of this is 
applied to supplement staff pay. 

Income from contracted research 
from state ministries and commissions 
and provincial government bodies at 
Peking's Nongda Agricultural Univer- 
sity exceeded Rmb 7 million (US$1.9 
million) in 1987, equivalent to 8095 of 
the university's basic budget appropria- 
tion from the Agriculture Ministry, 
Nongda vice-president Mao Daru said. 
In addition, Nongda generates "com- 
pensated service" fees — valued at Rmb 
1.5 million in 1987 — from such ac- 
tivities as training, consulting, technol- 
ogy transfer and the sale of such pro- 
ducts as seeds and pesticides. 


fficially, teachers’ monthly salaries 

range from Rmb 70 for a probation- 
ary assistant lecturer to Rmb 360 for a 
first-rank professor engaged before 
1966. eq erri pay scales 
range from Rmb 122-200, lecturers 
from Rmb 97-150 and assistant lecturers 
from Rmb 70-110. 

However, actual pay at Nongda ave- 
rages the equivalent of 16 months salary 
annually. This includes a regular bonus 
of two months pay and an additional 
bonus derived from the university's 
compensated-service income. Actual 
annual income of a medium-grade lec- 
turer whose monthly scale salary is Rmb 
120 would be about Rmb 1,920, or 30% 
over the national average wage. 

Nongda operates 900 ha of experi- 
mental farms and a food-processing 
plant. Teachers and staff purchase uni- 
versity-grown foodstuffs at low prices, a 
benefit that Mao estimates is worth one- 
and-a-half to two months salary. 

The highest-earning Nongda faculty 
members are engaged in paid-service 
activities. Two in this category earned 
the equivalent of 30 months salary in 
1987. One taught extension courses at 
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courses. The other retained 80% of fees 
“earned as a technical consultant for 
| fural enterprises, with the university's 
| compensated-services fund and his 
academic department each receiving 
- 10% of the total fees. 
Nongda’s campus appears shabby. 
<: But with only 3,100 students, including 
700 graduate students, and 948 faculty 
‘members (a student-faculty ratio of 
about 3:1), it would be difficult to argue 
«that Nongda is seriously under-funded. 
Basic operating funds from the Agricul- 
‘ture Ministry alone work out to Rmb 
2,968 a student. 
(At the moment, housing and promo- 
tions are the big issues at Nongda — not 
p Last year, 100 senior faculty mem- 
ers were retired at the university, the 
first. time this has occurred since 
Nongda was founded. More than 4096 
of the institution's faculty are 35 or 
"p younger, but there are only three as- 
|. Sociate professors, all promoted last 
year, and no full professors. 
Nongda is not an average case. As 
“|. China's premier agricultural institution 
its research income is among the highest 
in the county. But outside teaching and 
consulting income of up to Rmb 10,000 
a year is not unknown for specialists 
from other top universities with skills in 
high demand — including top-level 
English teachers. Opportunities are 
fewer for younger instructors at less pre- 
stigious institutions and negligible for 
teachers in such fields as liberal arts. 
y us concept of outside income for 
intellectuals breaks down com- 
pletely when it is applied to primary- 
and secondary-school teachers. Scandal 
resulted when authorities in Shanghai 
decided to encourage schools to find 
new sources of revenue on their own 
earlier this year. "Some schools let 
teachers sell hard-boiled eggs and ice 
cream on campus, and some teachers 
are competing with each other in doing 
business," China Youth News reported 
on 23 April. "This hasreally gone too far." 
Other schools issued compulsory 
make-up work and charged students 
extra fees. Shanghai Education Bureau 
director Yuan Cai had to issue a state- 
ment banning extra-income schemes at 
primary schools and kindergartens. 
Worst off of all are rural teachers. In 


province, 853 teachers resigned during 
the current term to find other jobs. Asa 
result, 148 schools have closed and 
2,800 pupils have been turned out of 
their classes. 

Only 26 of the teachers who quit 
were on regular salary. Most were tem- 
porary teachers, such as Chen Quan- 
bao, who had worked as a temporary 
teacher for three years in Fuan county 
for only Rmb 33.5 a month. Now a tea 
dealer, Chen says he can make as much 
in three days as he formerly earned for 
anentire semester. — Robert Delfs 


‘night in addition to regular university 


Ningde prefecture in eastern Fujian | 












PHILIPPINES 





Strings and brass “ 


Concern about military crossing the constitutional divide 


By James Clad in Manila 
A stepped-up movement into govern- 
ment by many senior military offi- 
cers — by one count, they fill 17 senior 
administration positions — has given 
rise to fears that the Armed Forces of 
the Philippines (AFP) is being drawn 
into a more direct role in national poli- 
tics and administration. 


If it is, it will be forsaking its tradi- | 


tional role in the constitutional civilian- 


military balance and moving towards | 
that assumed by the armed forces of In- | 


donesia and Thailand. 

Conjecture that President Corazon 
Aquino and Defence Secretary Gen. 
Fidel Ramos are appointing retiring 
senior officers to top administrative 
posts as part of a deal to stave off trou- 
ble in the AFP is fuelled by the fact that, 
unlike in Indonesia and Thailand, there 
is little place else for retiring generals to 
go. Business opportunities in the Philip- 
pines are simply too limited. 

The most prominent ex-military men 
now in high civilian jobs include: foreign 
affairs under-secretary Manuel Yan, 
who was a full general, ex-ambassador 
to Jakarta and a former Philippine Con- 
stabulary (PC) commander; former 
AFP vice-chief of staff and lieutenant- 
general Salvador Mison (now customs 
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commissioner), and former AFP South- 
ern Command chief and major-general 
Cesar Tapia (soon to head the agency 
running. . Manila's international air- 
port). ; 

From the navy, retiréd rear-admiral 
Tagumpay Jardiniano has become 


| Aquino's new postmaster-general while 


retired army major-general Jose Magno 
has served as her presidential adviser on 
military affairs since 1986. Other senior 
officers now hold ambassadorial and 
under-secretary level positions. 

Two intelligence agencies are also 
under former military men: retired 
major-general Rodolfo Canieso heads 
the National Intelligence Coordinating 
Agency and retired brigadier-general 
Jose Almonte, the AFP's former home 
defence chief, now runs the Economic 
Intelligence and Investigation Bureau, 
which is attached to the Finance Minis- 
try. Sen. Ernesto Maceda has given 
former AFP Northern Command chief 
and brigadier-general Felix Brawner an 
advisory position on his staff. 

Some, like Yan, left the AFP long 
ago. They brought recognised creden- 
tials in foreign affairs or other expertise 
to Aquino's government (Ramos' pre- 
decessor, Rafael Ileto, was once AFP 





No, prime minister 


Musa Hitam prefers to stay out of the ruling party 


By Suhaini Aznam in Kuala Lumpur 


D: Musa Hitam, the leader of 
one of at least three factions in 
Malaysia's former ruling Malay party, 
has decided not to join its four-month 
old successor, Umno (Baru), or 
new Umno, led by Prime Minister 
Datuk Seri Mahathir Mohamad. The 
decision could severely affect Maha- 
thir’s hopes of gaining support in the 
crucial state of Johor, which is Musa’s 
home turf. 

While Musa has for sometime been 
dithering on supporting Mahathir — 
hoping to play the role of a moderate 
and a unifier in the fractured Malay 
politics — the last straw that broke the 
camel’s back was the prime minister’s 
role in the 27 May suspension of Lord 
President Tun Mohamed Salleh Abas 
from his post as the head of the coun- 
try’s judiciary, according to sources 
close to Musa. In a statement on 2 June, 
Musa alluded to “the latest develop- 
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ment in the judiciary” as being “very 
worrying.” “It should be given the seri- 
ous attention of all those who love 
democracy in this country,” he added. 

The statement, released from 
Segamat, Johor, went on: “The enmity 
{within Umno] has grown more serious 
... The two [other] factions will not 
make room at all for moderates. The 
spirit of discussion and consensus is to- 
tally unacceptable to either side.” Thus 
even though Musa had been entrusted 
with the office of Umno (Baru) pro-tem 
chairman in his Segamat division, he felt 
he had to relinquish that position. “This 
is the only choice open to me for now in 
this crisis of Malay unity.” he added. 

Until then, Musa had kept people 
guessing, perhaps relishing the media's 
description of him as the “joker in the 
pack." Such fence-sitting had cost him a 
lot of credibility and support. 

But writing Musa off is not easy, 

















vice-chief of staff and a long-serving am- 
bassador to Thailand). But most recent 
appointees seem beneficiaries of two 
political factors: the consolidation 
within government of a network of AFP 
men considered loyal to Ramos and the 
perceived need to offer top civilian jobs 
as an incentive for retirement without 
stirring up discontent in the AFP. 

For the military, the retirement issue 
has become less severe with the depar- 
ture of 35 generals or flag-ranked offi- 
cers in April. Tapia, Brawner, Jar- 
diniano and former navy commodore 
Serapio Taccad (now serjeant-at-arms 
for the lower house of congress) were 
from among this group. Nearly all be- 
longed to the Philippine Military 
Academy (PMA) class of 1957, as did 
newly appointed defence under-secret- 
ary Eduardo Ermita, a retired lieuten- 
ant-general who was PC vice-chief of 
staff when Ramos was AFP chief. 


taying beyond retirement age re- 

mains an important political con- 
straint in the AFP. By 1984, more than 
half its generals had become overdue 
for retirement but were kept on by 
former president Ferdinand Marcos as a 
reward for loyalty. At one point the 
number of “extendees” reached 60. 

Since 1986, Ramos has managed to 
reduce this figure considerably and the 
most notable extendee today is AFP 
Chief of Staff Gen. Renato de Villa, 
also a PMA 1957 graduate, who was 
asked by Aquino to stay on for three 
years past retiring age. (The 1987 
Philippine constitution requires retire- 


given that he is past master at the art of 
political manoeuvre. A former deputy 
prime minister, Musa had quit Maha- 
thir's cabinet in 1986 — the first overt 
sign of a split in the original Umno 
— but retained his post as party 
deputy president. For a year, he re- 
mained quiet. Then in the party elec- 
tions of 1987, he teamed up with his 
former arch-rival Tunku Razaleigh 
Hamzah, who was then challenging 
Mahathir as Umno president, and 
therefore also prime minister, since 
Umno is the dominant party in the rul- 
ing National Front coalition. 


B: that marriage of convenience 
collapsed as soon as the Razaleigh- 
Musa partnership lost at the party polls 
and word leaked out that Musa would 
not have wanted to serve as Razaleigh's 
deputy anyway. On 4 February, as the 
High Court declared Umno an unlawful 
body — because several branches had 
not been properly registered — the 
Mahathir and Razaleigh factions wres- 
tled for succession. But Musa stood by 
Mahathir, not Razaleigh. 
Musa had asked party members to 
give Mahathir a chance to resolve the 
roblems and revive the old Umno. 
hen Mahathir decided to purge his ri- 








ment at the age of 56, or after serving 30 
years, whichever comes first.) The total 
number of active duty flag-officers now 
stands at 70. 

Information on the current role of 
retired generals in business is scanty and 
often closely guarded. But the Philip- 
pines has no experience with the kind of 
military representation found in Thai or 
Indonesian boardrooms, though AFP- 
connected firms, such as the Philip- 
pine Veterans’ Investment Develop- 
ment Co., have usually had brass on the 
board. 

In one respect the Aquino adminis- 
tration has reduced military encroach- 


ment on civilian affairs. During the 
Marcos era senior officers on active 
duty held posts in government agencies 
such as the Southern Philippines Deve- 
lopment Authority or the National 
Housing Authority. Others took man- 
agement jobs in industries seized during 
the martial law period (1972-81) or in 
publicly owned transportation com- 
panies. The 1987 constitution puts a 
stop to this: “No member of the armed 
forces in the active service shall, at any 
time, be appointed or designated in any 
capacity to a civilian position in the gov- 
ernment.” 

Business opportunities in the pro- 








Aquino reviews troops in Cagayan de Oro: blurring of old distinctions. ^ 





vals, Musa urged that all members of 
the original party be taken in. In playing 
the moderate, he took a big risk; it was a 
hard line to sell when lesser leaders, in- 
cluding some of his staunchest sup- 
porters, were clearly voicing their 
views. 

Musa has lost a lot of credibility be- 
cause of his vacillations. He had not 
made up his mind even as supporters — 
who were promised an important an- 
nouncement in Segamat on 2 June — 
expected him to join Umno (Baru). By 
the time he went to see Mahathir on 28 
May, however, he realised that both 
sides were still unwilling to com- 
promise. "Both sides demand that all 
former members and leaders of the ori- 
~~ Umno take a ‘firm’ stand which in 
act means taking their side,” he said in 
Segamat. 

With Musa staying on the sidelines, 
the power equation in Malay politics has 
shifted yet again. Had Musa joined 
Umno (Baru), at least three or four 
other MPs might have followed him, 
strengthening Mahathir's hand. 

Musa's decision has come as a bit of a 
blow to the Mahathir faction which had 
hoped to win over Malay support in 
Johor, Musa's home state. The Umno 
(Baru) membership drive has been 








especially sluggish in Kelantan, 
Razaleigh’s home state and in Johor, 
and Mahathir allies had hoped that 
Musa could help turn that tide. The 
original Umno was born in Johor and 
the bond between Johor Malays and 
Umno has produced an almost 100% 
pro-establishment electorate in the 
State. 

If Musa believes that the moderates 
can emerge victorious after the Maha- 
thir-Razaleigh factions thoroughly 
played out their hardline stands, that 
scenario seems a fond and distant hope. 
Razaleigh greeted Musa’s announce- 
ment derisively. Musa had taken four 
months to reach a decision whereas a 
good politician had to act promptly, The 
Star newspaper reported Razaleigh as 
saying. 

Meanwhile, Mahathir will brook no 
opposition, “The only way is to come 
back fighting all the time,” he advised 
the Malaysian badminton hopefuls on 
the eve of the important Thomas Cup 
championships, drawing parallels be- 
tween winning at badminton and win- 
ning at politics. “It does not matter if 
there are jeers. I have been ‘booed’ 
countless times . . . if you are bothered 
about such things, you are never going 
to get any business done." OD 























curement of military hardware also | _ 


seem scanty. The major supplier of mili- | 


tary equipment, the US Government, 


discourages direct AFP contact with US | 20d 


arms manufacturers; instead a "Joint 


US Military Advisory Group" in Manila | 


places orders for all US-made material. 


This does not give much room for com- | 


mission-hunting. 

With the military's appetite for funds 
growing. patronage possibilities may 
open for serving officers. At the end of 
1986 the AFP tried, without success, to 
win Washington's approval to divert 
US$7 million from the US “Economic 
Support Fund." which is civilian- 


oriented development aid, to military | 


use. It also wants the government to al- 
locate P27.34 billion (USS$1.31 billion) 
for defence spending in the 1989 
budget, P9.25 billion, or 50%, more 
than that put aside in the current fiscal 
year. 

A sense of balance must be main- 
tained when surveying the move by re- 
tired military men into the administra- 
tion. There are fewer former soldiers in 
the national legislature or in provincial 
and local government than there are in 
Thailand or Indonesia. 


ormer army officers Rodrigo Gu- 

tang and Bonifacio Gillego are two 
of the few military men sitting in the 
197-member lower house; no soldiers 
were elected to the 23-member senate. 
In Indonesia, on the other hand, seats 
are reserved for armed forces represen- 
tatives in the legislature. 

Few retired AFP men occupy top 
local government posts either, though 
local AFP commanders, particularly 
from the PC, can command patronage 
indirectly (often via illegal gambling ac- 
tivities). Two former AFP officers do sit 
as provincial governor and vice-gover- 
nor, however — retired army colonels 
Rolando Abadilla in Ilocos Norte and 
Rodolfo Aguinaldo in Cagayan pro- 
vince, respectively. 

They are certainly not Ramos' al- 
lies. Since their election last January, 
they claim the central government has 
virtually cut off their provinces from 
routine funding. To top it off, Abadilla 
is about to be charged for mutiny before 

a court martial. 

| A survey points to reasons why the 
military might be tempted by top gov- 
ernment jobs. In September last year. a 
poll of thousands of officers by Vice- 
President Salvador Laurel showed that 
over 90% were dissatisfied with military 
terms and conditions of service. 

The survey and the growing number 
of military appointments in government 
could point to a further blurring of old 
distinctions. "The old acceptance of 
constitutional traditions and divisions 
now hangs in the balance," Philip "e 
Marine commander Brig.- 
Rodolfo Biazon told the REVIEW Te 
cently. "Someday, perhaps, we could 





` By Robert Keith-Reid in Suva 


. raids which were concentrated on the western regio ‘the m 
Levu. Among 25 people detained in western Viti as. 


with conspiracy under the Foreign | Incursion and Re 
Hon with arms pir: in Suva said they ha seized on t 
tip towards the Indonesian model.” O Ery sf 





Armee troops and police uncovered several cet 
raids on Indian-owned premises in Fiji and dei 
questioning. Police said that the information abou 
source and that more finds were expected. —— — 

The arms, which included 165 AK47 rifle -grer , bayonet: 
launchers, small arms and ammunition, were uncovered fron 











Labour Party official, who was foreign minister i 
an army coup last year. 

In Suva, where 15-20 people were reported detained i ; 
four premises. They were reported to include the home of the m: ager ‘of the 
New India Assurance Co. and the home of an executive of R. D : land 
an Indian-owned supermarket chain. : : 

Earlier, the army cancelled the court appearance of a 47-year ld truck 
driver, who has been charged with conspiracy to smuggle arms into the coun- 
try. Officials at the magistrates’ court in i 






























Lautoka said the army wanted the hear- 
ing delayed for security reasons because 
of the large crowd that had gathered for 
the hearing. It was rescheduled for 11 
June. 

The man was arrested in the town of 
Ba in northern Viti Levu on 4 June. Po- 
lice said they found crates believed to 
contain arms and a pamphlet describing 
how to use a rocket launcher of the type 
recently found in Sydney. 


» Michael Malik writes from. Sydney: 
The almost accidental discovery of a 
huge cache of arms during trans-ship- 
ment in Sydney and another during fol- 
low-up investigations in Fiji, has led to 
the uncovering of a dissident group of Fi- 
jians of Indian origin in Australia, some 
apparently involved in an attempt to 
arma private army in the Pacific nation. 

Whether the dissidents were aiming 
to stage a counter coup against army 
commander Brig. Sitiveni Rabuka — 











who staged two military coups last year 
and subsequently appointed a republican government. oa er were attempting to 
arm the Indian community in self-defence, is far from clear. But Australian of- ` 
ficials said they had reason to believe that up to 100 Fijia 
Australia were linked to the organisation which is now under investigation. 
Some were professional people, a police source said, and most of them had only » 
non-violent aims, but it appeared there were also some extremists involved. — 
Twelve tonnes of arms — described as machinery — were discovered on 30 
May because of a discrepancy in accompanying. paperwork w le they were. 
being transferred from one Sydney dock to another after arrival from North - 









Yemen on 24 May, prior to being sent on to the Fijian Island of Lautoka. - 


The discovery led to a search for a Fijian Indian identified as Mohammed 
Rafic Kahan, who was identified from papers accompanying the arms, which 
included Czech-made automatic rifles, rocke propelled grenade launchers, 
hand grenades, anti-tank mines and explosives. — - 

Kahan is believed to have escaped from Australia after news of the arms find 
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was announced by customs officials, and another Fijian 

been charged in connection with an immigration offence. : 

ing Kahan his passport. c 
A third Fijian, Taimud Ahmed, also appeared in court. on n6 Jun charged 
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in Europe i in better shape. 


From Hong Kong, Cathay Pacific offers you more flights to Europe than any other airline. 
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[he new Jaguar. Performance that is the very 
epitome of excellence. 

Turn the key in the ignition and experience 
engineering that is unsurpassed by any other 
vehicle on the road today. 


A more powerful, more efficient electronically 
fuel injected 6 cylinder 24 valve twin cam engine 


silently takes you from 0 to 100 km/h in just 
7.4 seconds. 


Whilst up to seven on-board computers monitor 
every major function. And keep you informed 
with a unique mix of traditional instrumentation 
and a multi-symbol dot matrix display. 


Transmission is via the unique 4 speed ZF 
automatic J- gate gearbox. 





Flawless handling and driveability is the result 
of advanced anti-dive, anti-squat suspension 
geometry as well as over eight million kilometres of 
worldwide testing under the most grueling 
conditions. 


For those in pursuit of excellence, the new Jaguar 
is a revelation. Right from the start. 
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WHAT EXECUTIVES AND THEIR TC 
LAP TOP ALREADY HAVE IN COM 
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WITH SUCH A CLASSIC CUT AND LACQUERED BUTTONS 
IT COULD ONLY BE THE DUNHILL BLAZER 
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Everything that carries the Dunhill name has to be the best of its kind. It has to have a lasting 
beauty and be both useful and dependable. To this end the skills of the finest craftsmen are used to work the 
finest cloths, the supplest leathers and rarest metals. Dunhill has become a hallmark not just of 
inherent British values but of quality the world over. 





The Dunhill Blazer. A rolled lapel is a sure indication of classic tailoring, while the design of 
the lacquered buttons adds that exclusive touch. In fact, the cut of this blazer is such that it can be worn comfortably 
on both formal or more casual occasions with total confidence. 
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TRAVELLER'S TALES 





Derek Davies 








€ | AM quick enough to poke fun at 
Asia's misprints, heavy-handed head- 
lines, potty promotional prose and syl- 
logistic syntaxes, so it's only right and 
proper that we should blush for an ad- 
vertisement for the People's Republic of 
China Yearbook and the. Almanac of 
China's Foreign Economic Relations 
and Trade which appears regularly in 
the REVIEW's pages (the REVIEW's 
Publications Division: markets. them 
outside China). These *two classics" 
claim to offer the buyer “Expositions, 
speeches and articles contributed by au- 
thoritarians" about. business oppor- 
tunities in China, with “articles and data 
contributed by leading scholars and au- 
thoritarians." A reader at the East 
China Normal University in Shanghai 
sends in a photocopy of the ad with the 
scrawled comment, "Why not call them 
totalitarians and have done with it?" 

@ ANOTHER reader, Timothy 
Gelatt, offers the menu from Shanghai's 
Shangri-la Restaurant (though he's 
happy to report that, having partaken of 
the special, it did not entirely live up to 
its billing): 


SOUP OF THE DAY 


DREADED VEAL CUTLET 
WITH POTATOES IN CREAM 





€ REMARKS in this column about 
unwelcoming, not to: say threatening, 
notices to hotel guests and tourists seem 
to have touched a sore point with vis- 
itors to China. Ken Whicker and his 
wife recently spent two weeks in China 
but were not made to feel any more wel- 
come by the language of a notice placed 
under the glass of their bedside table of 
the Shanghai Hotel: 


HOTEL REGULATIONS 

1. Guests are requested to show their 
own valid papers to prove their iden- 
tities and to tell the reason for lodging 
when they check in at the hotel. 

2. Every guest has the obligation to 
abide by the rules and regulations of the 
hotel, cooperate with the personnel in 
carrying out their duties and take good 
care of the property of the hotel. 

3. No guest is allowed to up anyone 
for the night or let anyone use his/her 
own bed in the hotel. 

4. No birds, domestic animals or 
other unsnairy articles are allowed to be 
brought into the hotel. 

5. No inflammable, explosive, 
poisonous, radioactive or other danger- 
ous articles are allowed to be carried 
into the hotel. Nor is burning articles or 
letting off fireworks and firecrackers 
permitted in the hotel. 

6. It is impermissible to install elec- 
trical equipments or use electrical heat- 
ers such as electrical stove, microwave 
Stove, etc. in the guest room. 

7. Strictly forbid any illegal and 
criminal activities such as fighting, 
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gambling, drug taking or prostitution in 
the hotel. No guest should put up or cir- 
culate salacious books, pictures, photos, 
nor play such recordings or videos. And 
drinking excessively making great noise 
or playing recorder loudly in the hotel is 
forbidden. 

8. The authority of the hotel has the 
right to reason with anyone who has vio- 
lated regulations mentioned above. 
Those who violate the “Regulations Re- 
lating to the public order, Administra- 
tion & punishment of the people's Re- 
public of China" or other adiministra- 
tive laws will be punished by the public 
security organs in accordance with the 
law. To those who have violated the 
“Criminal Laws of the people's Repub- 
lic of China", the public security and 
judicial organs will investigate and affix 
their responsibilities for the crime in ac- 
cordance with the law. 

SHANGHAI PUBLIC SECURITY BUREAU 

July 7, 1987 
Well, that's what happens when you 
place "Customer Relations" in the 
hands of the Public Security boys. 
€ THE Fragrant Hills Hotel in the 
Western Hills outside Peking was de- 
signed by Chinese/American architect 
I. M. Pei, who was also responsible for 
the towering battlements of the Bank of 
China building belittling the other sky- 
scrapers of Hongkong's Central district. 


The bank building's steel skeleton fea- 


tures threatening, sharp-angled trian- 
gles which, according to local wind-and- 
water (fung-shui) geomancers, bode ill 
for the institutions at which they point 
— including the rest of Hongkong's 
banking/financial centre, the govern- 
ment, the harbour, the establishment 
wallahs in their flats on the Peak and 
indeed northwards to Kowloon and 
beyond. 

Pei’s Fragrant Hills Hotel is a more 
commodious edifice, but Francis Deron 
spotted a notice there which reflects Pe- 
king's current nightmare as decontrol- 
led food prices let loose the dogs of in- 
flation: 


SER TEV 


BUSINESS HOURS OF 





TABLE DOUTE RESTAURANT 
7:30 — 9:00 


9 CHINA travellers continue to send 
in another scary message which appears 
on the package of a product made in 
Huhohout, the capital of Inner Mon- 
golia. The latest buyer was Milton 
Umezawa who demands that I should 
print a reproduction of the package in 
early June (“Otherwise, I shall protest 
by not reading REVIEW ads for one 
month”). 

The product is a blood tonic, appa- 
rently made by boiling down the parts of 
donkeys “blent with the extract of a 











number of crude drugs.” Taken regu- 
larly, according to the description of its 
product’s contents, it increases vitality 
and ensures longevity: “Hence, a 
superior tonic and daily beverage." I 
fear I have mentioned this product be- 
fore but, in view of the reader's dire 
threat and as it continues to tickle the 
funny bone (particularly of Americans 






— the Brits have another word forit), 1| 


reluctantly agree to reproduce it 


€ again, 
now in glorious technicolour: : : 






It is reminiscent of one 
ribald limericks: 

There was a young courtesan: of. 
Chengdu, Who filled her nether regions 
with glue, She said with a grin, “If they 
pay to get in, They can pay to get out of it 
too.” 

@ ANOTHER regular feature in this 
column has been various announce- 
ments, admonitions and threats from 
what must still be one of the world’s 
worst airlines, China’s national. flag 
carrier, CAAC. Norwegian » Harald 
Bockman on a CAAC flight from Yun- 
nan was given some (very tasty) snacks. 
But the package read: 


RAR Leis 
LRU KBR 
ALLOF THE FINE FOOD PRODUCTS MADE BY OUR 
FACTORY ARE DELICIOUS AND ARE TRE BEST GIFTS 


DUIBEIZTARAT dd 
MADE INYUXI XINGZHONG FTAKY SESAME 
FACTORY YUNNAN PEOPTES ROPUBLIG OF CHINA 


And the rest of the blurb did nothing 
more to improve his sense of security: 


of the classic, 


























































hen it comes to making information accessible, Philips has an exceptionally broad 
view. = Based on a total mastery of all today's advanced technologies for digital recording. P» 
Think of music, for example. B® It was our compact disc medium that first brought digital audio 
using laser-optics into the home. 9» Offering a new experience in audio enjoyment to millions 
of music lovers all over the world. > Since we introduced compact disc in 1983, it has become 
universally adopted as the new sound carrier. > Now, our versatile compact discs are making 
their presence felt as computer media. > In a variety of exciting new applications like data 
storage, information distribution and interactive electronic media. B As well as pioneering 
innovative optical disc applications, Philips is also a leader in magnetic media. 9» With a 
complete range of individually qualified flexible discs in both 5/-and 3'Z-inch formats. » 


Giving users the vital assurance of totally error-free data retrieval. b» 
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TS AS WELL AS THE HITS. 











These media are part of our broad capability in computing and data communications. ® With 
products ranging from personal computers right up to integrated networks for office automation, 
we are one of the foremost suppliers in this field. B So whether your interest is in bits or hits, it 
is Philips’ advanced technologies that make information and entertainment available when and 


where you want them. b 
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Pride and prejudice among 
the ‘honorary Whites’ 


By Midori Fujita in Tokyo 


ince Sir Richard Attenborough’s 

latest film, Cry Freedom, set in the 
world of racial apartheid in South Af- 
rica, opened here in February, it has 
captured the imagination of many Ja- 
panese. While the international com- 
munity is growing increasingly vocal in 
its criticism of apartheid, many Japan- 
ese are beginning to contemplate their 
country’s position as South Africa’s No. 
| trading partner. 

The institutionalisation by South Af- 
rica of apartheid as a national policy or 
what they claim to be “separate deve- 
lopment,” can be traced back to 1948. 
Since that time, South Africans who are 
not white have been 
persecuted by dis- 
criminatory ławs gov- 
erning virtually every 
imaginable aspect of 
life including educa- 
tion, employment, and 
the right to vote. These 
laws deal most harshly 
with Blacks. 

In 1961, the year 
South Africa left the 
British Commonwealth 
to become the Republic 
of South Africa, Japan- 
ese became officially 
classified as “honorary 
Whites.” Although this 
meant liberation from 
the Group Areas Act 
which prescribes resi- 
dential areas by race, 
they remained “col- 
oured" in respect to 


legislation such as the Population Regis- 
tration Act, Prohibition of Mixed Mar- 
riages Act and Immorality Act. 
Japanese could live among Whites 
and make use of the same public 
facilities. However, they were not per- 
mitted to attend schools reserved for 
white children. Marriage to a white per- 
son was not recognised, and sexual rela- 
tions with Whites was against the law. 
Hence, elevation to the position of 
"honorary White" carried with it the 
dubious privilege of being entitled to 
imitate White lifestyles without being 
allowed to merge into White society. 
But the Japanese  delightfully 


Scene from the film on apartheid, Cry Freedom. 


Artists who draw on 
others for inspiration 


By lan Buruma in Tokyo 

magine Japanese dancing the Charles- 

ton in tearooms; imagine Japanese 
artists writing manifestos on futurism, 
expressionism or Dadaism; imagine Ja- 
panese women with bobbed hair taking 
in the latest ChapJin movie; imagine Ja- 
panese students in Lloyd glasses, 
after the American comedian Harold 
Lloyd, discussing Marx and Engels. 
Imagine all that, and you get an idea 
of Tokyo fashions of the 1920s. They 
were, as Edward Seidensticker put 
it in his chronicle of Tokyo, Low City, 





High City, “resolutely international.” 

Little wonder, then, that so many art 
works at the “1920s in Japan Exhibi- 
tion” (travelling through Japan until 23 
November), should look familiar to the 
Western eye. Some people might find it 
hard to imagine that the Japanese fol- 
lowed the same fashions as Westerners 
long before the Americans brought 
Glenn Miller and Hershey bars in 1945. 
In fact, they (the Japanese urban elite, 
that is) had done so since about the 
1870s. The Japanese masses followed 








thought that their status had been up- 
graded to that of the White people, and 
many began showing signs of harbour- 
ing a strange “White-race” hallucina- 
tion. (The marriage and immorality 
laws were finally repealed in 1985.) 
How this occurred is best examined by 
first looking at how the Japanese lived 
before they became hononary Whites 
and the way they were given their quasi- 
White status. 

A secretary from the Japanese Con- 
sulate in Cape Town once covered him- 
self in white powder before going out, as 
he could not stand being treated as a col- 
oured. This episode might sound 
ridiculous but it is understandable, or so 
wrote geographer and political critic 
Shigetaka Shiga, who visited South Af- 
rica in 1910 and again in 1922. On his 
two visits he was refused food and lodg- 
ing at a hotel, and experienced much 
difficulty in finding a restaurant or bar- 
bershop that would serve him. 

Japan established a 
consulate in Cape 
Town in 1918, yet 
its second consul, Ta- 
danao Imai, was at 
first even forbidden to 
enter the country by 
local officials. Because 
he was Japanese, his 
children were not per- 
mitted to attend school 
and nor could he check 
in at any hotel. It was 
not until his wife, a 
White American, en- 
tered the negotiations 
that allowances were 
made. 

Japan’s economic 
importance to South 
Africa increased along 
with the rapid growth in 
imports of textiles and 
general merchandise 


Western fads with the advent of the 
cinema a few score years later. 

There is, nonetheless, something 
rather odd about the way Japanese 
painters of the 1920s adopted European 
styles. For they did it so faithfully that it 
is hard to see their own contribution. 
There are several interesting paintings 
by Georg Grosz at the show, or at least 
you would swear they were by Grosz 
until you look carefully at the signatures 
and you read names like Nakahira and 
Okamoto. There is a Fernand Leger by 
a painter called Yabe; a Picasso by 
Ogata and so forth. 

One can say, as many Japanese do, 
that modern art is international, and 
that, consequently, a Japanist Cubist or 
Futurist is no stranger than a Spaniard 
or a Belgian being part of those schools. 
Furthermore, such critics say, the mod- 
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from Japan during and after 
World War I. The war had dis- 
rupted trade from Europe. Mer- 
chants began buying directly 
in Japan, and towards the 

end of the Meiji period, 

trade between Japan and 
South Africa began to 
expand considerably. The 
first hint of a future hono- 
rary White status came in 
the late 1920s. A law pass- 
ed in 1928 prohibiting trade 
in alcoholic beverages by 
Asians in South Africa contain- 
ed a clause exempting "the Japan- 
ese race. 

Racial discrimination against 
Asians has its origins in the fric- 
tion between Whites and the 
Chinese and Indian labourers who 
entered the country from the end 
of the 19th to the early 20th 
century. Starting in 1880, a 
large number of Indians (or 
Asians as they were called) were 
brought in as indentured la- 
bourers to work on the sugar 
plantations. Many of them stay- 
ed after their contracts expired 
and engaged in commercial activities. 

As Indian communities developed, 
the British colonial government 
adopted various measures to reduce the 
number of Indian immigrants. Some of 
the measures were a poll tax levied on 
every man and woman over 16 years of 
age who was no longer indentured. A 

atal Immigration Restriction Act of 
1887 required an education test in a 
European language. And the Union 
legislation of 1913 prohibited the entry 
of any new immigrants except for the 
wives and children of those Indians al- 
ready settled in South Africa. 

Some 70,000 Chinese labourers, 
many of them refugees from the Russo- 
Japanese war, were introduced into the 
gold mines of Johannesburg from 1904- 
08. The indentures imposed on the 
Chinese were even more severe than 


ern experience is universal. Japanese, 
German, or English, the effects of in- 
dustrialisation, overseas wars and 
American movies have been pretty 
much the same. 

A critic writing for the exhibition 
catalogue compared the post-Great 
War European angst to the atmosphere 
in Japan after the Great Earthquake of 
1923. Did not Japanese artists and intel- 
lectuals wrestle with Marxism, secular 
nihilism, individualism and so on, in the 
same way as Europeans? 

All this is partly true. But, looking at 
Japanese paintings of the 1920s, there 
appears to have been a fundamental 
misunderstanding of the terms avant- 
garde and modernism. In theory the Ja- 
panese understood it very well. 

In 1933, the writer Yasunari Kawa- 
bata wrote an essay about Harue Koga, 
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those on Indians. They were barred 
from filling skilled or semi-skilled posi- 
tions so that they would pose no com- 
petition to White labourers. It was to 
the Chinese that the job colour bar 
was first applied. Then in 1911, a 
set of regulations limiting African 
Blacks to semi-skilled jobs was pass- 
ed. 


Aa source of anti-Asian policy, 
according to Imai, the Japanese con- 
sul, was Japanese women. Large num- 


| bers of Japanese women known as kara- 
| yuki-san (prostitutes) went to South Af- 
| rica shortly after the start of the dia- 


mond rush sparked by the discovery of 
diamond mines at Kimberley. Whether 
this was in fact one of the causes of anti- 
Asian feelings is uncertain; but it is clear 
that the first Japanese to tread South Afri- 


a painter featured in the current exhibi- 
tion: “I always pursue new trends and 
new forms in literature, and am perceived 
as someone who does . . . Hence I even 
have the distinction of being called a 
conjurer. If it is true, this aspect resem- 
bles the life of Harue Koga as an artist. 
Koga never stopped creating avant-garde 
works. He was driven by the idea of per- 
forming in the role of an innovator . . .” 

Kawabata was innovative, it is true, 
but one glance at Koga’s works shows 
the overwhelming influence of several 
European painters, especially Max 
Ernst. Koga was a skilful artist, and his 
paintings are aesthetically pleasing, but 
they were never avant-garde or moder- 
nist, for they were in no way innovative. 

Another painter featured, Tai Kan- 
bara, wrote about a group exhibition in 
1922 that: “Each of us follows his own 





can soil were those karayuki-san. 

After South Africa withdrew 

from the British Commonwealth, 
it began to rely more heavily 
upon trade with Japan which 
soon filled the economic vacu- 

um left by Britain. In 1961, 

the “Proclamation of Honor- 
ary White Status” was promul- 
gated and, applying as it did to 
Japanese citizens, was undoub- 
tedly a direct result of this eco- 
nomic realignment. 

At the same time, Japanese 
had long wished to be treated not 
merely as members of another 
Asian country. This was attri- 
buted to one of Japan's indus- 
trialisation policies in the Meiji 
period known as "Departure 
from Asia to Europe." This pol- 
icy was proposed by Yukichi 
Fukuzawa (1835-1901), a promi- 
nent thinker who advocated 
Japan's opening up to the outside 
world. 

In 1940, Kenkichi Yoshida, 
Japan's charge d'affairs in Pre- 
toria said: “The ignorant masses 
cling to their ungracious attitudes 

and persist in looking upon Japanese in 
the same light as Indian labourers or 
Chinese coolies." 

When Shiga travelled to South Af- 
rica more than half a century ago, he 
witnessed and experienced racial dis- 
crimination. He rejected the "White 
doctrine," and asserted that people 
must live as equals. 

The racial issue in South Africa has 
mostly been ignored in Japan. Tradi- 
tionally, Japanese businesses abroad 
steer clear of politics. Recently, movies 
such as Cry Freedom and reports of the 
increasing international condemnation 
of apartheid have turned the y ite si 
on South Africa. The Japanese Govern- 
ment, for its part, is slowly responding 
to this attention by urging businesses to 
exercise self-restraint in their trading 
with South Africa. o 


way, to develop his own particular art.” 
This would be more convincing if his 
works did not bear such an uncanny re- 
semblance to those painted about 10 
years before by Wassily Kandinsky. 
This is not to say that these modern 
Japanese painters were impostors. And 
it may be that I miss the point of what 
they were trying to do. But it is still dif- 
ficult to see what the Japanese input was 
in modern oil painting. Were they at all 
original? 
rof. Shuji Takashina, prompted by 
an exhibition held in Paris in 1986, enti- 
tled “Le Japon des AVant-Gardes,” ar- 
gues that they were in an essay he wrote 
about the exhibition. Yes, he admits in 
the beginniñg of the essay, Japanese art- 
ists were much influenced by European 
trends, but that “does not in any way 
mean that Western influence is the only 














key to understanding the ac- 
complishments of the Japanese 
avant-garde." 

The old discussion of whether 
the Japanese can be truly crea- 
tive, or whether they are simply 
superior mimics has become so 
threadbare that one longs to lay it 
to rest forever. Thus Takashina's 
argument seems promising. 
Alas. he does not get very far. On 
Koga's paintings he remarks that 
what attracts the modern viewer 
is the artist's "pure, yet slightly 
unusual lyricism . which is 
perhaps one of the constants in 
the Japanese sensibility." 

This lyricism, he explains, is 
"intimately tied to the attitude to 
nature that permeates Japanese 
art as a whole. It is also because 
nature, for the Japanese. is not 
something which can be reduced 
to the logic of rules and compas- 
ses." 

That Japanese artists can be 
both original and creative is clear 
from other arts on display at the 
exhibition. Poster, book and tex- 
tile designs are superb. There is a 
scratchy film of a Japanese mo- 
dern dancer called Baku Ishii, 
who had a highly distinctive style. 
There are clips from the expressionist 
movies, directed by Teinosuke Kinuga- 
sa, who later went on to win interna- 
tional prizes for his much less distin- 
guished technicolour samurai epic enti- 
tled Gate of Hell. There are some curious 
architectural experiments, not always 
successful, but in any event innovative. 

So why were oil painters so 
slavish in their efforts to keep up 
with the latest European trends? 
I can think of two reasons. Mo- 
dern Western painting is not sim- 
ply a decorative art, let alone a 
craft, but an original expression 
of highly individualistic artists. 

In the Japanese tradition, 
paintings, whether on screens, 
scrolls or temple walls, tend to be 
there for decorative or didactic 
purposes. Paintings tended to 
conform to formal schools, led by 
established masters. Art, in 
Japan, whether “high” or “low,” 
was very much a craft, acquired 
during long apprenticeships. 

This tradition did not lend it- 
self well to the modern European 
style. Japanese artists in the first 
half of this century went to Paris 
or Berlin to study great modern 
masters. In this they behaved 
very much like traditional Japan- 
ese artists. They acquired styles. 
Their individualfty was not ex- 
pressed in original visiong so 
much as in their personal vari- 
ations from the established mo- 
dels. 

The other reason was more 
technical. Whereas the oil paint- 
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‘Grosz by Nakamura. 


ers learned styles, filmmakers, graphic 
designers. architects and dancers learn- 
ed techniques, or technology from the 
West. Western cinema was not much 
older than Japanese films, so there was 
no established style to copy. The first 
Japanese movies, like European films, 
were based on traditional theatre. 


‘Man with Cranes’ by Cheng Tsai-tung. 
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And designers had one of the 
richest heritages in the world to 
draw upon. Film and design, 
once the technique was mas- 
tered, could be grafted onto a Ja- 
panese tradition. This allowed 
filmmakers and designers to be 
innovative while remaining 
firmly rooted in native soil. 

Is native soil really that impor- 
tant? Does an artist have to ex- 
press a national style? No, he 
does not. But no painter can ex- 
press his vision in a vacuum, 
without a language, so to speak. 
He would have to reflect, some- 
how, something of the culture 
that nurtured him. This is the dif- 
ference between Picasso or Ernst 
and their Japanese disciples, for 
the former were very much part 
of an artistic tradition, some of 
which they rejected, some of 
which they transformed. 

Ironically, it is the Japanese 
who seem the most exercised by 
nationality and cultural defini- 
tions. Oil painters quite con- 
sciously set out to learn “West- 
ern-style” painting, as opposed 
to “Japanese-style.” a distinction 
which still persists. Western-style 
is in oil and deals with “modern” 
subjects; Japanese-style is ink or pow- 
dered paint and depicts traditional Ja- 
panese motifs. The two are almost 
never mixed. Artists in both camps ap- 
pear equally self-conscious about fol- 
lowing the correct formulas. 

Is Japan, in this as in so many things, 
a model for East Asia? Yes and no. The 
most interesting modern oil 
painting I have seen in this part of 
the world comes from Taiwan. 
There is a small group of young 
Taiwanese artists — two, Cheng 
Tsai-tung and Chiu ya-tsai, are 
staging an exhibition in Hong- 
kong — who have broken away 
from both Western and Eastern 
models. Their paintings are 
figurative, their subjects Tai- 
wanese, and their style a success- 
ful mixture of Chinese folk art 
and European neo-expressionism. 

They are not masters yet, but 
they have managed to do some- 
thing that has so far eluded most 
Japanese painters. They are ori- 
ginal and part of a living tradi- 
tion. This is true despite the fact 
that oil painting was first intro- 
duced in Taiwan by the Japanese, 
during the colonial period. I 
wrote "despite," but perhaps I 
should have said "thanks to," for 
by receiving modern Western art 
from a non-Western source, they 
were not left with the terrible 
burden of having to live up to 
Western masters. They could dis- 
card the Japanese models and 
start again, trusting nothing but 
their own eyes. a 
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Paying for past neglect 


By Charles Smith in Tokyo 


he need for Japan's 
ERN to undergo 

structural change has 
long been a favourite topic 
among Tokyo’s more intel- 
lectually inclined bureau- 
crats and business leaders, 
as well as among foreigners 
who are simply fed up with 
the country’s propensity to 
export. But hardly anyone 
seems to have realised just 
how rapidly one particular 
kind of change might take 
root. It now looks as if one of 
the main sources of growth in 
Japan's domestic economy 
for the next few years could 
be the physical reconstruc- 
tion of Japan itself. 

Since the middle of last 
year, when it published its 
Fourth Comprehensive Na- 
tional Development Plan 
(Yonzenso), Japan has been 
committed to spending 
some ¥1,000 trillion (US$8 
trillion) between 1986-2000 
to upgrade virtually every 
aspect of its stock of social 
capital, including roads, 
railways, airports, water sup- 
ply and sewerage systems. 


The plan also calls for a shift from a uni-polar pattern of 
development, focusing on Tokyo, to a multipolar system 
favouring the regions, though it acknowledges that Tokyo 
will need a lot of attention over the next 15 years if the capital 
is to continue fulfilling its obligation as an international fi- 


nance and business centre. 


The Yonzenso plan is by the far the most ambitious of the | 


four long-range development plans Japan 
has published since the early 1960s, as well 
as the most concrete in terms of the targets 
for individual sectors — yet government 
plans for beefing up the nation’s infrastruc- 
ture are only part of the broader picture. 

The other component of Japan’s restruc- 
turing boom consists of a series of largely 
privately organised and financed urban re- 
building schemes which could change the 
face of Tokyo and some other major cities 
over the next few years. Taken together, 
the two parts of Japan’s rebuilding pro- 
gramme could mean the country will be 
spending more over the next 15 years on up- 
grading its physical environment than has 
ever been spent over a similar period by any 
nation. 

The reasons why Japan is preparing to 
pour money into infrastructure spending 
and urban development undoubtedly in- 
clude deep public dissatisfaction with the 
fact that so little has been done in the past to 
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make the country's physical 
assets match its wealth. AI- 
though Japan spent heavily 
in the 1960s on infrastruc- 
ture projects that included 
ports, railways and power 
generation facilities, the 
money was geared to the 
needs of heavy industry, 
and left private citizens little 
better off. 

In the 1970s when growth 
slowed and the government 
found itself obliged to pump 
funds into public works to 
boost domestic demand, a 
start was made on building a 
national network of express- 
ways and on several other 
civil engineering program- 
mes. But constraints on the 
national budget, which be- 
came even tighter after the 
second oil price shock in 
1979, meant that progress 
was slow. 

The result was that by 
1987, according to a much- 
quoted survey by the Minis- 
try of Construction (MoC), 
Japan still boasted only half 
the length of expressways 
that West Germany had 


managed to build on about two-thirds of Japan's territory 
and less than one-third of the British motorway network in 
terms of kilometres per motor vehicle registration. 

When it comes to urban amenities Japan's performance 
looks even more dismal compared with the affluent west — 
MoC figures show each inhabitant of Tokyo "enjoying" 2.2 
m? of park space vs 30.7 m? in London. The last and most dis- 


mal statistic of all concerns sewerage and 
drainage, which is available to 37% of Ja- 
panese households but to 97% in Britain 
and more than 75% in all other advanced 
Western nations except France (65% ). 

Japan's poor overall performance in ac- 
cumulating social capital became an issue 
during the early stages of the campaign 
to pick a successor to former prime minis- 
ter Yasuhiro Nakasone when Kiichi 
Miyazawa, an economist and tax expert 
who now holds the Finance Ministry 
portfolio, argued that Japan could easily af- 
ford to double its assets over the next 15 
years. 

But macroeconomic arguments for more 
spending on public work are almost cer- 
tainly not the main reason why the issue has 
become fashionable. A more powerful 
force behind the drive to remodel the coun- 
try's infrastructure has been the sense that 
Tokyo has been soaking up resources and 
population while more remote regions and 
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prefectures have been allowed to subside into obsc 





try's interests well in some ways, planners suggest. The close 
proximity of government officials and businessmen to each 
other and to an increasing band of foreign businessmen has 
fitted the consensus-seeking pattern of Japanese society. The 
concentration of decision-making and information gathering 
s one centre, however, has also began to cause serious prob- 
ems. 

The runaway increase in land prices that hit Tokyo in the 
spring and summer of 1987 (while land prices elsewhere re- 
mained static) seemed to suggest that Tokyo might be reach- 
ing the limits of its capacity to function effectively without 
some fairly drastic revamping of its infrastructure. Another 
problem that has been stressed by politicians of the ruling 
Liberal Democratic Party (LDP) — who tend to come from 
places other than the caiptal — is that Tokyo is far more 
vulnerable to natural hazards 
than most of Japan's other big 
cities, 

The capital sits astride a 
major earthquake fault which 
has frequently caused trouble 
in the past — "great" earth- 

uakes have been recorded in 
the past at intervals of roughly 
70-120 years and the next one 
may be due before 2000 ac- 
cording to some experts. A 
more immediate worry is pro- 
viding enough water and road 
space to match the needs of an 
urban area which now houses 
nearly 30 million people (in 
Tokyo, Yokohama and the 
three "suburban" prefectures 
of Chiba, Saitama and 
Kanagawa). 

Ideas on how to deal with 
Tokyo’s problems range all 
the way from the “new capi- 
tal” school of LDP parliamen- 
tarians who propose shifting 
the central government's 
functions lock, stock and bar- 
rel to a new city to be built 
somewhere in western Hon- 
shu to the theory, pioneered by former prime minister 
Nakasone, that Tokyo itself should be the main focus of 
Japan’s attempts at upgrading its infrastructure. 





{flood contra). 


ever almost certainly misses the main point. Rather 

than choosing between Tokyo and the rest of Japan, 
the government may have to spend far more money on 
both Tokvo and the regions in the next 15 vears if there is 
to be any chance of maintaining a balanced pattern of 
growth. This conclusion is implicitly recognised in the Yon- 
zenso plan, though (partly for political reasons) the final 
version of the plan places far more stress on regionalisa- 
tion than on developing and enhancing the functions of 
Tokyo. 

A final reason why Japan has been able to launch its re- 
construction drive is that the theory and practice of planning 
and financing major develoment projects has undergone a 
radical change. Until the early 1980s it was tacitly assumed 
that all major infrastructure projects would be planned, fi- 
nanced and implemented by the central government, or by 
one or other of the public corporations which act as the gov- 
ernment's agents in specific sectors such as the state-owned 
Japan Highways Public Corp. 

This theory had to be modified after the business leaders 
of the Kansai region surrounding Osaka met with a blunt re- 


T: battle between centralists and capital-shifters how- 
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The stress on Tokyo as the "brain centre" of Japan that. 
has emerged since the start of the 1980s has served the coun- 
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fusal from the Ministry of Transport to a request for the con- 
struction of a new Kansai international airport. The solution 
was for the Kansai business leaders to put together a special 
corporation composed partly of private and partly of public 
aa interests which would build the airport and run it at a 
protit. 

The idea worked so well that other third sector corpora- 
tions are now being put together to execute major schemes 
that might otherwise have remained on the drawing board. 
These include a projected Y 1.15 trillion bridge and tunnel 
which will cross Tokyo Bay, linking Kawasaki on the Tokyo 
side with Kisarazu in Chiba prefecture. Another example of | 
mixed financing will be the Akashi Straits bridge linking the 
port of Kobe in western Honshu to the island of Awaji in the 
Inland Sea. Much of the funding for the Akashi bridge will. 
be private, unlike that for the recently completed Seto 
Ohashi bridge (also spanning. 
the Inland Sea), which was 
public. Nr 

The increasing popularity 
of third sector corporations is 
likely to mean that private in- 
vestors shoulder more than 
half of the annual cost of 
around ¥60-70 trillion im- 
plied by Yonzenso, according 
to Yasuhiro. Kawashima, a 
specialist on social capital in: 
the planning division. of t 
Economic Planning Agency. 
Above and beyond this will be 
the investments which groups ' 
of big companies are planning 
in urban redevelopment pro- 
jects such as the huge Ma- 
kuhari project on the coast 
of Chiba prefecture, 15 km 
east of the Tokyo ward 
area. 

Expected to cost around 
X 1.22 trillion over a 23-year 
period, the Makuhari scheme : 
will house 100,000 daytime 
workers and 26,000 perma- 
nent residents on a 438-ha site 

ntvEwhTA&ESAwvTws reclaimed from Tokyo Bay. 
Even more ambitious, though a good deal less advanced, are 
a cluster of projects to redevelop part of the port area of 
Tokyo itself into a new urban subcentre. The Tokyo port 
projects are expected to work in financial terms because 
the value of the disused industrial land on which they are 
to be built should increase by a factor of 10 or more as 
soon as rezoning of the area for housing or commerce is 
permitted by local authorities. This makes it possible for 
private developers to finance the building of roads and 
other infrastructure, rather than just putting up office 
buildings. 

The spate of private and semi-public development pro- 
jects likely to be launched in and around Tokyo in the next 
five years could pose one major danger, according to Nobuo 
Fuji, an expert on urban development at the Industrial Bank 
of Japan. Fuji believes there could be too much new office 
space. and conceivably even too much housing in Tokyo by 
the late 1990s, causing severe "shakeout" problems for some 
of the groups rushing to climb on the dgvelopment band- 
wagon. 

The bright side of the picture is that, not only Tokyo; 
but the rest of Japan, may have become a more liveable 
place by the end of the century. Long before that stage is 
reached, the work of rebuilding Japan's infrastructure 
should be providing some useful extra thrust to the dome 
tic economy. GE 


Source: Ministry of Construction. 
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Time to tame 
the monster of 
the capital 


By Nigel Holloway in Tokyo 
m apan has belatedly begun to realise that 
it has a monster in its midst. On the 
m surface, the monster looks quite 
friendly, but in reality it has been devouring 
money. people and information at an 
alarming rate. Tokyo is the behemoth and 
the prime means of cutting it down to size 
comes in the form of an innocuous sounding 
document called the Fourth Comprehen- 
sive National Development Plan (Yon- 
zenso), published in June 1987. 

The plan makes no bones about the mag- 
nitude of the problem. If people continue 
pouring into the capital, "it will not only 
hamper the improvement of living condi- 
tions in the Tokyo metropolitan area, but 
also make it difficult to hand down our pre- 
cious national land in a good condition to 
coming generations as the balance will be 
destroyed between limited resources and 
human activities. Moreover, were it not for 









adequate nationwide role-sharing because of an excessive 
Tokyo-centred concentration of functions related to econ- 
omy, culture, living, etc. then regions would be hindered 
from varied and characteristic development, making 
it difficult for Japan as a whole to enjoy the benefits 


of the variety of value systems." 
The organisation responsible for 
carrying out the plan is the deeply 
cautious National Land Agency 
(NLA), a department in the prime 
minister’s office. It gained unaccus- 
tomed prominence last month when 
its director-general, Seisuke Okuno, 
a cabinet member, resigned after 
saying Japan had fought in World 
War II “to protect itself" against 
“the white race that had turned Asia 
into a colony.” The agency spends 
most of its time coordinating the 
overall use of land, worrying about 
property prices and developing met- 
ropolitan areas, water resources and 
disaster-prevention measures. 
Surprising as it may seem, the 
government has been trying to en- 
sure a balanced rate of development 
throughout the country for the past 
quarter of a century. It has suc- 
ceeded in doing so in one limited 
sense. The first two development 
plans — in 1962 and 1969 — stress- 
ed the need to relocate industry, 
and therefore jobs, out of the 
main three conurbations: around 
Tokyo, Osaka and Nagoya. It 
worked. The share of industrial an- 
nual output produced by the rest of 
the country rose from 3776 in 1970 to 
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REGIONAL 


Ironically, this did not help much to reduce the impor- 
tance of Tokyo as the brains of Japan. As Prime Minister 
Noboru Takeshita points out in his tract, The Furusato Con: 
cept, this form of decentralisation helped the economic mira- 
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cle by moving capital to where the labour was, while keeping - 


decision-making centralised. “The essential facilities for 
managing the country, national information centres, cultural 
and creative resources and international exchange have, if 
anything, become even more concentrated in Tokyo. This is 


because it is still more advantageous to direct the develop- 
ment and distribution of mass-produced products from a 
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44% in 1985. eaten, expects to see the net inflow into | 


single location,” he writes. 

This reliance on industrial reloca- 
tion seems to have started going wrong 
during the late 1970s. The second national: 
development plan had carried on the “new 
industrial city” concept of the first pro- 
gramme, while emphasising the. need. 
for a national transport and communi- . 
cations axis connecting the seven main 
cities. In 1977, the planners changed 
tack, concentrating on regional develop- 
ment by means of what were called "Inte- 
grated Local Settlements," a phrase to 
describe the process of improving the 
quality of life in regional centres to 
ensure people did not move away to the 
big cities. According to one NLA official, 
the third plan was too vague and philosophi- ` 
cal to prevent the Tokyo monster growing 
bigger. 

Whether by coincidence or not, the 
drift towards Tokyo, Osaka and Nagoya 


subsided in the latter half of the 1970s, but then began to 
resume at the turn of the decade. As a result the propor- 
tion of the population crammed into the three regions 
housing these conurbations (Kanto, Kansai, Chubu) rose 
from 61.3% of the national total of 105 million 


people 
in 1970 to 63.3% of 121 million in 
1985. One important reason for this 
must be the change in the structure of 
the economy and its increasing em- 
phasis on higher-value output which 
requires less land for factories and 
the growth of services, like finance 
and information processing. The re- 
location of smokestack industries 
worked well, but it was not replaced 
by a sufficiently vigorous regional 
policy for lighter, softer opera- 
tions. 

This trend is echoed by income 
disparities between these three re- 
gions on the one hand and the rest of 
Japan on the other. These differ- 
ences narrowed almost continuously 
from around 1960 until about 1979 
(when living standards were still a 
massive 21% higher in the three re- 
gions than in the rest of the country) 
and then started to widen, a process 
that continues to this day. Yonzenso 
estimates that the population of 
Greater Tokyo (the city, plus 
Saitama, Chiba ,and Kanagawa) 
will rise from 30 million to 35 
million by the year 2000 if nothing 
is done to check it. The plan it- 
self adopts a target of 33 million, 
which is still a somewhat alarming 
10% rise over the 1985 level. it 
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Greater Tokyo reverse by around 1993, the middle of the 
plan period. 

The (possibly excessive) caution of the NLA is also evi- 
dent in its forecasts of movements in the size of the labour 
force. Although Kanto, Kansai and Chubu will be the only 
three regions to experience a fall in their percentage shares of 
manufacturing workers nationwide in 1986-2000, they will be 
the only three regions to see an increase in their share of the 
country’s total labour force. They will therefore continue to 
be the main beneficiaries of the growth in Japan’s service in- 
dustry. What the government seems to need more than ever 
is an equivalent of Britain’s highly successful Location of Of- 
fices Bureau, which helped thousands of businesses move out 
of London in the 1960s and 1970s. 

Yonzenso's aim is to establish what it calls a “multi-polar 
pattern of land-use” where “a number of polar areas with 
their own characteristic functions co-exist without an exces- 
sive concentration of population and economic, administra- 
tive and other functions in particular areas and where each 
area interacts with others and foreign countries to be mutual- 
ly complementary and stimulating." 

Although it could have been put across with a bit more 
panache, it is still easier said than done. The basic method of 
regional development will be to rely on the initiative of each 
area to come up with its own development plans, says Yon- 
zenso. Things like tax breaks and low-interest loans will be 
used as carrots to entice firms to move. Central government 
will step in to promote faster flows of informa- 
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Retain the city, 


but shift 
the functions 


he puzzle of what to do about Tokyo’s spiralling land: | 

rices and y pie communication problems has 

een taxing the minds of Japan's urban planners for” 

well over a decade. But for Keijiro Murata, a six times re 

elected member of parliament and former minister of inter 
national trade and industry, the problem is very simple. 

Murata is acting chairman of the “Research group on 

moving the capital function,” established in February by the 

ruling Liberal Democratic Party (LDP) with a membership 

which includes more than half of the parliamentary party. He 

says there should be no difficulty about moving the main 

functions of Tokyo to a new city with which could be located 

"somewhere" in central or north- 









tion and to enable people to travel to and from all 
of Japan's major cities within a day (i.e. a 
maximum of three hours travel in one direction). 
Not only new offices, but also "new" industries, 
such as information processing and research, will 
be located outside the main three centres. Inter- 
national airports will be built mainly in or near 
provincial cities, says Yonzenso, and the centres 
of these towns will be redeveloped. 

The demands on Japan's infrastructure will 
grow exponentially by the year 2000. The 
number of foreign visitors will increase from 2.3 
million a year to as many as 8 million, while 12 
million Japanese will travel abroad each year by 
the turn of the century, compared with 4.9 mil- 
lion in 1985. The volume of information ex- 
changed internationally will grow by 20 times 
and within the country by three times. Within 
Japan, the number of people within a day's travel 
of each other will increase by a quarter to 59 mil- 
lion. They will also be travelling more fre- 
quently, up from 54 billion people making trips 
in 1985 to 71 billion in the year 2000. The volume 



























Murata: simple solution. 





ern Honshu, in much the same way as 
the US deliberately created. Wash- 
ington. The institutions that would 
make the move would include the 20 
central government ministries, parlia- > 
ment and the Supreme Court, 

A city built to accommodate around 
800,000 people on a 10,000-ha site need- 
not cost more than ¥ 10 trillion (US$8 
billion) to build, assuming the govern- 
ment manages to get the necessary land 
before speculators start driving up 
prices. This looks a bargain compared 
with the ¥1 trillion cost of building a 
new l-km expressway to link the 
Kasumigaseki which houses central 
government ministries with Shimbashi 
station in the heart of Tokyo's business 
and entertainment area. The difference 
between the two is that 99% of the 
budget for building the Shimbashi- 
Kasumigaseki road would be the cost of 
buying land. 
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of cargo moved will increase by about a quarter. 

The list of projects and objectives is a building contract- 
or's dream. About 15 airports will be upgraded. Commuter 
airports and heliports are to be developed in 50-70 districts. 
Five new Shinkansen (bullet train) lines will be introduced 
step by step. There will be 46 million housing units by the 
year 2000, of which 19 million will be new. Their average area 
will increase by 16%. The size of urban parks per head will 
double. Measures will be taken along half Japan's entire 
34,000-km coastline to prevent floods and erosion. 

The bureaucrats have followed up publication of the plan 
with new regional measures. The main piece of legislation, to 
aid the development of different poles of activity, was consi- 
dered by the Diet in May. This law deals with the fiscal and 
regulatory measures required to redevelop Tokyo, the trans- 
fer of some of the capital's functions and the promotion of the 
provinces. Amendments to the highway construction laws 
were passed late last year and the Ministry of International 
Trade and Industry is preparing legislation to boost the 
growth of skill-intensive service industries in local areas. The 
question of whether all this will revitalise the provinces and 
lead to a more balanced regional development depends on 
the strength of political will. 











Murata says he has been interested in 
the idea of building a new capital for at least 25 years, but 
during much of this time he was a member of small minority. 
A proposal to shift the capital, publicly aired in the early 
1960s by Ichiro Kono, a top official of the ruling party, was 
shelved after the government remodelled the capital to ac- 
commodate the Tokyo Olympics in 1964. 

During 1965 to the late 1970s a succession of politicians 
aired proposals for shifting the emphasis of Japan’s economic 
growth from Tokyo to the regions, but suggestions for mov- 
ing the capital as such were ignored. Chief among the re- 
gionalist strategies of the period were the famous plan for 
“remodelling the Japanese archipelago” launched by prime 
minister Kakuei Tanaka in 1973 (but abandoned after the 
first oil price shock) and the theory of economic decentralisa- 
tion favoured by prime minister (1979-80) Masayoshi Ohira. 

Murata thinks the idea of moving the capital has come 
back into favour because attempts to use gentler ways of 
shifting the balance from Tokyo to the regions have failed. 
The extreme concentration of economic activity in Tokyo 
can be seen from the fact that the head offices of 65% ofall 
Japanese companies and 40% of the student population of. 
Japan are now crammed into the capital region. In terms of - 
































l money the value of the land on which Tokyo and its four sur- 
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up money so earned should be used to deve- 
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rounding prefectures (the so-called Shutofuken area) stand is 
estimated at ¥650 trillion, roughly equal to the entire land 
value of the US. 

Murata says his LDP committee is considering at least four 
possible locations for a new capital — Iwate prefecture in the 
extreme northeast of Honshu, the city of Sendai also in the 
northeast, the Hiroshima area in the southwest and some- 


| where close to Nagoya, the big industrial city which occupies 
“the geographical heart of Japan. A slightly more novel pro- 


posal, which could avoid the risk of land speculation, is to 
build an artificial island in the centre of Lake Hamana, a large 
freshwater lake separated from the sea by a narrow spit of land 
between Nagoya and Hamamatsu in Shizuoka prefecture. 
Yet another scheme would be simply to shift the capital 


-|e back to the shores of Lake Biwa or to somewhere else near to 
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Kyoto, the old imperial capital of Japan. Murata'scommittee 
will reveal which of these places it prefers when it produces 
its final report early in 1991. Meanwhile, Murata himself is 
generally thought to prefer Nagoya, the city he represents in 
parliament. 

Murata's proposals for shifting the capital out of Tokyo 
are regarded as simplistic by many development specialists 
but Kazuo Yawata, an expert on regional development at the 
Ministry of International Trade and Industry, suggests that 
sentoron (the theory of moving the capital) could become a 
mainstream policy of the Japanese Government within the 
next five years. 

The outcome may in any case depend on politics rather 
than on logic. In this context it seems worth noting that only 
one top leader of the LDP — former prime minister Yasu- 
hiro Nakasone — has had the courage to suggest that the best 
option may after all be for the government to spend its money 
on improving Tokyo. — Charles Smith 





Solving the development imbalance 


so far been between centralists like former prime minis- 

ter Yasuhiro Nakasone who wanted to make Tokyo a 
bigger and better capital and diffusionists favouring the re- 
gions. According to Kisho Kurokawa, one of Japan's leading 
architects, the distinction is nonsense. 

Kurokawa says that at least 13.5 million of the 15 million 
increase in Japan's population that is expected up to 2025 will 
have to be accommodated outside Tokyo. But the infrastruc- 
ture investment needed to make this possible will be far 
greater than can be afforded on the basis of existing tax rev- 
enues. The solution, says Kurokawa, is for 
the government to make its fortune by re- 
claiming and selling land in Tokyo Bay. The 


T: great debate on regional development in Japan has 


lop a series of regional centres such as 
Hiroshima, Sendai and Kumamoto which 
could eventually come to rival Tokyo in the 
quality of life offered to residents. 

Kurokawa estimates that it should be 
possible for the government to build an arti- 
ficial island of around 30,000 ha in the 
northern half of Tokyo Bay at the cost of 
around ¥1 million (US$8,000) a tsubo (a 
Japanese unit of land measurement equiva- 
lent to 3.3 m?). If half of this were sold to 
private developers at around ¥8-10 million 
a tsubo — a bargain in relation to central 
Tokyo's present land values — the govern- 
ment could make a profit of up to ¥ 100 tril- 
lion over the 30-year period needed to deve- 
lop the island. 

The land reclamation work could be fi- 
nanced by “island bonds" which Japan 
would issue to Japanese and foreign invest- 
ors in five-year tranches as reclamation 





Kurokawa: keep Tokyo. 


infrastructural facilities while more populous areas ran short. 

To make the best use of funds generated by the Tokyo 
Bay development, Kurokawa says such developments would 
have to stop. He suggests a new form of democracy may be 
needed to enable the central government to pick develop- 
ment candidates among a handful of major cities. But a selec- 
tive approach to regional development would be in line with 
other recent trends in Japan. A key government committee 
which has been discussing the sensitive issue of educational 
reform now supports the idea of encouraging talented indi- 
viduals rather than the traditional notion of ensuring that 
everyone who pu through the state 
school system should be able to reach a 
minimum level of literacy. 

Kurokawa says the much-touted idea of 
solving the development imbalance by shift- 
ing the capital from Tokyo is unrealistic be- 
cause Tokyo has now built up so much 
momentum as a financial and cultural 
centre that it will continue to grow even if 
the government moves out. What he does 
suggest is that Tokyo's functions could be 
diffused throughout the entire Pacific belt 
area stretching 450 km from Tokyo to 
Osaka and Kobe. 

The Kansai area around Osaka, how- 
ever, may need to be given a boost if it is to 
be able to keep its end'up against Tokyo as 
part of the capital area. This could be 
achieved by integrating the whole of the 
western portion of Honshu island and the 
neighbouring islands of Shikoku and 
Kyushu into a single economic sub-region 
supporting Osaka, much as the big Kanto 
plain supports Tokyo. The Shikoku-Hon- 
shu bridges are a first step in this direc- 
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work proceeded. 

Kurokawa claims that his strategy of making Tokyo pay 
the development bills of the regions is a logical extension of 
the present system under which the central government 
creams off tax revenue from the richer parts of Japan to fi- 
nance development in poorer areas. But he adds that the sys- 
tem itself would also have to be changed in a way that might 
be politically tricky. Until recently central government agen- 
cies in charge of infrastructure development, such as the 
Construction Ministry, used to spread their money evenly 
over most of rural Japan with the result that remote areas 
were sometimes ludicrously overloaded with roads and other 
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tion, Kurokawa suggests, but not enough 
in themselves since Shikoku will remain something of a 
dead end so long as it is linked only to the main island of 
Honshu. 

Kurokawa's blueprint for building an island in Tokyo Bay 
and for selective development elsewhere is still only a gleam 
in its creator's eye, but this could soon change. Kurokawa 
says he is waiting for the Keidanren, Japan's most powerful 
business confederation, to form a committee to study his pro- 
ject. At a more practical level a research group of 100 major 
corporations may soon put up ¥10 billion to finance a series 
of feasibility studies. — Charles Smith 
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JAPAN RECONSTRUCTS 
POLITICS 


MPs take closer 
interest in 
lobbying 


he level of construction industry orders has come to be 
T reccuniseo as a vital indicator of the health of Japan’s 
national economy in the past few years. However, 
economists are not the only people in Japan who keep a 
watchful eye on the industry. The construction industry has 
also gained greatly in political importance during the past 
decade as more traditional sectors like farming declined. 
According to Prof. Tomoaki Iwai of Tokiwa University, a 
specialist on Japan’s domestic political scene who has written 
books on the inner workings of the ruling Liberal Democratic 
Party, the LDP’s construction zoku (literally: tribe), is the 
largest and most powerful of about a dozen unofficial 
pony groups which handle relations between the 
party and different sectors of the national — evecacnwes 








workers who would run short of money if they had to depend 
on farming alone. 

Construction of large public works contracts — the sector 
over which the LDP has most influence — figure less promi- 
nently in the economies of big cities like Tokyo and Osaka 
than in rural areas, but the rural areas of Japan are still seen 
as the basis of the LDP's power. Apart from the innate con- 
servatism of most such areas, a vote cast in a rural consti- 
tuency carries more weight than an urban vote because of the 
disproportionate size of constituencies. 

A second reason for the importance of the construction 
zoku in the LDP's internal power structure is its role in dis- 
tributing funds within the ruling party. No estimate exists for 
the total amount of construction industry funding handled by 
the LDP, but the amounts almost certainly exceed funding 
from major manufacturing industries such as steel or motor 
vehicles or even from other major service industries such as 
electric power generation. 

A distinctive feature of the industry as a provider of funds 
is that money flows through many channels andat a variety of 
different levels. The top six construction companies are 
major contributors to the campaign chest of the party itself 
and to the factions. Below that level, individual LDP mem- 
bers can expect donations from smaller companies, espe- 
cially if they are active in the zoku and believed to have good 
connections with bureaucrats in ministries handling con- 
struction business. 

The power of the once mighty, but now sadly depleted 





economy. Iwai adds that the makeup of the 
construction zoku may be even more im- 
portant than its numbers. 

The 35 or so LDP parliamentarians 
who constitute the zoku's inner circle in- 
clude 10 members of the faction support- 
ing Prime Minister Noboru Takeshita. 
The unofficial leaders are Takeshita him- 
self and Shin Kanemaru, a former LDP 
secretary-general and reputed party 
kingmaker who is linked to Takeshita via 
the marriage of his son with Takeshita’s 
daughter. 

Members of the faction supporting 
former prime minister Yasuhiro Nakasone 
are only lightly represented at the top 
levels of the construction zoku, but a look 
at the second tier of construction indus- 
try lobbyists consisting of parliamentarians 
in their 40s and 50s suggests that this 
situation is being adjusted. Iwai says that 








Takeshita; Kanemaru: leaders of the inner circle. 








Nakasone faction members who were 
mainly “ideological” in their outlook until the early 1980s 
began to show a strong interest in the construction industry 
after Nakasone became prime minister in the autumn of 
1983. 

The importance of the LDP’s construction group vis-a-vis 
other similar groups in the party reflects the importance of 
the industry itself as an employer and therefore as a source of 
votes at election time. Japan’s 520,000 construction com- 
panies employ about 3.5 million workers (roughly 5% of the 
labour force) directly but pee crucially important mar- 
kets for industries ranging from steel to motor vehicles which 
employ about another quarter. No other industry can claim 
this much weight in the national economy, with the possible 
exception of the distribution sector which is also the focus of 
a powerful LDP lobby. 

By contrast with construction, which has grown in relative 
terms over the years as an employer, agriculture has seen its 
share of the workforce declige from 47% at the start of the 
1950s to less than 10% in the 1980s. This explains why the 
LDP's farm lobby is not the force it formerly was, says Iwai. 
Another point is that farmers often work part time in the con- 
struction industry. Road construction programmes in rural 
areas depend heavily on out of season labour of agricultural 





Kakuei Tanaka faction is believed to have rested almost sole- 
ly on the faction’s one time control of the construction zoku 
and of most other LDP construction committees. In the same 
way, the Takeshita faction probably draws heavily on con- 
struction industry funding though even the approximate 
amounts, and the identities of companies that provide them, 
remain well-guarded secrets. 

In the case of both the Tanaka and Takeshita factions, 
personal relationships seem to have played a part in this situ- 
ation. Former prime minister Tanaka is, or was, a construc- 
tion billionaire in his own right. Takeshita’s position as the de 
facto leader of the construction zoku rests partly on experi- 
ence gained as construction minister in the cabinet of former 
prime minister Takeo Miki and partly on family ties — one of 
his daughters is married to the son of the president of 
Takenaka Komuten, a big construction company. 

In return for “donations” from the industry, members of 
the LDP construction zoku are expected to use their contacts 
with the ministries handling public works projects to help de- 
cide which companies win major projects or, more csaa to 
decide how business will be shared out between the major 
players. But the zoku’s work goes far beyond a mere distribu- 
tion of favours. 
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One of the main jobs of top LDP construction specialists is 
said to be to decide an order of priority between major pro- 
jects competing for public funds. The zoku also has to see 
that the allocation of funds for public works projects is not 
left simply to the discretion of bureaucrats at the Ministry of 
Finance who have a vested interest in restricting the size of 
the public works budget. 

In deciding the priority to be awarded to different pro- 
jects, the personalities and backgrounds of different LDP 
leaders can be of crucial importance. Iwai notes that the gov- 
ernment decided to start work on no fewer than three bridges 
linking southwestern Honshu with the island of Shikoku 
across the Inland Sea at a time when two politicians repre- 
senting different Shikoku prefectures and one from south- 
western Honshu were in a position to swing party decisions. 

The three, Masayoshi Ohira from Kagawa prefecture in 
Shikoku, Takeo Mili from Tokushima Prefecture (both fu- 
ture prime ministers) and Kiichi Miyazawa from Hiroshima 
(now finance minister and leader of a major LDP faction), 
would have found it hard to face their regional supporters' 
organisations if either of the other two regions had been 
given precedence in the bridge building programme. 

The close links that exist between the LDP and the con- 
struction industry have given the party a strong interest in 
protecting the industry against foreign competition — an 
issue which became topical in 1986 when the US began de- 
manding the right for American construction companies to 
be allowed to bid for the Kansai international airport project. 
But the outcome of recent US-Japan 
negotiations on costruction (which ended 
with the US winning the right for its com- 
panies to bid for selected public works pro- 
jects) suggests that the LDP's construction 
lobbyists are not as hostile as members of 
the party's agriculture "tribe" towards de- 
mands for access by foreigners. 

A difference between the two sectors is 
that the construction lobby maintains rela- 
tions with many hundreds of small- and 
medium-sized construction companies 
whereas the farm lobby acts as the mouth- 
piece for a national federation of farmers’ 
co-operatives. Medium sized Japanese 
construction companies have compara- 
tively little to fear from the opening of their 
market to foreign competition, Iwai be- 
lieves. This is because even foreign com- 

anies are likely to have to use Japanese 
irms as subcontractors for much of the P 
building work in major public works pro- De 
jects. 

The pivotal position occupied by the LDP's construction 
zoku in determining what projects are undertaken and by 
whom tends to mean that even bureaucrats play second fid- 
dle where decisions involving the award of public works con- 
tracts are concerned. Yet members of the LDP construction 
zoku ultimately owe their positions to their ability to work 
with bureaucrats in the first place. 

Under the strict seniority system maintained within the 
LDP hierarchy, young members of the parliamentary party 
are m to prove their worth in dealing with the bureau- 
cracy first as parliamentary vice-ministers and then as mem- 
bers of one or other of the specialised committees making up 
the LDP's Police Affairs Research Council (an official organ 
of the party which is regularly briefed by bureaucrats on key 
policy issues including public works construction). Only after 
this will they be admitted to the informal but influential pol- 
icy groups in which most of the real decisions tend to be 
made. 

The system, as Iwai points out, helps to maintain a deli- 
cate balance of power between bureaucrats and politicians. 
What it does not do is to make the procedures under which 
public works contracts are awarded accountable to, or com- 
prehensible by, the public. — Charles Smith 
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INVESTMENT 


Mammoth outlay 
plan; no shortage 
of cash 


apan's National Land Agency (NLA ) says that total in- 
J vestment in infrastructure in 1986-2000 will amount to 
Y 1.000 trillion (US$8 trillion) at 1980 prices. This may 
sound like a lot of money, but in an economy the size of 
Japan's, there should be no problem putting up the cash. The 
NLA defines this form of investment to include “public fixed 
capital formation, private residential investments, and pri- 
vate plant and equipment investments in energy, transport, 
information and communications, urban redevelopment, 
and others." 
The NLA reckons that ¥45 trillion (at 1980 prices) was 
spent in this way in the year to March 1986, just over half the 
total gross domestic capital formation and about 15% of 


mental train: cooperation between sectors. 





GNP, roughly the same proportion as the construction indus- 
try. To meet the target, infrastructure investment would 
have to increase at an annual rate of 4.8% . The agency does 
not know whether that is a faster rate than in the previous 15 
years, but it would be a pretty safe assumption. Gross domes- 
tic fixed capital formation increased by a little over 3% a year 
between 1979-86, but the amount provided by the public sec- 
tor stayed flat. 

The fourth comprehensive national development plan 
says precious little about how the investments will be fi- 
nanced, except to comment that "close cooperation be- 
tween public and private sectors is indispensable" and that 
tax breaks, subsidies and low- (or no) interest loans will be 
used more liberally. The mention of the role of the private 
sector is hardly surprising, because it will be expected to 
shoulder a large, and probably increasing, share of the bur- 
den as time goes on. . 

Analysts familiar with the plan say that government 
spending on infrastructure paid'for from the general account 
(1.e. directly from taxpayers’ money) is unlikely to rise for 
many years to come. Projects financed by the fiscal invest- 
ment and loan programme of the government, which comes 
from things like postal savings, may not increase substan- 
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argest projects currently under way in Japan, such as the 
¥ 1.2 trillion Trans-Tokyo Bay Highway Corp. in which the 
largest shareholder is the Japan Highway Public Corp., fol- 
lowed by seven local governments and no fewer than 351 pri- 
vate companies. The ¥1 trillion Kansai International Air- 
ort project was set up in September 1986. The shares are 
held by the national government, 11 regional public bodies 
and 797 private companies, but with 51% of the equity in 
state hands. Some 12% of the cost was to be raised from 
equity and the rest from loans. Two of the new long-distance 
communications carriers, Teleway Japan and Japan Tele- 
com, also fall under this heading. Japan Railways has a one- 


third stake in Japan Telecom. 
S hived off when the state corporation was split up and 
privatised in April 1987. These lines were to be phased 
out because there seemed no hope of making them profitable 
as a result of their poor location. Prefectural governments 
took them over to prevent them being shut down and enlisted 
towns, timber firms, quarries and agricultural co-operatives 
in the railway lines' participation. One of these, a 107-km line 
in Iwate prefecture run by Sanriku Tetsudo, has been making 
a profit every year since 1984. 

The third category comprises a disparate collection of 
third sector corporations such as Kobe City's Portliner, 
52.5% owned by the city government and the remainderheld | 
by 43 private companies including Kawasaki Heavy Indus- 
tries. 

Third sector corporations have become so popular that 
rivate participation in infrastructure projects was given a 
egal basis in 1986, though Kansai Airport and Trans- Tokyo 

Bay Highway are not included, due to their size. Projects ap- 
proved under the law can receive a plethora of financial in- 
centives, including low-interest loans from the JDB and tax 
privileges. In October 1987, JDB launched an interest-free 
loan scheme with ¥46 billion from the proceeds of the sale of 
the government's shares in Nippon Telegraph and Tele- 
hone. 
j Okuma says that the management of the third sector 
groups is often much more of a problem than the financing. 
The top shareholder tends to be a government department or 
local authority which appoints the president — often a 
former bureaucrat with little business experience. In fact, 
these companies often end up as “retirement homes” for civil 
servants. The need then is to recruit professional managers 
from outside to run the enterprise, as has occurred success- 
fully with an exhibition hall in Kokura City in Kyushu. The 
mayor became the president of the hall, but was wise enough 
tohire professional stafftorunit — ataprofit. — Nigel Holloway 





econd come the 19 Japan Railways lines which were 















JAPAN RESBSNSTRUCTS 
CONSTRUCTION 


Spending wave 
a boost for 













the builders 

apan's construction industry can hardly fail to benefit- 
J from the ¥1,000 trillion (US$8 trillion) worth of invest- 
ment in remodelling the country’s infrastructure sche- 
duled under the new Comprehensive National Development 
Plan (Yonzenso). Yet construction industry leaders seem a 
most too busy to think about the potential long-term cons 
quences of the plan. In the past nine to 10 months the industry 
has been virtually swept off its feet by a combination of in 
creased public spending and private housing orders which 
have created the biggest construction boom since the first oil 
price shock. : 

Japan's construction market experienced a five-year 
"winter" in the early 1980s, as the Ministry of Finance (MoF) 
introduced a zero ceiling on all forms of public spending by 
the central government in an attempt to eliminate budget 
deficits caused by the Keynesian policies of earlier govern- 
ments. From about the beginning of 1986, however, demand 
for construction services began to rise as spending on infra- 
structure projects by prefectural governments recovered 
from the worst effects of the MoF squeeze. =: 

The thaw in the five-year construction winter turned into 
full summer in mid-1987 as the government reacted to for- 
eign pressures to stimulate the economy by unveiling a ¥6 
trillion supplementary budget which included an estimated 
¥4.3 trillion for infrastructure. The supplementary budget was 
funded by a windfall €5 trillion the government made from - 
selling shares in the recently privatised Nippon Telephone and 
Telegraph (NTT), money which did not breach the MoF freeze. 

Almost simultaneously the industry found itself facing a. 
boom in new housing construction which put Japan tempora- 
rily ahead of the US as a housing market. The 1.7 million: 
housing units started in fiscal 1987 were a 23% jump on 1986 
and left almost all Japanese builders gasping for breath — not 
least the handful of giant companies specialising in prefabri- 
cated modular houses. 

The irony of the housing boom was that it appeared not to . 
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have been planned by the government on anything like the 
scale on which it occurred. Instead, the boom resulted from a 
combination of ultra-low interest rates and a wholly unplan- 
ned explosion in property values which forced landowners to 
redevelop their land or face punitive tax bills. Private land- 
owners in Tokyo apparently seldom stopped to consider 
whether demand existed for the “tax haven” apartment 
blocks they rushed to build to offset the effects of the land 
: boom. The result, according to one industry source, is that 
some parts of Tokyo which once had a housing shortage now 
“have a 10-15% vacancy rate — mainly new apartments. 

The combined effect of lavish government spending on in- 
frastructure and even more extravagant housing investment 
by the private sector was to raise the value of orders received 
by the top 52 Japanese construction companies in the first 11 
months of fiscal 1987-88 by a remarkable 1876, with private 
sector orders alone jumping 21%, according to Yoshio 
Iwata, managing director of 
the Japan Confederation of 
Construction Contractors (Nik- 
kenren). Iwata adds that 1987 
construction investment almost 
certainly topped 17% of Japan’s 
GNP for the first time in several 
years. However, the industry’s 
come back was not achieved 
without stress. 

One of the first effects of the 
construction boom was a short- 
age of materials, including 
timber (the main material used 
for houses in Japan), cement 
and structural steel. Stockpiling 
of structural steel by construc- 
tion companies and traders in 
the two months after the an- 
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tary budget pushed prices up by : 
as much as they had fallen over 
the previous 18 months. 

The steel shortage became 
less of a worry after the Minis- 
try of International Trade and 
Industry stepped in to discour- 
age speculative stockpiling in 
September 1987, but another 
more serious shortage persists. 
Almost all major construction 
companies claim they cannot 
hire enough skilled workers to 
meet construction deadlines, with the result that backlogs of 
up to six months have appeared in some sectors. 
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“April 1987 to March 1988. 


small companies compete for unskilled business handed 

down by the major contractors, labour shortages appear 
to be even worse than in the industry's upper reaches. An ana- 
lyst at the Research Institute for Construction and Economy, 
an offshoot of the MoC, told the REVIEW that he thought as 
many as 10,000 illegal aliens might be working on construction 
sites in the suburbs of cities like Tokyo and Osaka, though only 
some 2,000 had been picked up by officials. 

The legal admission of aliens to help meet shortages of 
native Japanese workers is being considered by the govern- 
ment and a number of industry study groups, but few em- 
ployers appear ready to take the plunge. One construction 
company manager told a foreign securities analyst that 
though he personally favouret using foreign workers, major- 
ity opinion in the industry was strongly against an open door 
policy for migrants. Another source suggested training pro- 
grammes under which workers from selected countries (prob- 
ably including the Philippines, but excluding South Korea) 


i n the subcontracting sector, where tens of thousands of 
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sales of NTT shares to the public. 

According to a senior official in the planning division of 
the Economic Planning Agency, the MoF has not yet for- 
mally dropped its freeze on public works spending funded 
out of the main national budget. However, other officials 
point out that the MoF can continue to sell shares in NTT for 
some time to come, if it chooses to, as a supplementary 
means of financing public works. 

Some more optimistic sec- 
urities industry analysts sug- 
gest that even after NTT funds 
are exhausted, in perhaps a 
couple of years, the MoF may 
find ways to continue to raise 
funds through privatisation 
sales. The successor companies 
to Japan National Railways, 
now legally part of the private 
sector but under de facto gov- 
ernment control, represent one 
possible source of funds. 

A more general point is that 
Japan appears to be on the 
verge of finding ways to use pri- 
vate money to finance what 
were hitherto regarded as 
strictly public projects. The 
launching of third sector corpo- 
rations to undertake various 
major projects such as the Kan- 
sai international airport and the 
Trans-Tokyo Bay highway 
could mark the start of an era in 
which much basic infrastructure 
work will be partly financed by 
the private sector. 

A final reason for optimism 
about the growth of Japan's 
construction market is what one 
analyst calls the "underground 
phenomenon." In the past, 
building of expressways in and around Tokyo has been held 
up by the prohibitive cost of land. Now, a combination of 
technological innovation and some changes in the rules for 
compensating owners of land selected for tunnelling suggest 
that this expensive and tricky problem may be on the verge of 
solution. 

An underground road linking the Kasumigaseki area in 
downtown Tokyo (housing the central government minis- 
tries) with Shinjuku (site of the projected new Tokyo city 
government headquarters) is one project that now seems 
likely to go ahead. Another, still more ambitious plan is to re- 
build the entire Yamanote circle line 50 m below ground. A 
new highway would be constructed at the same time above 
the railway, but still 30 m below ground. 

The leeway that appears available in the way projects are 
financed, coupled with technical advances by the industry it- 
self, suggest that the 1990s will be a brighter decade than the 
1980s for Japanese construction companies, but the next 10 
years could also be more competitive. As the world's largest 
consumer of construction services, Japan may have to open 
its market to full participation by foreigners well before the 
end of this century. — Charles Smith 





Source: Ministry of Construction. 
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Hitachi's wide-ranging technol- 
ogies in communication (from 
left to right): optical fibres, image 
signal processor, advanced 
telephone exchange system 
Satellite communication, and 
machine translation system 





Communication is not simply sending 
a message.. .it is creating true understanding — 
Swiftly, clearly and precisely. 


| know he's trying to tell me something 

but what does he really mean?” In our world 
of proliferating technologies and new termi- 
nology, this kind of question is asked a lot 
Here is what we are doing about it 


Hitachi's scientists' and technicians long- 
term goal is to break the language barrier 
They are diligently at work today on an array 
of projects that will vastly improve the com- 
munications of tomorrow 

For example, we've made tremendous 
progress on a system to translate Japanese 
into English 

This system can be used to translate 
various scientific/technical papers and 
machinery/equipment manuals. Special 
glossaries” can be developed to adapt it for 
fields as diverse as medicine, electronics and 
aeronautics. Further development could lead 
to automatic telephone translation or even 
portable verbal translators for travellers 


In addition to the machine translation 
system, Hitachi's research specialists are also 
developing advanced transmission systems 
that send your phone calls or business data 
across great distances using hair-thin optical 
fibres and laser beams. They are also working 
on other new methods of communications, 
such as advanced telephone exchange 
systems, satellite communication systems 
TV conferences, and so forth. At the root 
of much of this is our highly advanced 
computer technology 


We link technology to human needs. We 
believe that Hitachi's advanced technologies 
will result in systems and products that are 
functionally sophisticated but easy to use. Our 
goal in communications — and transportation 
energy and consumer electronics as well 

is to build products and s¥stems that will 
improve the quality of life the world around 
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Creative Alternatives in a Changing World 
- Wako Securities can help you reach your financial goals, 
_ no matter how distant they may appear. 
_As specialists in Japanese securities and active participants in the key 
_. American and European markets, Wako offers a complete line of 
p underwriting and investment services. 
gue Our computerized investment advisory services backed up by the timely 
.. and detailed analysis of the Wako Economic Research Institute help private 
- and corporate investors throughout Asia and the Pacific to maximize 
their investment performance while managing risk. 
S Wako's long experience and broad client base give us the expertise and 
- knowledge to design custom-made solutions to meet your specific goals. ` 
_ Wako Securities— meeting the challenges of global financial management. 
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THE FUTURE ..... Well be there! 


IMAGINATION AND INGENUITY — 
FREE TO SOAR 


We're not just a steel company any more 
NIPPON STEEL. is taking off in new directions 
to meet the needs of a changing world 
3uilding on our strong foundation of research 
ability, human resources, market knowhow, 
and the wealth of experience we have 
developed in designing, building, and operat 
ing Our major steel facilities, we are currently 
advancing into new areas of promising and 
expanding enterprises and technologies 
Steelmaking and $teel-related engineering and 
construction will remain our mainstay, but you 
will see us as a fullrange supplier of industrial 
"— w materials, and a corporation involved in 
"^ Ly wide spectrum of new businesses, including 
SE such fields as electroni equipment, informa 
; dion processing, and telecommunications 
We are the new NIPPON-STSEL — and we 
plan to be part of your future-— whatever your 


requirements are and wherever you may be 


NIPPON STEEL 


The resourceful company! 
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You never know where business will take you. But if it's 
anywhere in America, you'll always know exactly how to 


get there. 


Just fly United. Because United serves more of the U.S. 


than any other airlirfe. 


It all starts with convenient sgrvice to the States from 13 
cities in Asia and the Pacific. Including nonstop flights from 
Tokyo, Osaka, Seoul, Hong Kong, Sydney and Auckland. 

The next time you travel to America, fly with the airline 
whose gateways and hub cities lead to business centers both 


‘large and small. 


Call your travel agent or United. And fly the friendly skies. 
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FOREIGN ACCESS 


The construction 


door swings 


open a little 


he trade dispute over access to Japan’s construction 
T has that unremitting, grey quality associated 

with the worst examples of modern concrete architec- 
ture. Just when you think you've turned the corner, another 
slab of cement juts out to block your path. On 31 March, after 
nearly 18 months of negotiations, the US and Japan said they 
had reached agreement on the participation of US companies 
in Japanese construction projects. An exchange of letters was 
held up for several weeks while the two sides continued to 
bargain over aspects of the supposed agreement. 

If Japan thought that would be the end of the matter, it 
was mistaken. Not far behind the US are the governments of 
the European Community nations and South Korea wanting 
similar treatment for their building contractors, with perhaps 
China following in their wake. Then, after a further two 
years, Japan and the US will review progress in open- 
ing up the Japanese construction market. Many are al- 
ready predicting that the US Congress is going to be 
unhappy about the opportunities the agreement will 
have given to the US. 

According to the terms of the accord, the Japan- 
ese will allow US firms to bid for work on two pro- 
jects: the new Tokyo headquarters for Nippon Tele- 

hone and Telegraph, and the Trans-Tokyo Bay 

ighway, under the procedures agreed in December 
1987 for the Kansai International Airport. Ameri- 
can companies will also be able to tender for seven 
public works projects, an area previously open only 
to Japanese builders, and the same number of so- 
called third sector (joint public and private) de- 
velopments. Japan had earlier insisted that the gov- 
ernment could not interfere in supposedly pri- 
vate works operated by third sector corporations 
and which were, in theory, already open to any- 
body. Instead, the Japanese Government agreed 
to “encourage” such enterprises to allow US ac- 
cess to projects through prior consultation and consent. 

The agreement also calls for special measures to allow US 
builders with experience in foreign projects to enter Japan’s 
designated bidding system and to extend the estimate period 
for projects from 14 days to 40. Japan will also be required to 
provide a schedule of construction projects, and give poten- 
tial bidders information on equipment requirements 30 days 
before the designation is made. 

A US Government official says that the big advance as a 
result of the deal is in the establishment of less opaque proce- 
dures for bidding. Despite the apparent breakthrough, only 
two American companies have applied for a general contract- 
or's licence (there are 28 different licences in all) from the 
Ministry of Construction, on top of the three which have al- 
ready received licences. Only three other companies have ex- 
pd interest in applying, said the official, adding he had 

oped there would have been more. 

This is partly because some US contractors are still won- 
dering whether an application is worth the effort, he said. 
Even so, 50 US companies registered to be eligible to bid 
for the next phase of the Kansai International Airport, 
10 more than in 1986. This number is much larger than 
the three with contractor's licences, because only con- 
struction work requires this form of paperwork. Architec- 
tural, engineéring and design consultants, and equip- 














JAPAN RECONSTRUCTS _ 


ment suppliers do not. They merely have to register, | 


In some ways, the US and Japanese positions still seem as 


far apart as ever. The American official said that his side de- | 
fined construction to mean every aspect of a development 


from pre-feasibility architect's drawings to supplying the sec- 
urity systems for airports. US firms may want to use sub-con- 
tractors, but major Japanese companies had sometimes in- 


timidated these smaller fry into refusing such offers, the offi- 


cial said. 
For their part, the Japanese companies also argue that 


definitions have a lot to do with the trade dispute — only- 


their ideas of the US meaning of construction seem to be dif- 


ferent from those of the Americans. Yoshio Iwata is manag- 


ing director of the Japan Federation of Construction Con- 
tractors (Nikkenren), which has 52 corporate members — all 


Japanese — accounting for a fifth of the domestic market, He 


says that the US notion of a contractor is basically. an en- 
gineer who does the planning and design and supplies equip- 
ment. US companies are not interested in the digging and 


earthmoving that Japanese contractors do. Indeed, he says: 
that most of the money US contractors like Bechtel earn out- 


side the US is derived from construction management, such 
as planning, costing and designating sub-contractors on be- 
half of the owners of a project. 


This is not a mere semantic argument, because in the case. 


of Japanese public works, the local authorities do the plan- 


MAJOR PROJECTS INVOLVED 


REVIEWTABLE by Andy Tang 
ning, design and engineering and the contractors do the con- 
structing. Iwata believes that US companies are not in- 
terested in low-value aspects of a project like bricklaying. In- 
deed. it is difficult to see how they could compete in Japan on 
such things, even though the US dollar is down. 

Iwata claims the issue is a political one that arose in the US 
Congress, not because President Ronald Reagan's adminis- 
tration was asked by US companies to bargain with Japan, 
and he cites as evidence the fact that so few US companies are 
applying for contractor's licences. According to him, the fric- 
tion began when it was learned that Japanese construction 
companies did US$2.3 billion-worth of business in the US in 
1986, about nine times more than US companies in Japan. 

Iwata goes further. He sees no reason why European or 
South Korean companies should be allowed to go for Japan- 
ese public works, because these countries prevent Japanese 
companies from bidding for similar projects — and South 
Korea also prevents Japanese companies from competing for 
private developments. Even so, how muclfof the trillions of 
US dollars worth of infrastructure projects in Japan over the 
next 15 years will eventually be'done by foreign companies? 
“If foreign companies are competitive they can have some of 
the work,” Iwata says, "but 99% of the money is for construc- 
tion and so does not involve design, and foreign companies 
are not interested in construction.” a 


















































JAPAN RECONSTRUCTS 
RAILWAYS 


Pressure to grow, 
.| but will they 
| pay their way? 


ith the potential of up to ¥15 trillion (US$120 
W is of spending on new Shinkansen (bullet 
train) lines, any hope of removing political pressure 
from the operations of Japan's government-owned railways 
following its privatisation may prove difficult. 
Theoretically, the privatisation of Japan National Rail- 
ways (JNR) should have removed it from being the subject of 
olitical lobbying in extending new rail routes. Whether this 
is the case will become apparent over the coming several 
months, as the new privatised Japan Rail and the Ministry of 
Transport (MoT) come to grips 


additional spending to exten 














the existing three lines. 
The MoT is proposing eight extensions to the Shinkansen 
lines, pushing the existing southern terminus at Fukuoka 
further down into Kyushu to the southwestern city of 
Kagoshima, with a separate line extending to Nagasaki. On 
the main island of Honshu, the MoT has proposed extending 
the line from Morioka to the more northern point of Aomori, 
along with other smaller extensions. In its initial assessment, 
the MoT claimed that the construction cost of the five lines 
would be ¥5.3 trillion, though the cost, if the work is done, is 
expected to be at least treble that. 

The main factor in the wariness about the proposed exten- 
sions is: will they cover their costs? The most recent Shinkan- 
sen lines, the Joetsu and Tohoku routes running north and 
northwest from Tokyo both lose heavily — the Joetsu lost 
* 110 billion in fiscal 1986 (to March 1987), and the Tohoku 
¥ 145 billion. Although more recent figures are not available, 
it is known that the losses have continued. Both lines have 
had poor passenger levels, which would effectively need to 
double if they were to cover their operating costs. 

Since they were opened, both lines have enjoyed solid 
growth in passenger numbers, but they are still far short of 
approaching profitability. Average daily passenger levels on 
the Tohoku line reached 85,000 in 1986, up 28% on 1985, 
while the Joetsu line's passenger level rose 38% to 43,000 a 
day. Main reason for the sharp 





with continuing political pressure 
to extend the Shinkansen network. 

On present estimates, it would 
be difficult for proposed new ser- 
vices and line extensions to cover 
construction costs, but battling 
against pressure from local politi- 
cians and construction companies 
will prove to be a test of the true in- 
dependence of the newly privatised 
railway companies, and is likely to 
set the tone for external interven- 
tion in the future. 

Since it was established in the 
early 1960s, the initial route be- 
tween Tokyo and Osaka has 
emerged as a highly profitable and 
extremely well-patronised service. 
With frequent trains, the service 
carries on average more than 
365,000 passengers a day, a figure 
that has shown a slight annual 
growth for the past five years. How- 
ever, extension of the service north 
and northwest of Tokyo has been 
problematical, and it is likely to be 
several more years before these two 
newer links come close to approach- 
ing profitability. 

Nevertheless, pressure for an 
extension is mounting. Now that 








growth was the extension of both 
lines from their former terminus 
well to the north of Tokyo, to a 
main transport junction in central 
Tokyo. 

There are plans to increase 
maximum operating speeds on 
these lines. Railway officials say 
that in March 1989 the top speed on 
the Tohoku is to be raised by 30 km/h 
to 270 km/h, with the aim of later 
lifting it to 300 km/h. Just what ef- 
fect this may have on passenger 
numbers is unclear. 

The contrast between the poor 
operating levels of these two lines 
and that of the Tokaido and Sanyo 
Shinkansen, the original line be- 
tween Tokyo and Fukuoka, could 
not be sharper. This line's daily av- 
erage of 365,000 passengers, how- 
ever, is still far short of the record 
level of 429,550 passengers a day 
achieved in 1975, the all-time peak 
for the service. Under the break up 
of the JNR into six regional car- 
riers, the bulk of the Tokyo-Osaka 
Shinkansen is operated by JR 
Tokai, or the Central Japan Rail- 
way Co. While the Shinkansen is 
just one of JR Tokai's many passen- 
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the six operating companies of the 
former JNR are supposedly running with the aim of at least 
minimising unprofitable services, whether the extensions will 
prove as automatic as was formerly the case is unclear. In 
1987 the government revoked legislation which put a freeze 
on any new extension of the Shinkansen network, following 
extensive lobbying of the MoT by Diet members seeking to 
curry favour in their electorates. 

The MoT and some of the railway companies have already 
done some costiggs on construction of the proposed exten- 
sions and their operating rates. In August, intense negotia- 
tions are scheduled to begingn how to finance the proposed 
extensions. At that time a sub-committee of government 
representatives and the ruling Liberal Democratic Party is 
scheduled to make public the financing options. Not surpris- 
ingly, in Japan's continuing climate of fiscal restraint, the 
Ministry of Finance (MoF) is vehemently opposed to any 








ger services, it accounts for some 
85% of the company's revenue and 50% of its costs. 

The over-riding importance of the Shinkansen to JR 
Tokai's operations stems largely from the fact that the 
Tokyo-Osaka corridor contains a significant proportion of 
Japan's total population and spread of industry. Accord- 
ingly, it is in this sector that the MoT and the railway com- 
panies may seek additional services. 

The former JNR spent an unspecified amount on research 
into magnetic levitation transportation technology. While 
this was often scorned as a massive waste of public funds, 
especially at a time when overall operations were losing 
heavily, recent breakthroughs in superconductivity may 
point the way to possible commercialisation of this techno- 
logy in the late 1990s. 

Theoretically, the new technology could cut the present 
Shinkansen travelling time between Tokyo and Osaka M 











three hours to one — the same as the flight time. However, 
the cost of establishing such a new service would be high. Pre- 
liminary thinking is for an inland route cutting through the 
mountainous area between Tokyo and Nagoya, running to 
the west of Mount Fuji, avoiding the costal route which is the 
present main transport link. 

JR Tokai officials claim that the higher cost of tunnelling 
if this route were pursued would be offset by the cheaper cost 
of accumulating the required land. A route going westward 
around Mount Fuji would involve just one stop, at the region- 
al city of Kofu. When the original plan was disclosed, Tokyo 
stock brokers were quick to recommend speculative pur- 
chases of shares in the medium-sized regional bank, 
Yamanashi Chuo Bank, the only bank headquartered in 
Kofu. Again, moving from drawing board to reality will be 
extremely costly. The project, or at least the prospect of it, is 
being dangled in front of Japan's big engineering companies 
as one way of enticing and sustaining their interest in 
technological opportunities that may spin-off from recent 
breakthroughs in superconductivity. 

The absolute rise in the cost of building new lines in the 
past 20 years may considerably slow any further development 
of the Shinkansen lines. The initial Tokyo-Osaka route cost 
¥640 million a km. Subsequent southern extensions saw 
costs rise rapidly. An initial 160-km extension to Okayama 
cost ¥1.36 billion a km, and the final extension to Hakata 
cost ¥1.76 billion a km. By contrast, the recently completed 
Joetsu line cost ¥6.29 billion a km, and the Tohoku line 
¥4.29 billion a km. 

The Joetsu line was more expensive because of extensive 
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tunnelling, which would not necessarily be a feature of 
further extensions of the Shinkansen line to the south and 
north. Rail company officials estimate that 40% of the Joetsu 
line is tunnel, compared with 24% of the Tohoku and just 
13% of the Tokaido route. In addition, the new routes in- 
volved one exceptionally long tunnel of 22.2 km, and report- 
edly the world’s longest railway bridge of 3,870 m. Other 
proposed extensions in western Japan would face huge con- 
struction costs and low estimated passenger levels, making 
their prospects for official approval dim and the chance of 
operating profitably, if built, extremely remote. 

JR Tokai officials are cool to the three proposed exten- 
sions in the area the company controls, and maintain that the 
final decision is up to the MoT — officials of which were un- 
willing to comment. However, the MoF is quite clear about 
its attitude. When the issue was raised in late December, 
a member of the ministry's Budget Bureau described the 
— as “one of the three most foolish plans” of the 

howa government, putting it alongside the construction 
of the battleships Yamato and Musashi during World War 
II and the reclamation of Ise Bay and construction of 

the Sekinan Tunnel connecting Honshu and Hokkaido. 
— Brian Robins 








JAPAN RE‘ 
ROADS 


INSTRUCTS 


Expressways 
come of age — 
at a price 


ith the opening of a 21.3-km section last Septem- 

W ber, it finally became possible to drive 2, km 
from northern Honshu to central Kyushu by ex- 
pressway. Compared to ordinary national highways, the 
travel time has been cut in half, from 57.5 to 25.5 hours at an 
average speed of 80 km/h. On the other hand, the toll fees 
come to ¥35,200 (US$281). The link between Amori in the 
north and Yatsushiro in the south makes up just under half of 
Japan's total expressway network of 4,280 km as of 1 March. 

Japan was exceedingly slow in getting into the expressway 
or "high-graded trunk roads," to use the official term, 
league. But, even as late as 1960, there were only some 1.85 
million cars, trucks and buses in the whole country, plus 
another 1 million motorcycles. The first 71.3-km section of 
expressway, near Osaka, opened in 1963. By 1980 the motor 

vehicle population had hit 36.4 million, and 
jumped to 46.8 million in 1987. Motorcy- 
cles, at 2.2 million, and specialised vehicles, 
brought last year's grand total to some 50 
million. The figures do not include the mil- 
lions of mopeds and bicycles vying for road 
space. Obviously, not all of Japan's motor 
vehicle production goes for export. 
Japan's roads are the antithesis of what 
"developed," as in developed country, 
should be. The country has more than 1.1 
million km of roads, including some 50,000 
km of national highways. But the highways, 
especially in rural areas, are so narrow and 
curving that passing is impossible for 
kilometres. In built-up areas, stop lights at 
intervals of a few hundred metres impede 
the flow. Pre-war streets have to accommo- 
date city buses, dump trucks, delivery vehi- 
cles and ordinary traffic, all weaving past 
each other and around parked cars and 
utility poles too close to the road. Footpaths are known 
only in city centres and along major arteries, and even then 
they have to be shared with bicycles, both parked and mov- 
ing. 

Japan's expressway network is a good example of what 
needs to be done and what sort of money is involved. Based 
on recommendations last year by the Advisory Council, a 
body that advises the construction minister, the government 
is now promoting a 14,000-km expressway network by 2015, 
a threefold increase in the amount of time it has taken to 
build the first 4,000 km. A 7,600-km network was first dis- 
cussed in the 1950s and finally approved in 1966. Since then 
construction has been so leisurely that the network is still 
only 57% complete. 

There are reasons for the delays. Under a series of five- 
year road improvement progenies covering expressways, 
national highways and local roads (incoforating municipal 
funds) dating from 1954, actugl expenditure averaged only 
50-60% for five consecutives port The sums spent 
on expressways exceeded 50% only in the sixth plan. The 
seventh (1973-77) and eighth (1978-82) plans, however, allo- 
cated 80% and 97% respectively of their expressway funds. 
The ninth programme, completed in March, exceeded its 
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budget of ¥9.2 trillion for ye ple iv by 6%, though the 
plan as a whole, set at 38.2 trillion, fell 4.5% short of target. 

A huge jump in highway expenditure is called for under 
the 10th plan, due to run to March 1993. Compared to 1988's 
national budget of Y 56.7 trillion, the Ministry of Construc- 
tion will lay out 53 trillion on roads alone in the next five 
years, an increase of 40% . Of this, * 14.9 trillion, 28% of the 
total, but an increase of 63% on the ninth plan, will go to- 
wards expressway expansion. 

With these amounts, the network can add 250 km a year, 
though the ministry's eventual goal is 350 km annually, so 
that 6,800 km of the 7,600 km will be in place by 1997, more 
than 30 years after inception. That leaves less than 20 years to 
more than double the network by the 2015 goal. Simple cal- 
culation shows that the annual extension rate will have to 
average 400 km. For comparison, fiscal 1987 saw an excep- 
tional 370 km added, double 1986's more average 187 km. 

Another reason for the delay is the cost of land, particu- 
larly in the cities. In Tokyo, for example, land acquisition can 
account for as much as 95% of road construction costs. To 
avoid this disproportion, the Tokyo metropolitan govern- 
ment has begun to plan long underground expressway links. 
One example is construction of the 10-km Central Shinjuku 
Beltway, budgeted at ¥810 billion 
and due to run entirely underground. 
Despite the engineering difficulties, 
underground construction avoids the 
physical bulk, shadows, noise and 
pollution created by elevated express- 
ways, a feature of Japan’s major 
cities. 

Urban expressways, such as the 
210-km Metropolitan Expressway 
linking Tokyo and Yokohama, and 
the 138-km Hanshin Expressway, 
serving Osaka and Kobe, along 
with two more systems in Nagoya 
and Fukuoka-Kitakyushu, are built, 
owned and operated by public 
corporations set up for that pur- 
pose. Together, the four systems 
will eventually reach 595 km in 
length. 
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characterised by their eleva- 
tion (up to six to eight storeys and 
double- or triple-decked), narrow 
widths (generally two lanes in each di- 
rection) and crush hours (often day- 


J apan’s city expressways can be 





Japanese expressway: underground plan. 


of island-hopping double-deck bridges for road and rail built 
across the Seo Inland Sea at a cost of Y 1.1 trillion. Ironically, 
there is nowhere to go on Shikoku, at least by expressway, 
since there is only short section in the middle of the island. 
The driver who pays ¥5,500 to cross the new link faces nar- 
row roads and stop lights on arrival. 

Two more links to Shikoku, also being built by the public 
Honshu-Shikoku Bridge Authority, will, with the Seto 
Ohashi connection, add 180 km to Japan's expressway net- 
work. They include, at the eastern end of the Inland Sea, the 
81-km Kobe- Naruto route via Awaji Island just west of 
Kobe. This route has been partially open since 1985, when 
the Onaruto Bridge joined Awaji and Shikoku. Work on the 
northern link, the Akashi Kaikyo Bridge, the centre span of 
which will be the world’s longest at 1,990 m, started in 1986, 
but will take another decade to complete. Both bridges on 
this route, to cost ¥1.7 trillion between them, will also be 
double-decked for road and rail services. 

A third route, further west, has been under construction 
since the late 1970s, and three of the 10 main bridges en route 
are already open. This 60-km link, dubbed the Onomichi- 
Imabari route, will carry only cars when it is completed by the 
mid-1990s. 

A series of ring and bayshore expressways, to be built by 
JHPC, the urban expressway corporations or third sector 
bodies which include both the public 
and private sectors, are planned for 
the three major metropolitan areas. 
The 80-km Osaka Bayshore Road, 
for one, will run from Kansai's new 
international airport, due to open in 
1993, via Osaka's Nanko port area to 
the Kobe-Naruto Bridge route to 
Shikoku. The region's urban express- 
way body will be the builder. 

Nagoya will have two ring roads, 
an inner one running 7-10 km from 
the city centre, and an outer one call- 
ed the Tokai Ring Road, running 30- 
40 km from downtown Nagoya.This 
expressway, part of the national net- 
work, will be built by JHPC and pro- 
vide links with five existing ex- 
nisi nn It will also serve as a 50- 

m section of the Ise Bay Ring Road, 
which will cut across Nagoya's har- 
bour. 

The Kanto area, centred on 
Tokyo, will have an outer ring road 
some 15 km from downtown and the 
270-km Metropolitan Inter-City Ex- 
pressway, part of the national net- 





long, though illuminated signs tell 
drivers where and how many kilometres long the traffic jams 
are). These roads have had to go high and narrow because so 
many have been built over existing streets. Others, some- 
what lower and wider, follow the moats and canals for which 
Tokyo and Osaka are famous. Even Nihonbashi, the bridge 
in central Tokyo from which distances to all points in Japan 
are measured, is literally in the shadow of an overhead ex- 
pressway. 

National expressways, on the other hand, are constructed 
and managed by the Japan Highway Public Corp. (JHPC). 
The corporation, established in 1956, has designed the 7,600- 
km national network around a basic north-south artery, with 
branches out to major cities, so that most of rapan a popila- 
tion lives within easy access of an expressway link. When the 
32 original routes are joined by 49 more in the 14,000-km net- 
work, 98% of the population, up from the present 84% , will 
be able to reach an expressway within an hour. In addition, 
48 of the nation’s 49 airports and 115 of its 122 ports should be 
within 30 minutes’ drive. 

The expressway network jumped to the island of Shikoku 
with the 10 April opening of the 37-km Seto Ohashi, a series 
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work. This route, at a radius of 40-50 
km from central Tokyo, will link Yokohama, western Tokyo, 
Saitama prefecture, Tsukuba, Narita airport and Kisarazu on 
Tokyo Bay. At Kisarazu, it will link up with the Trans- Tokyo 
Bay Highway, a * 1.15 trillion project with a 10-km tunnel 
and a 5-km bridge leading to Kawasaki, just south of Tokyo. 
This route, being built by a third sector body whose partners 
include JHPC, the prefectures and cities affected, and hun- 
dreds of private firms led by Japan's major construction com- 
pane and trading houses, is expected to create 25,000 jobs, 

ave an eventual daily capacity of 64,000 vehicles, reduce 
Chiba to Tokyo traffic by 20-30,000 vehicles daily, and gene- 
rate local tax revenues of ¥200 billion when it is completed in 
1996. 

With so many trillion yen projects in the works and offing, 
and with close to 9,000 km of expressway still to be built, 
what is the bottom line? A conservative estimate would be 
X 100 trillion before inflation, since it will take more than 
four five-year programmes to pet to 2015. Since the 10th plan 
will be spending about ¥15 trillion for 250 km of expresssway 
annually, the later plans will each need a minimum of ¥25 
trillion to meet their 400-km yearly targets. — Doug Tomlinson 
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There should be more to global | 
corporate banking than good deals — 


Reaching farther 
to bring you more 


As Japan's premier corporate 
wholesale bank and a globally inte- 
grated financial group, IBJ sees the 
use of creative dealmaking, global 
markets and sophisticated financial 
products as the ideal way to give you 
greater opportunity and choice in all 
your business activities. 

But then IBJ looks further, beyond 
globalization and the eternal quest 
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for innovation. We spend the time 
and the resources to also learn as 
much about our clients as we can, 
and we stay with them throughout 
their long-term plans for business 
growth and development. 

Creating original, more individual- 
ized products through long and close 
relationships with our clients, this is 
the IBJ approach to global corporate 
banking. It’s a major reflection of the 
IBJ philosophy-and simply the best 
way we know to help you meet your 
financial and business needs on the 
complex global market. 
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Many people who don’t run large trading companies or big airlines 
wonder whether IBM really cares about small companies like theirs. 
The answer is a definite “yes”. 





The proof lies in the attention we pay to small IBM systems and the 
businesses that use them. With more than 6 million personal computers 
and 250,000 mid-range systems in all kinds of enterprises around the 
world, no one has more experience to share. And because no two companies 
have the same requirements, we bring our experience to bear on your 
problems in a variety of ways. There are IBM marketing representatives 
who specialise in small business, and local IBM customer centres where 
you can see solutions demonstrated. 

In addition, consider the people we carefully select and train to 
work with you: our dealers and remarketers. Companies that create 
individual solutions by adding their special knowledge to ours. 

You can be sure they understand the concerns of small business. 
After all, most of them run small businesses themselves. 


We're in the results business 





International financial services? 
We talk your language. 








J Total Assets — We're talking Euro-yen capital market activities. And we're talking business 
a 3 in. Japan. In fact, we're multilingual, capable of talking many of the languages 


nit Bilion Ye 


H 


you speak, like currency and interest swap transactions. We're also quite 
fluent at making order-made financial plans for you. 
These talents grow out of over $313 billion in assets, making DKB the 
A LE strongest funding base in Japan. We offer services that are worldwide, 
VRORERoTe TL integrated and completely comprehensive. That's how we got to be who we 
" ^ T = are. Not just by being friendly, but by talking your language. 








We have your interests at heart 
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TELECOMMUNICATIONS 


Explosive growth 
as sector gears 
to meet demand 


By Darryl Gibson in Tokyo 
1 n the history of technological development, there are per- 





haps no more famous words than "Watson, come here, I 

need you," which Alexander Graham Bell more than a 
century ago shouted into his new invention, the telephone, to 
summon his assistant to Bell's laboratory in Brantford, 
Canada. 

But in Japan, some say, the linguistic advent of telephony 
did not begin with Bell's English words, but with Watson first 
shouting “moshi, moshi" so Bell would know someone was 
listening. This Japanese apocryphy, generally delivered seri- 
ously to the unsuspecting, meets with a derisive snort from 
English speakers. There is, however, no denying that 71 bil- 
lion telephone calls began that way last year in Japan. 

And as Japan rapidly increases its telecommunications in- 
infrastructure, billions more *moshi, moshi" and 
the computer, broadcasting and satellite equiva- 
lents will be uttered in Japan before the end of this 
century. Nomura Securities predicts that the Ja- 
panese telecommunications market will be a stag- 
gering ¥81 trillion (US$64.8 billion) annually by 
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Video phone prototype; satellite launch; computerised directory: huge market. 
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and hardware companies which have only begun to make 
themselves industry players. 

Type I licences, which allow holders to operate leased cir- 
cuits, satellite services and offer radio paging and mobile 
telephone services, already are held by 24 companies in addi- 
tion to NTT. Type II licences, which allow companies to op- 
erate specialised services on lines leased from Type I com- 
panies, are held by more than 425 companies. 

Among the new entries, Daini-Denden operates a Type I 
microwave network along the Tokyo-Osaka “Tokaido” corri- 
dor and Japan Telecommunications and Teleway Japan operate 
Type I optical fibre networks along much the same corridor. 
With combined market capitalisation of ¥25 billion, the 
three already offer leased circuits and telephone services in 
competition with NTT and by next year Japan Satellite Com- 
munications and Space Communications (combined capital 
¥ 22.1 billion) will offer leased lines across the country. 

The 15 Type I radio pager and mobile telephone com- 
panies will offer regional services and three other major Type 
I regional telephone and leased circuit operators — Tokyo 
Telecommunications Network, Lake.City Cable Vision and 
Osaka Media Port — operate optical fibre and conventional 
networks in the Tokyo, central Japan and Osaka areas. Ad- 
ditionally, Railway Telecommunications Co. Ltd offers tele- 
phone and leased services to most of Japan, using microwave 
and optical and coaxial cables. 

Among the Type II companies, 12 hold special 
Type II licences which allow them to operate 
domestic and international large-scale value- 
added networks which offer data, image and voice 
telecommunications over circuits leased from 
Type I carriers. Ordinary Type II carriers offer 














the turn of the century, with the industry expanding more 
than 12% a year between 1988-2000. 

Nomura telecommunications analyst Hiroshi Yamada 
suggests that by 2000, the telecommunications share of 
Japan's GNP will be 16%, up dramatically from 4.9% in 
1986. Chris Wells, head of research at Barclays de Zoete 
Wedd's Tokyo unit, suggests the figure may be closer to 
20%. 

Heading the explosive growth will be wind pa Telephone 
and Telegraph (NTT), the recently privatised telecommuni- 
cations giant which Wells described as capitalised by the 
stockmarket at “over twice its weight in gold.” Even with 
NTT' s net assets of more than ¥11 trillion and net earnings of 
¥ 148 billion, the stockmarket may be extremely optimistic 
about NTT's basic share price, Wells pointed out, but there is 
no denying the company's potential impact on the Japanese 
economy. 

Telecommunications deregulation, which has allowed 
several new companies into the market formerly mono- 
polised by NTT and international carrier Kokusai Den- 
shin Denwa, means growth will come not only from the two 
domestic giants, but also from a host of service, construction 








similar services, but to a more limited number of specialised 
customers within Japan only. 

As competition expands, not only are subscribers ex- 
pected to benefit through overall lower fees, but new services 
are expected to attract millions of new users and induce pre- 
sent users to increase traffic and equipment dramatically. 

The new carriers, often called the dwarfs because even a 
¥ 17 billion company pales beside NTT, are already creating 
increased demand for telecommunications equipment such 
as switchers, earth stations, at least a few satellites, conven- 
tional and optical fibre communications cable and software 
expertise to channel the new data, voice and image flows. 

The new customers are already snapping up new office 
equipment such as "super" facsimiles which combine photo- 
copiers, computer work stations and telecommunications 
terminals into single units, "smart" telephofte handsets, local 
area network hardware and software, private branch ex- 
changes and other methods of nfoving information. 

In broadcasting. high-definition television, cable net- 
works and satellite systems are all to get a boost from easier- 
to-use and less expensive hardware slated to be in place early 
in the next decade. Even regular radio broadcasting, now 














JAPAN REC: INSTRUCTS 


lagging behind North America by a wide margin, is expected 
to begin picking up as demand grows for more sophisticated 
services. 

Telecommunications construction specialists will be hard 
pressed to meet demand, but the real impetus from all the 
competition is going to come from staid and stolid NTT. The 
major push from NTT, according to Nomura and Jardine 
Fleming, is going to be the integrated services digital network 
introduced on 19 April as the Information Network System 
(INS). This is not the first digitised service, but with the po- 
tential for expansion to NTT's 45 million handset users, it is 
the most important new one. 

With a transmission speed of 64 kilobits a second, INS- 
Net64 can transmit data, voice and still images at T 
seven times the speed of older digital leased circuits and will 
send computer data 50 times faster than the 1,200-baud mod- 
ems now used extensively by small companies. 

NTT expects 300,000 INS subscribers in five years and 1 
million in seven years. Each subscriber will require new lines, 
equipment and software to get the benefits of the high-speed 
system. Additionally, NTT must digitise its main switching 
stations, lay optical fibre trunk lines and eventually link even 
home subscribers with optical cable. 

New INS networks are slated to come on-line one after 
another in a very few years and the long-ballyhooed hallmark 
of the future — combination telephone-television sets which 


SEWERAGE 


A nasty job, 
but someone 
has to do it 


By Christopher Perry in Tokyo 


hen the fireflies come back to the river and fly 

W around the city once again, it will symbolise success 

for last year's completion of the Ina River sewerage 

roject, begun in 1965 on the river that separates Osaka and 

yogo prefectures, according to Osaka Sewerage Works 
chief Katsuhiko Kitai. 

The return of the fireflies will fulfil a cherished dream for 

northern Osaka residents, nearly all of whom now have 


sewerage service thanks to the project, Japan's only system 
covering two prefectures, Kitai claims. 

But behind the quaint imagery lies the prosaic issue of ex- 
panding Japan's sewerage service to catch up with its frenetic 
urbanisation. In 1985, only 36% of the population was served 
by public sewerage systems. Septic tanks and open sewers are 


still the rule in rural and island communities. By 1990, a pro- 
gramme under the Ministry of Construction (MoC) aims to 
Abad ag sewerage systems to 46% of the population at 
à cost of € 12.2 trillion (US$97.8 billion), Tokyo Metropoli- 
tan Sewerage Bureau (TSB) sources say. 

Japan's crowded cities, scarcity of land and extremes of 
weather pose problems for sewerage system planners, who 
must also respect strict pollution laws along with financial 
and technological constraints. 

The Tokyo syStem is a case in point. It now reaches more 
than 85% of the ward area (but only 80% of the metropolis) 
and is projected to reach 100% by 1995, according to TSB 
deputy director-general Shigaki Matsuzaki. However, the 
system has been outstripped by urbanisation, frequent 
stormwater runoff and a daytime influx that adds 2 million 
people to the 12 million residents. 


let a user watch the person at the other end of the line — will 
follow hard upon INS-Net1500 which can handle video as 
well as still images with ease. 

The rapid changes, which bode well for hardware and 
software makers, cable companies and telecommunications 
construction firms, lead Nomura's Yamada to predict that 
telecommunications services sales will increase an average 
7.7% annually through 2000, broadcasting sales to rise 8.8% 
and information processing services to jump nearly 17%. 
Telecommunications hardware production, Nomura esti- 
mates, will rise 11.6% annually, production value of compu- 
ters and related equipment 15.1% , wire and cable 10.8% and 
installation work to increase 10.9% a year. 

Capital expenditure by NTT alone is expected to touch 
¥2 trillion next year and ¥2.1 trillion in 1990 as NTT works 
to digitise all its central offices for ISN and install optical 
cable as quickly as possible. The "interconnect" market of 
private branch exchanges and other sophisticated office and 
home equipment will also add billions of yen to the telecom- 
munications pie. 

Among the major beneficiaries of the telcommunications 
boom are expected to be the carriers themselves, equipment 
suppliers such as NEC, Oki Electric, Fujitsu, Hitachi and a 
host of foreign companies such as Northern Telecom, IBM, 
Siemens, Ericsson and Digital Equipment, all of which have 
not only opportunities to tap into 's major spending pro- 
grammes, but can also move into the growing interconnect 
market with their advanced digital equipment. 








M 
| Booming Osaka 

Part of Tokyo's answer to urbanisation and pollution on 
the city's periphery is a planned dual regional system that 
covers 25 cities and four towns in the far western metropoli- 
tan area north of the Tama River. Regional systems are pre- 
fecture-run and include wastewater treatment plants, pump- 
ing stations and main conduit sewers that serve several cities. 
Of nearly ¥1.9 trillion spent on sewerage projects in Japan in 
fiscal 1987, about 75% went into public systems, about five 
times the amount spent on regional systems, most of which 
have been finished, according to Japan Sewage Works As- 
sociation (JSWA) sources. 

Since the ground under Tokyo is crowded with utility con- 
duits, long and sometimes bitter negotiations on relocation 
and land transactions often result, says the TSB. Store- 
owners complain about loss of business because of construc- 
tion work, so they ask for financial guarantees from the city, 
says Morimasa Sugiyama of the TSB. The merchants seldom 
get their guarantees, but are consoled when they find that the 
installation raises the value of their property. 

New sewerage construction is financed mainly by general 
obligation bonds. Such long-term borrowing made up 70% 
(¥242 billion) of all Tokyo sewerage capital expenditure in 
fiscal 1986, and only 14% of construction was financed by 

















strong growth recorded in 1987 


During the 1987 financial year Banque Internationale 
a Luxembourg once again recorded a sharp 
increase in its balance sheet and results. 


The balance-sheet total amounts to Flux 369,887 
million as compared to Flux 320,210 million in the 
previous financial year; this represents an increase 
of 15.51 %. Within this, it is appropriate to draw 
attention in particular to the growth in customer 
deposits of 22.38 96 in this the Bank's 131st 
financial year. 


As regards net profit, after allocations to provisions 
and depreciation, BIL recorded a rise of 32.29 96 
as against 28.20 96 in 1986 and, for the first time, 
broke the barrier of 1,000 million Luxembourg 
francs. 


This sharp rise in net profit was achieved after 
making substantia! allocations to provisions. 
Among the latter, provisions for risks in respect 
of countries experiencing balance-of-payments 
difficulties are now far above the international 
average. 


The dividend per share increases by 13 96, from 
Flux 380 to 430, and applies to a capital which was 
increased by 14 % in 1987. 


Our subsidiaries in Singapore and Lausanne as 
well as our branch in London largely contributed 
to the bank's expansion. 


Through the representative offices in New York, 
Frankfurt and Tokyo, BIL has been able to 
strengthen its contacts with the most important 
financial centres in the world. 


Key figures for the 1987 financial year 


in millions of francs 





1985 1986 1987 
279,300 320,210 369,887 





Balance-sheet total 




















Customer deposits 205,875 235,350 288,010 
Deposits of banks 42,825 | 49,573 43,689 
Customer advances 65,658 78,638 82,567 
Own resources, 

provisions and 18,923 23,624 27,050 
borrowed capital 

Gross cash-flow* 4,221 4,582 4,363 
Net profit 645 827 1,094 
Distributed profit 357 472 607 
d e í(335 {£380 fr 430 


x) Net profit plus taxes on profits plus depreciation and provisions less 
earlier provisions released. 


1 US$ = 35,35 Flux (May 6th, 1988) 


If you would like to have a copy of the Bank's annual report in 
French, English or German, do not hesitate to contact our head office 
in Luxembourg or one of our branches. 


Société anonyme, founded in 1856 
Head Office: 2, boulevard Royal, L-2953 Luxembourg 
Tel.: 47 91 1, telex: 3626 bil lu, fax: 4791-2610 


Member of ABECOR 





Banque Internationale à Luxembourg BIL (Asia) Ltd 
105 Cecil Street + 10-01/04, The Octagon Building 
Singapore 0106 

Tel.: 2 22 76 22, telex: 21396 BILASI, fax: 2243316 
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government subsidies. However, the ratio is changing, and 
now some 20% of construction is paid for by government, 
which underwrites designated regional projects, mostly 
pumping stations and treatment plants. 

ore than 40% of sewerage revenue comes from taxes, 
and mostly goes to pay the cost of stormwater runoff opera- 
tions, according to the TSB. Such runoff, also known as 
urban flooding, has become an expensive headache in 
Tokyo, where the endless sprawl of concrete and asphalt has 
left the city with the water absorption capacity of an airport 
tarmac. However, until recently, below-average rainfall had 
seen water supply diving to drought levels in the past two 
years. 

On 4 July 1987, the six dams that supply most of Tokyo’s 
water dropped to 13% of capacity, The supply was cut 15% 
for the first time in as many years, and low water pressure 
caused gas-fuelled water heaters in many households to fail. 
Prospects of dry reservoirs have spurred new efforts to recy- 
cle wastewater and to upgrade effluent. This, rather than the 
slow process of dam building, is one of the keys to a stable 
water supply, according to the JSWA. 

Wastewater treatment technology is getting a push under 
both the MoC and the Ministry of International Trade and 
Industry (Miti). A French company, DIC-Degremont, 
started a joint venture in 1984 with a Japanese company, en- 
abling it to compete for wastewater treatment contracts. 
DIC-Degremont is now purum in Miti's “aqua renais- 
sance" programme as well as the MoC's “biofocus WT,” both 
of which are designed to develop advanced water treatment 
systems using biotechnology. 

The choice of sewerage drainage systems also affects pol- 
lutants spilled into waterways. Almost all of Tokyo's sewered 
area is served by a combined system that allows storm runoff 
to mix with raw sewage, and in heavy rain the high volume of 
runoff and wastewater spills untreated into waterways. Japan 
is now installing separate drainage systems, which keep 
storm runoff and raw sewage in separate conduits, but these 
take much more time and money to build. 


nother problem for system planners is how to dispose 
A* organic material — sludge — separated from waste- 

water. Under the “Ace Plan," the JWSA two years 
ago began to build and operate centralised plants to deal with 
sludge. The Ace project is divided between the eastern and 
western Hyogo regions in the Kansai area. It is scheduled to 
be completed in 2005 at a cost of ¥ 157 billion. 

The advantage of the plan, according to the JSWA , is that 
it allows city governments to focus on public sewerage system 
construction instead of worrying about the logistics of treat- 
ing and disposing of sludge. 

System expansion in the Kansai area has become critcial 
with the opening of the new Kansai international airport only 
five years away. While the system now covers 58% of Osaka 
prefecture's population, the ratio shrinks to 39% when the 
near total service rate in Osaka city is excluded. 

The project under way in Osaka prefecture is a regional 
system for the basins of the three big rivers, the Yodo and Ina 
in the north and the Yamato in the south. The area most ur- 
gently in need of coverage is the south Osaka Bay near the 
airport site. Service to this area sometimes lags below 20% of 
the population. The expansion plan calls for 57.2% coverage 
of the prefecture area and a remarkable 96.7% of the prefec- 
ture's population by spring of 1993, when the airport is due to 
open. 

Finally, what are the prospects for foreign participation in 
Japan's seweragefonstruction? “If a company has no office 
or people here, we don't hire them," says Nagumu Yasuhisa, 
a spokesman for Miti's bioin@ustry section. Noting the diffi- 
culty of communicating technical information, the same sen- 
timent was voiced by a TSB spokesman. “A long time ago we 
decided to hire only Japanese for sewerage construction," he 
says. Oo 
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KYUSHU 


Watermelons, 
mushrooms 
...and chips 


By Bob Johnstone in Tokyo 


lying down from Tokyo to Oita or Kumamoto, the vi- 
= sitor can quickly see why both prefectures fancy their 

chances of becoming major regional centres. Both are 
on the coast of Kyushu, the southernmost of Japan’s four 
main islands, where the air is fresh, the views of sea and 
mountains are marvellous, and there is plenty of greenery 
and open space. 

Oita and Kumamoto are both primarily farming com- 
munities. Oita is Japan’s largest producer of shitake (mush- 
rooms); Kumamoto of watermelons, and both grow prodigi- 
ous quantities of mikan (tangerines). Per capita income in 
both cases is well below the national average; indeed, it is 
among the lowest in Japan. 

The prefectures’ development plans centre on the 
technopolis project, a scheme dreamed up by the Ministry of 
International Trade and Industry (Miti). The basic idea of 
this project is to revitalise local economies by attracting 
technology-based industry to set up factories and research 
facilities in specially designated zones. Of the 24 officially de- 
signated mk capp ae now being built in Japan, Oita and 
Kumamoto are reckoned to be two of the most successful 
examples. 

Superficially, it is easy to account for this success, such as 
it is. After all, Kyushu is responsible for 40-50% of Japan’s 
total production of microchips, earning it the name “Silicon 
Island.” Within Kyushu, Oita boasts the most chip factories; 
Kumamoto, the largest chip factory in the world (NEC's 
plant at Yahatamachi). 

But the comparison between Kyushu and California’s Sili- 
con Valley is misleading. Whereas Silicon Valley’s chipmak- 
ers were typically venture capital financed start-ups with 
close links to local universities, Silicon Island’s are without 
exception production facilities owned by big companies 
based elsewhere, whose function is merely to execute designs 
drawn up in Tokyo or Osaka. 

Chips are lightweight products, so factories can be any- 
where within easy reach of an airport. The chipmakers were 
attracted to Kyushu because of its clean air, pure water and 
relatively cheap labour. However, since chip factories are 
typically highly automated, they did not bring many jobs, 
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and those they did bring were not particularly skilled ones. 

Thus, the arrival of the chipmakers did little to alleviate 
the island’s brain drain. This is a serious problem: in 1984, for 
example, 75% of the engineering graduates from Ku- 
mamoto’s universities left the prefecture for jobs in the 
Kanto-Kansai area. In the same year, however, a survey of 
640 Kumamoto-born engineers showed that almost half 
would return if they had the chance. The technopolis project 
is intended to give them that chance. 

The two prefectures have gone about organising their 
technopolises in very different ways. What both have in com- 
mon is a dynamic governor, capable of coordinating the pub- 
lic and private sectors; 

Oita’s Morihiko Hiramatsu is a former chief of Miti’s elec- 
tronics policy bureau who retired from the ministry early, in 
1979, to become governor. As a bureaucrat, Hiramatsu 
helped protect the nascent Japanese electronics industry, by 
forcing incoming foreign companies to set up joint ventures 
with local companies (eg, Texas Instruments with Sony). 

Hiramatsu's personal connections with the presidents of 
these companies have been invaluable in persuading them to 
set up factories in his prefecture. There are now some 30 
technology-based companies with annual sales of more than 
Y 10 billion (US$144 million) operating in Oita. 

Kumamoto's Morihiro Hosokawa, by contrast, is a vision- 
ary whose personal charisma has been vital in bringing local 
government, industry and academia together. Like Hiramat- 
su, Hosokawa also musters some important personal con- 
nections, most notably with 
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the centre of Oita city, the park consists of a group of 
software specialist companies clustered around a central 
building owned by the city. The building, completed in Feb- 
ruary, is wired to accommodate the computer and communi- 
cations needs of software developers. Thus far, four or five 
companies have rented space there. 

In Oita's efforts to pull itself up by the bootstraps, a cru- 
cial ingredient for technological development appears to be 
lacking — the support and involvement of the universities. 
This contrasts vividly with Kumamoto, where a strong link 
between local government, industry and academia has evi- 
dently been forged. 

Concrete evidence of this link is to found at Kumamoto's 
Techno Research Park in the form of a new laboratory. The 
first institute of its type in Japan, the Cooperative Research 
Centre was established by Kumamoto University with funds 
from the Ministry of Education, Science and Culture. 

The laboratory is the most recent of the park's three main 
facilities. It stands next to the Technopolis Centre itself, a strik- 
ing piece of post-modernist architecture, which was set up with 
funds from Kumamoto's Technopolis Foundation. The founda- 
tion was established in 1984 with initial capital of Y4.2 billion, 
just over half of which was contributed by local industry. 

“The centre offers local people the Moskau d to be ex- 
posed to world-class technology," says Yasunari Hirata, a 
local industrialist who is also the foundation's president. “Al- 
though we've only just started, 








the Tsutsumi family, which 
owns the huge Seibu group of 
companies. Seibu is develop- 
ing a hotel and golf course 
resort at the foot of Mt. Aso, 
the huge volcano that do- 
minates the Kumamoto sky- 
line. 

The difference between the 
two governors is that, at 64, 
Hiramatsu is yesterday's man, 
while, at 50, Hosokawa is to- 
morrow’s. A visit to Oita pre- 
fecture reveals scant evidence 
of a coherent technopolis stra- 
tegy. Indeed, there is little in 
Oita that is specifically related 
to technopolis at all. What 
exists is a collection of factories 
strung out along Oita Bay. All 
were built before the 
technopolis project began in 








Automated melon picker: big producer. 


the important thing is that 
everybody is thinking about 
technology," he says, adding 
that "at least now everybody 
knows what electronics is, and 
that's great progress." 

A more tangible boost to 
local industry comes from the 
third of the research park's 
facilities, the Applied Elec- 
tronics Research Centre. The 
main function of this labora- 
tory istooffer small companies 
access to resources — such as 
powerful computers and ex- 
pensive testing equipment — 
that they would not otherwise 
be able to afford. In addition, a 
permanent staff of IOresearch- 
ers, all returnees to Kumamo- 
to from jobs with big Japanese 
companies, are on hand to 








BOB JOHNSTONE 





1984, as part of an airport- 
based industrial development scheme which started in 1979. 

In the absence of decent roads linking them with the pre- 
fectural capital, some of these — such as Canon's plant, 
where the company makes automatic cameras — are closer 
to Tokyo, in terms of time, than they are to Oita city. 


10% of parts are made locally. *We'd like to increase 
the ratio to 20% ,” he says, “but that will take time." 
It has been a struggle to persuade companies to transfer 
their technologies to local firms. One of the few examples of 
transfer is Hiji High Tech, a chip design house set up in 1986 
by Masao Ito, mayor of Hiji. Half the can capital 
came from the town itself, the other half from local banks. 
Hiji High Tech gets its skills from Texas Instruments, 
which set up a factory in the neighbourhood in 1973. But the 
American company remains Hiji High Tech's only customer, 
and its manager, Izuo Iwao, a former Texas Instruments em- 
pe complains bitterly that the prefecture has given the 
edgling company little or no direct assistance. 
Another third sector corporation, “Soft Park," is Oita's 
| sole specifically technopolis related venture. Located right in 


A to Oita Canon's president, Kazuo Mizukoshi, 


7 j work with local engineers to 
develop useful applications of technology. 

Another factor which differentiates Kumamoto from Oita- 
is the level of its existing indigenous technology base. The old 
Kumamoto High School was one of the leading schools in 
pre-war Japan. Kumamoto University today boasts depart- 
ments of medicine and electrical engineering that produce 
work of international quality. 

The non-profit Institute of Chemo-Sero-Therapeutic Re- 
search, a producer of vaccines, was one of the first in Japan to 
introduce the new techniques of biotechnology. And in 
Hirata Industrial Machineries, a maker of manufacturing 
machinery including robots, Kumamoto has a company 
which is a world leader in production technology. 

Kumamoto’s technopolis is already starting to have an ef- 
fect. Since the project began, several hundred Kumamoto- 
born engineers have come back to live in thg prefecture. And 
momentum is building. With the price ofland making it virtu- 
ally impossible for companies €o build new laboratories in 
Kanto-Kansai, and for their employees to afford houses, 
Kumamoto prefecture looks well placed over the next few 
years to fulfil its farsighted governor's goal of becoming a 


major regional centre. HB 
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TECHNOPOLIS 


No desire for 
a Silicon 
Valley clone 


Tk man consistently credited for the success of the 





Kumamoto technopolis is the prefecture’s charismatic 

governor, Morihiro Hosokawa. A direct descendant of 
the daimyos who formerly ruled Kumamoto, Hosokawa 
began his career as a journalist with the Asahi Shimbun. He 
entered politics as a member of the House of Councillors, be- 
coming governor of the prefecture in 1983. 

Now in his second four-year term, the soft-spoken, 50- 
year-old Hosokawa is a keen tennis player and has skied at 
national level. In a recent interview with the REVIEW, the 
governor spoke about his vision for the future of Kumamoto 
technopolis, and the problems which remain to be solved: 

“I see our technopolis as a place of intellectual excite- 
ment. I don't want it to become another Silicon Valley, just a 
row of hi-tech factories. Rather, I want to create an environ- 


ment in the midst of abundant greenery where creative activi- | 


ty can take place. 

“Although of course we're putting a lot of effort into hi- 
tech, from the outset I felt that hi-tech by itself was not 
enough. I don't want our technopolis to make only micro- 
chips; we should emphasise something more fundamental 
than just industry and technology, like art or science. 

"Things have gone very well from the start. The private 
sector donated ¥2.3 billion [US$18.4 million] towards the es- 
tablishment of a technopolis foundation, and the universities 
have also cooperated enthusiastically — Kumamoto Univer- 
sity has built à new laboratory at the technopolis centre. 

"Why have things gone so well? No special reason, just 
good communications. I went around asking people in indus- 
try and academia for their cooperation, telling them that the 
technopolis would help raise the level of Kumamoto's vitality 
in the future, and they were very receptive to my requests. 

"Although from the industrial and research angle, things 
have gone very well, the problem now is that housing is lag- 
ging. So what we need to do from now on, if we want to at- 
tract first-rate people from Tokyo and from overseas, is to 
build attractive condominiums, with shopping centres and 
tennis courts. 

"We are proceeding step by step. In the east of the 
technopolis area, there is a joint project between the prefec- 
ture and the Ministry of Construction to build model homes. 
To the west, we're building a convention hall, a hotel and a 
shopping centre, and eventually there will be a housing zone 
there, too. 

"We don't get any financial help from the national gov- 
ernment and we can't expect that. What they can do for us, 
though, is to loosen all kinds of regulations. For example, the 
regulations that say that farm land can't be used for develop- 
ment purposes. 

"Of course, it will help us a lot as far as employment goes 
if a lot of research institutes choose to come to Kumamoto, 
and accumulating hi-tech industry within the prefecture will 
raise the level ofexisting industry here. But what I’m very 
careful about is that hi-tech by itself is notenough — we have 
to put efforts into lower teeh, too, for example, into gal- 
vanised sheet metal for the car industry, or prefabricated 
mouldings for apartment houses. 

"If we could have technology transfer [to local companies] 
it would make a very good base, but until now, there hasn't 









y al :C [both 
of which run integrated circuits factories in Kumamoto] don't 
really want to let their technology out, they prefer to keep it 
within their group of companies and subsidiaries. 

"Our idea in building the technopolis centre was not just 
to develop high technology there. Farming represents a very 
high proportion of the prefecture's industry, so we have to 
transfer technology to it, too. 

"For example, Kumamoto is the largest producer of 
watermelons in Japan, but carrying them out of the vinyl 
houses where they are grown is a hard job requiring lots of 
manual labour. So we have developed a system that uses con- 
veyor belts and robots which automatically select the good 
ones and load them on to the truck. 

"We don't think the high yen will have a big impact on our 
ability to attract manufacturing industry in competition with 
the NICs. Kyushu makes around 5096 of Japan's integrated 
circuits. In future, based on that accumulation of technology, 
we will be able to make higher value-added products than 
they can." 

With much of the infrastructure in place or under con- 
struction, Kumamoto seems poised to take off within the 
next few years as an attractive new regional centre. In Japan, 
the tendency is that once someone starts doing something, 
everyone wants to join in. Asked whether he worries about 
Kumamoto ending up as yet another horribly overcrowded 
Japanese urban sprawl, Hosokawa laughs.] 

"We're not worried about that yet. Kumamoto has 98 
cities, towns and villages and two thirds of them are under- 
populated. So, no matter how many people come to live 
here, we can handle it. What we're aiming at is not something 
like Tokyo, Osaka or Fukuoka — we want to preserve to as 
great an extent as possible a good natural environment, one 
in which intellectual activity can thrive." ^ — Bob Johnstone 
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HOKKAIDO 


The Scandinavia of 


Japan... up 


to a point 

okkaido boosters are fond of calling their island “the 
H top of Japan," but in many ways it stands the nation on 
its head. To the south, the climate is gentle while Hok- 
kaido's is bracing. Most of inhabitable Japan is squashed be- 
tween mountains; Hokkaido sprawls. As a nation, Japan is 
old, but Hokkaido is young. The Japanese as a whole have a 
deserved reputation for insularity; Hokkaidans are bridge 
builders. They are suppliers of raw materials while the rest of 
Japan is a consumer of them. Hokkaido has a chronic trade 
deficit, in contrast to Japan's seemingly endemic surplus. 

A region so different from the rest of the country must 
surely have zomering to offer, even if it is only for Japanese 
wanting to get away from it all. The danger is that this may 
be the only attraction. Hokkaido has reached the stage of 
extremely awkward adolescence. Its economic development, 
begun only 120 years ago, has been almost entirely based 
on the production of food, timber and coal, all of which can 
now be produced abroad at a fraction of the price. The coal 
industry has almost disappeared and the other two face a 
threat to their survival from foreign competition. Steel and 
shipbuilding, two other big employers, are shrinking. The 



















‘or another, a crucial component of the techno 
cept was that the universities would rally round, by 
ng courses for local people and opportunities for 
esearch with local industry. But in Japan, univer- 
ry cooperation is typically hampered by red tape 
cation ministry on the one hand, and by a re- 
e part of professors, especially the older 
to get involved with industry on the other. : 
The project is by no means a complete flop, though. - 
Hamamatsu and Toyama (both rela- 
the main island of Honshu) and 
on the southwestern island of 
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‘After that," promises Nakano, “we 
ontheresultssofar." = — 
= Bob Johnstone 
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rise of the yen since 1985 has only turned up the heat. 

Manufacturing on a wide scale has never taken root in 
Hokkaido. Only 296 of total Japanese output of secondary 
industries (construction and manufacturing) is produced in 
the prefecture, which contains 4.7% of the population. By 
contrast, Hokkaido possesses 22% of Japan's arable land, 
more than a quarter of the forest and the same proportion of 
its fish catch. Despite this natural wealth, the northern island 
has a trade deficit with Honshu, with the US and with the rest 
of the world. Local government is a disproportionately large 
employer in Hokkaido and the prefecture receives a bigger 
share of central government handouts than anywhere else in 
Japan, something that prolongs a colonial mentality. Un- 
employment is higher there, too. The population of Hok- 
kaido stopped growing in 1985 and it willhave an increasingly 
hard time preventing its best and brightest young people 
from being lured away to better jobs down south. 

The prefectural government launched a 10-year develop- 
ment plan in 1988 which is reckoned to cost ¥61 trillion 
(US$48.8 billion). The hope is that 60% of the bill will be 
paid by the private sector, *12 trillion will come from the 
central government, and a similar amount from Hokkaido's 
public sector. The plan contains 15 so-called strategic pro- 
jects and a host of smaller ones intended to reverse Hok- 
kaido's relative decline. Some of the ideas are sound, but the 
overall programme lacks coherence to the point where the 
plan appears little more than a wish list. The biggest task is to 
build up Hokkaido's manufacturing sector, but the plan does 
not seem to explain how it can do this when its industries are 
sostunted. Services — tourism in particular — look like Hok- 
kaido's best hope. 

The obvious choice is to exploit the island's comparative 
advantages. On the face of it, the positive aspects do not 
amount to much. The biggest of them is that land is cheap. A 
typical example is the price of real estate at Chitose Rinku In- 
dustrial Complex, a beautifully laid-out area close to the is- 
land's main airport. Officials say a site there costs ¥5,000 m2, 
about one-fiftieth of the price of industrial land in Tokyo. 
Hokkaido has no fewer than 79 industrial parks waiting for 
investors. 

This sounds fine, but the next generation of knowledge- 
intensive industries in Japan, from computers to fibre optics, 
does not need a lot of land. You have only tolook at the small 
factories springing up around Tokyo Bay, Kumamoto or 
even Singapore to see that. But the fact that land is cheap 
points to other, related advantages. Because there is not 
much industry, the water and the air are purer, which makes 
it cheaper to run biotechnology-related enterprises. The 
shining example of this in the prefecture is Novo, the Danish 
maker of industrial enzymes, which set up a factory in 1986 
near Ishikari Bay, 30 minutes drive from the capital, Sap- 
poro. 

Having a Scandinavian climate also seems to hold bene- 
fits. Although heating costs are higher than elsewhere in 
Japan, air conditioning is not needed as much, with the result 
that annual electricity demand for a typical factory in Sap- 
poro is 30% less than in Tokyo. Hokkaido does not have a 
rainy season either, so electronics, chemicals and biotechnol- 
ogy factories are less prone to defects caused by dampness, 
officials say. 

Along with these few statistics, Hokkaido has a more sub- 
tle advantage over the rest of Japan. Unencumbered by the 
baggage of history, these northerners are less set in their 
ways than their counterparts on the other side of the Tsugaru 
Straits. Keiko Fukuoka, who is married to the owner of a fur- 
niture factory in Muroran, a port on tke Pacific Coast, 
noticed the difference from other Japanese when she went on 
a package tour to the US recensly. Hokkaidans were less in- 
timidated by American ways of doing things, she says. 
"People from Honshu think we're naive, but we believe 
we're just more open-minded," she says. 

This mental suppleness ought to be a boon to foreign in- 
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vestors who have a very different style of management from 
the Japanese, a fact which often makes it difficult to get the 
best from their employees. Dealings with Hokkaido’s prefec- 
tural administration should also be smoother. The gung-ho 
governor, Takahiro Yokomichi, is fond of telling his (for- 
eign) audiences how the Meiji colonisers brought in advisers 
from the US, like Horace Capron, later to become agricul- 
ture secretary in Washington, to help them establish western- 
style farming in a land mostly inhospitable to traditional Ja- 
panese om 

Yet Hokkaido has only 17 foreign companies altogether, 
a mere five of which have come in the five years since 
Yokomichi became governor. Last year, there were none. 
This is not for want of trying. Industrial subsidies are among 
the most generous in Japan. The Bureau for Industrial Deve- 
lopment has a representative in Los Angeles and a skeleton 
staff in Europe and is planning to station people in Chicago 
and New York soon. It is an uphill battle because Ap n 
companies, in any case, think twice before setting up in the 
world's most expensive country. Certain elements such as 
salaries may be cheaper in Hokkaido — incomes are 5.596 
below the national average — but they do not compensate for 
the remoteness of Japan's northern island from the rest of the 
country. 

Chitose officials say that 3 million people live within a 
radius of 40 km of their industrial park. But 
there are 10 times that number in Greater 
Tokyo and millions of others squeezed into 
the narrow belt that runs west to Kobe. This 
is the market foreigners want to penetrate, 
the most tightly packed area of affluence in 
the world. Why be in Sapporo when you can 
e in the thick of things in Nagoya or 

okohama? And if foreigners think that 
way, you can be sure the Japanese do too. 

Communications have always been Hok- 
kaido's biggest problem. Expense, alon 
with time, is a major factor. It costs 49,0 
for a three-day package skiing holiday for To- 
kyoites at Niseko in Hokkaido compared 
with a similar trip to the mountains in Nagano 
northwest of Tokyo costing ¥20,000. Only 
two months ago did the government abolish a 
¥ 46,000 surcharge on international return 
flights, all of which still fly via Tokyo's 
Narita. 

Until March of this year, ships and aircraft 
were the only two links to Honshu. To be 


air routes from Osaka and Tokyo to Chitose airport, which is 
30 minutes by train from Sapporo, are the busiest in the 
world, carrying 5 million passengers a year. There are 12 

rts in all, and four ferry terminals move more than a mil- 
ion cars and trucks annually. 


Seikan tunnel which connects by rail Hakodate on the 

north side of the Tsugaru Straits with Aomori in Hon- 
shu. The story of its construction is an epic: the world's 
longest (54 km) and most expensive (Y 1.1 trillion including 
financing) tunnel in the world, taking 15 years to construct. 
Some consider it a waste of effort, since the rail journey from 
Tokyo to Sapporo still takes 12 hours compared with five 
hours (including transfers) by air and a single train fare is 
only ¥5,000 less than the 25,500 air fare. 

e tunnel operators are not expecting any big rise in 
passenger traffic compared with the 2 million who used to 
take the ferry annually, but they are expecting a boost of 20% 
a year in cargo vex er pia between the two islands. Because 
there is no need to load on to ships, the journey for goods will 
take five hours less through the tunnel. At the moment there 
is no facility to load cars or trucks on to the trains. Some lob- 


A new link was added in March with the opening of the 





byists continue to hope that a wider Shinkansen (bullet irain) 
track will eventually belaid — the tunnel has been designed 
to cope with this. It would make the rail-travel time from 
Tokyo to Sapporo only a little longer than the air trip once 
transiting is included. 

This would involve extending the existing Shinkansen 
track at great cost north of the present terminus at Morioka 
in Iwate prefecture, a prep! now being considered by the 

liticians in Tokyo. Japan Railways (JR) does not like the 
idea because it is thought the line would operate at a € 1.2 bil- 
lion annual loss. But even if the go-ahead Is given, it may take 
as long as 10 years before the track could be laid to Hakodate 
and then who knows how long to Sapporo. 

The Hokkaido prefectural government has a number of 
projects to improve communications as part of its 10-year de- 
velopment plan. The most important of these is the proposal 
to establish Chitose as an international air cargo base. The 
idea behind it is quite simple. Japan's other airports — in par- 
ticular Narita — will not be able to cope with air cargo ex- 
pected to grow from 1 million tonnes a year to 3 million by the 
turn of the century. Hokkaido wants to handle 10% of the ex- 
pansion — or 200,000 tonnes a year — for distribution within 
Hokkaido and the rest of Japan as well as all other points of 
the compass, 

Two new runways will be opened at Chitose from 20 July 
this year at a cost of ¥45 billion (allowing the existing runway 
to be dedicated entirely for the use of Japan’s air force). By 





Loading air cargo: plan to develop Chitose. 


sure, both means of er oa have been heavily used. The 


1992 a new passenger terminal will have been built and, if 
paene, cargo handling facilities. Total cost: around ¥150 

illion. Governor Yokomichi has said that these projects are 
open to bidding from foreign contractors. The snag is that 
there is no telling whether UM companies will want to use 
it once it is built, according to Tadao Kobayashi, secretary- 
general of the Hokkaido Economic Federation. 

The prefectural office believes it has the answer. It says 
that JR is offering to move cargo by rail so cheaply that it will 
cost only ¥27-28 a ied take o 1,168 km to Tokyo com- 
pared with 30 a kg 60 km from Narita airport to Tokyo. Of- 
ficials say that Narita is so congested that it will take cargo the 
same time to get to Tokyo from Chitose as from Narita, 
namely three days. Although Chitose is called an interna- 
tional airport, there are no such cargo flights let alone sche- 
duled passenger ones. To bring goods and people from over- 
seas direct to Chitose requires an intense degree of lobbying. 
Small wonder that Governor Yokomichi zips down to Tokyo 
twice a month (he has visited all 212 towns and villages in the 
prefecture as well). 

The persuasion does not end there, because they also 
want to move people and goods very quickly the 45 km from 
Chitose to Sapporo. This means building a line for the new 
magnetic levitation train, known as maglev, which is de- 
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signed to run at a speed of 500 km/h. For commercial use, it 
would pass underground on the last leg, right up to Chitose’s 

assenger terminal. The government is conducting a feasibil- 
ity study of the idea, but Hokkaido has already done its own 
homework and Kobayashi says that of all the prefecture’s 
grander ideas, maglev is the most likely to see the light of 
day. 

Linked somewhat tenuously to this vision is the proposal 
to set up a space centre on Hokkaido with a launch pad east 
of Obihiro on the Pacific coast and with back-up facilities in 
Sapporo, Tomakomai and Muroran. This is not as far- 
fetched as it may sound. Japan has high ambitions in space, 
but it faces tight constraints over how intensively it can use its 
existing launch site-at Tanegashima, a small island off the 
southern coast of Kyushü. Hokkaido would offer more room 
and da snow lingers less time on the east coast than further 
inland. E 

Closer to earth is the plan to develop Hokkaido’s tourism, 
surely the idea with the best chance of 
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of Hokkaido's designated developments are said to be too 
large in area to come into the scheme. 

Among the other ideas in the development plan, the best 
candidate is the development of industries to add value to 
Hokkaido's copious supplies of beef, dairy produce, fish and 
timber. The island is already moving in this direction. With 
the help of some good universities (Hokkaido University is 
reckoned to be among the top 10 in the country), the prefec- 
ture has pushed things like the technology of transferring em- 
bryos for cattle breeding and the production of serums for tis- 
sue cultures. 

Those unfashionable industries of steel and shipbuilding: 
will also spawn new types of business using the process. 
technology gained through the years. Nippon Steel’s mill at. 
Muroran, the only one on the island, aims to cut its work-: | 
force from 3,800 to 2,000 by March 1990. The company 
kons that about half of those laid 








success. If statistics could paint pic- 
tures, then perhaps the clearest shows 
that Hokkaido's population per km? 
of "inhabitable area" (i.e. minus 
things like mountains).is 268 com- 
pared with Tokyo's 8,663. The pre- | 
fecture is developing four big resorts, 
including Tomamu which is intended 
to cater for 50,000 at a time. This re- 
sort is distinguished by à hideous 34- 
storey skyscraper hotel which soars 
straight out of the countryside, one of 
the most jarring developments to be 
seen anywhere. A more sympathetic 
resort has been built at Sahoro east of 
Sapporo for use by Club Mediter- 
ranee. The national government in- 
tends to grant tax exemptions and 
provide low-interest loans under a 
new law to tourist resorts, but all four 








will move to steel-related activities - 
while the rest will start new enter- - 
prises. Three have already begun: à 
producer of industrial process soft- 
ware, a maker of process control | 
machinery and a diversified services 
company. 

Remarkably few people in Muro- 
ran or elsewhere on the island seem 
bitter about the economic uphea- 
vals Hokkaido has met of late. There: 
is a mood of greater self-reliance, 
The island's relative decline will 
not reverse quickly, but most local 
people seem to feel that the answer 
to their problems must be found 
among themselves rather than in 
Tokyo. That realisation is an essential 
step away from Hokkaido's colonial 
past. — Nigel Holloway 
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KANSAI 


Testing ground for regional development 


the crucial test of whether anything can be done at a 
regional level to counter the over-concentration of 
Japan's economy and population in Tokyo. 

The five Kansai prefectures and two municipal govern- 
ment areas (Kyoto-fu and Osaka-fu) are still easily the sec- 
ond richest and busiest parts of Japan after Tokyo: Osaka 
residents are fond of pointing out that its economy is roughly 
the same size as Canada's. Yet for the past 15 years Kansai 
and Osaka have been inexorably losing ground in the na- 
tional economic league table. 

Kansai boasted an impressive 3676 share of Japan's ex- 
ports up to the late 1960s but now accounts for less than a 
quarter, largely thanks to the way newer and faster-growing 
industries have tended to spring up in rural areas of Japan 
rather than in the older industrial regions. As a "brain" 
centre Osaka pe to have done even worse. 

The city prides itself on having been the birthplace of 
many famous companies including no fewer than seven of the 
nine giant sogo shosha (general trading companies) that 
dominate Japan's foreign trade. Nearly all such companies, 
however, have moved the bulk of their head office depart- 
ments to Tokyo over the years. Osaka's three major "city" 
banks, Sumitomo, Sanwa and Daiwa, now also tend to con- 
duct the bulk of their head office operations out of Tokyo, 
though each continues to list its Osaka headquarters as its 
principal office. 


T he Kansai region of western Honshu is likely to provide 
















Osaka's decline seems to have been the result of nation- | 
wide trends and policies at least as much as of any deficien- | 
cies in the region itself. One reason why the Kansai area 
failed to attract much new industry in the 1970s, according to . 
Yoshihito Matsuda, a senior official at Osaka prefectural: | 
government's policy and administration division, was a 
Ministry of International Trade and Industry (Miti) policy: 
which aimed at shifting the emphasis of new industrial invest- 
ment away from the old urban areas towards centres such as 
Kyushu and Tohoku (the four northeastern prefectures of 
Honshu). However, local businessmen and politicians admit 
the region may have failed in two important ways to make the 
best of its opportunities. 

Kansai has been known in the past for being a source of 
bright ideas in trade and commerce — but, local officials 
admit, not as an originator in the field of science and technol- 
ogy: hence the area's tendency to spawn new types of busi- 
ness ventures such as super-store chains or railway-and-de- 
partment store conglomerates but not to attract much high | 
technology manufacturing business. T 

Even the region's premier electronics manufacturing 
company Matsushita Electric (which has declined to follow 
the prevailing fashion of shifting its headquarters to Tokyo) 
has historically been stronger at marketing than at technolog- 
ical innovation. The only exception to Kansai’s relatively 
lowbrow image as a centre of technology is Kyoto, the home 
of two Japanese Nobel prize winners and of a handful of in- 
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novative companies such as Kyocera, a top maker of ceramic 
packages for the electronics industry. 

A second Kansai weakness, according to staff at the Kan- 
sai Economic Federation (KEF, the region’s premier private 
business association), has been the difficulty local business 
and political leaders have had in getting their act together — 
both when trying to work with each other and when seeking 
concessions from the central government. 

Unlike the Kanto region surrounding Tokyo, which 
serves as the hinterland for a single massive conurbation, the 
smaller Kansai area contains three separate and highly indi- 
vidual cities, Osaka, Kobe and Kyoto, each of which sees it- 
self as an important repository of Japanese culture and tradi- 
tion. Reflecting this, Osaka and Kobe tended until recently 
to promote rival projects in such areas as port development, 
rather than trying to work out unified plans for developing 
the whole of the Osaka Bay area which 
the two cities share. 

More important than competition 
between local government may have 
been a distinct coolness between 
bureaucrats in Tokyo-based minis- 
tries such as Miti and the business- 
men who headed the KEF in the 1970s 





f KANSAI FALLS 
BEHIND 







senior staff member of the KEF. When the KEF first mooted 
the project in the early 1970s, the Ministry of Transport in 
Tokyo turned it down on the grounds that priority should go 
to improving Tokyo’s two international airports (Haneda 
and Narita). Hyuga was able to get government backing for 
the project only after putting together what Tokuda claims 
was the first true third sector corporation, in which local Kan- 
sai companies clubbed together to match funding by central 
and local governments. 

The planned opening of Kansai airport in 1993 provides 
the key to Kansai’s efforts to regain its position as one of the 
two poles of the Japanese economy. The airport will be the 
first in Japan to allow 24-hour landings and take offs. This, 
says Tokuda, should make Kansai a far more convenient 
jumping off point for the Asian region than Tokyo with its 
poorly located Narita airport. 

Kansai business leaders hope to capitalise on the new air- 
port by developing entrepót facilities for Asian products on 
unused land in the Osaka port area, 
which will be linked to Kansai airport 
by a new coastal expressway. A plan 
published by the Osaka branch of the 
Industrial Bank of Japan suggests turn- 
ing the whole of the Osaka port area 
into a free port for regional products on 
the model of the Europa port at Rotter- 





and early 1980s. Kansai's older gen- 
eration of business leaders is said to 
have deliberately distanced itself from 
Tokyo, perhaps partly out of the feel- 
ing that Kansai should be given its due 
as the premier business region of 
Japan. 

Some top Kansai leaders, including 
former KEF chairman Hosai Hyuga, 
also seem to have had problems of their 
own in dealing with the centre. Hyuga was president of 
Sumitomo Metal Industries (Japan's third top steel maker) at 
a time in the late 1960s when Sumitomo publicly rejected 
"advice" from Miti to limit its investment in new steel making 
facilities. 

The weaknesses in Kansai's approach to dealing with the 
centre, and to the handling of relations inside the region, are 
stressed by Osaka businessmen and officials today largely 
because the area's present leadership seems to be trying a 
different and more successful tack. Starting from the early 
1970s the KEF waged a successful campaign to get all three 
major cities to back a plan to build a new offshore airport 
(Kansai international airport) on an artificial island in Osaka 
Bay which would replace the grossly overcrowded Itami air- 
port in suburban Osaka as Kansai's main link with the world. 

To win support for = 


<} Manufacturing output [23.3 | 





dam. 

Plans to turn Osaka into a com- 
munications centre for the region rep- 
resent one of two main prongs in the 
KEF's strategy. The second involves 
using the Kansai science city to make 
the area one of the focuses of scientific 
research in Japan. Unlike Tsukuba sci- 
ence city north of Tokyo, which was 
Reviewrsatevyancytang funded entirely by the central govern- 
ment the Kansai science city will include privately owned 
(and, it is hoped, foreign) research facilities alongside re- 
search laboratories owned by different central government 
ministries. The science city and Kansai airport together may 
cost as much as ¥15 trillion (US$120 billion) Tokuda 
suggests, but this sum will be spread over many projects and 
at least 25 years. 

Parallel with the science city project, but on a smaller 
scale, is a scheme by the Osaka prefectural government to 
build a "Cosmpolis" dedicated to applied research on land 
near Osaka Bay. Prefectural government officials deny that 
Cosmopolis is an attempt to compete with the science 
city, but admit that the scheme may give the prefec- 
ture a chance to regain part of what it lost by allowing 
Kyoto to play the lead role in the science city project. 
The number and 





the airport, Osaka 
prefecture agreed to 
back a parallel scheme 
to build a science city 
on the borders of 
Osaka, Nara and 
Kyoto prefectures. 
The science city, as 
Osaka city officials 
point out, will be a 
cluster of installations 
spread over all three 
prefectures, though 
its central facilities 
will be in Kyoto pre- 
fecture. 

Persuading the 
three main Kansai 
cities to back the air- 
port was only the first 
step, according to 
Tatsuhiro Tokuda, a 
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irport model: state has majority equity. 
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variety of projects that 
have been started in 
the past three or four 
years to put Kansai 
back on the map of 
Japan can easily baf- 
fle the outsider, but 
a general impression 
persists through the 
confusion. This is that 
the region has turned 
its creative energies 
towards supplement- 
ing the role of Tokyo, 
not simply matching 
it. Given the way 
Tokyo appears to 
be bursting at the 
seams, Kansai ought 
to have a good chance 
of success. 

— Charles Smith 
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SHIKOKU 


All dressed up, 
and nowhere 
to go 


apan’s fourth largest (and hitherto sleepiest) island, 

J Shikoku, has abruptly woken up with the completion 

of the Seto Ohashi, or Great Seto Bridge, a 10-km is- 

land-hopping chain of five suspension bridges which spans 

the Inland Sea to link Shikoku for the first time with the main 
island of Honshu. 

Since the bridge was opened to traffic in early April hotels 








carrying students capsized in a storm, causing 160 deaths. 

Compared with the glamour of the bridge programme, 
road construction in Shikoku is a prosaic job calling for 
lengthy negotiations with local farmers’ organisations which 
seem even more jealous of their rights than those in most 
other parts of Japan. Road building may also have been held 
up by the fact that Shikoku (unlike Hokkaido, another re- 
mote island) is divided administratively into four prefec- 
tures. The four seem to have been no better at getting their 
acts together than the five prefectural governments and two 
municipal authorities making up the Kansai region. 

Airport building is another area in which Shikoku has lag- 
ged badly. The island is served by four airports (one for each 
prefecture) but the airport at Takamatsu, the regional head- 
quarters for most mainland companies, can take only turbo- 
prop aircraft carrying up to 65 passengers. A new airport with 
a 2,500-m runway designed for medium-range jets will open 
at Takamatsu next year after many years of negotiation with 
local environmental groups. 

The other major reason for Shikoku’s lopsided state of de- 
velopment, according to Fumio Kishida, manager of the In- 
dustrial Bank of Japan’s (IBJ) Takamatsu branch, is that the 





town on the Shikoku side, have 
been booked solid by tourist 
groups, forcing some latecom- 
ers to sleep at temples. Hotel 
rates are up and the price of a 
dish of Sanuki noodles, a local 
speciality, has doubled in some 

akamatsu restaurants since 
mid-March, according to Ta- 
kashi Ishimaru, a local bank- 
er and director of the Kagawa 
Economic Research Institute. 
However, Ishimaru thinks the 
bridge alone may not be enough 
to get Shikoku's economy mov- 
ing. 

Although it now boasts one 
of Japan's most spectacular 
pleces of civil engineering, 
Shikoku still has only 70 km of 
modern  expressway  (com- 
pee in December and not 
inking up with the bridge) and 
a mere 30 km of electrified rail- 
way track, built to enable trains 
crossing the bridge from Hon- 
shu to reach Takamatsu. 
Shikoku’s primitive state of de- 
velopment could look even 
more incongruous by the late 
1990s when two more massive 
bridges spanning the Inland Sea i). ; 
willbe completed. . w 

The remaining two projects, 


in Takamatsu, the nearest big E 








Seto Ohashi bridge: incongruous development. 


island had it too easy in the 
2| past. The north coast of 
-| Shikoku, facing the Inland Sea, 
was a natural site for the water- 
front heavy industrial "com- 
binats" that spearheaded 
Japan’s growth after World 
War II. But companies like 
Kawasaki Heavy Industries or 
various members of the Mit- 
subishi group which built ship- 
yards, petrochemical com- 
plexes or aluminium refineries 
along the coast never bothered 
to bring in subcontractors or 
subsidiaries to service their 
lants. This, says Kishida, was 
ecause deepwater anchorages 
made it too easy to ship in what- 
ever was needed from other 
parts of Japan. 

The result was that when 
heavy industry declined after 
the two oil-price shocks, the 
economy was thrown back on 
agriculture and a few other pri- 
rhary processing industries such 
as pulp and food processing. 
The older heavy industry instal- 
lations still exist, but employ- 
ment at the Kawasaki Heavy 
Industries shipyard at Sakaide 
(the town immediately facing 
the end of the Seto Bridge) is 
said to have fallen to 1096 of 
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both already partly built, will 
link Naruto in Tokushima prefecture at the eastern tip of the 
island with Kobe via the island of Awaji, and Onomichi near 
Hiroshima with Shikoku's Ehime prefecture. The suspension 
bridge spanning the Akashi strait between Kobe and Awaji 
island will include a 1,990-m central span, more than 500 m 
longer than the world's longest existing bridge, the Humber 
bridge in Britain. 

The disparity between Shikoku's three spectacular 
marine gateways and the primitive state of the island's own 
infrastructure is partly a result of politics, according to 
Moriya Ishikawa, research manager at the Shikoku Eco- 
nomic Federation, a local private business association. The 
idea of spanning the Inland Sea caught the Japanese im- 
agination as long ago as the Meiji era, long before tech- 
nology existed to realise such a project. Building the 
bridges became a national cause after 1955 when a ferry 





^ earlier levels. The plant ekes 
out a livelihood, according to one source, by building prefab- 
ricated components for multi-storey car parks. 

The IBJ’s Kishida says that Shikoku's main hope of cash- 
ing in on the opportunity provided by the bridge building 
programme lies in two directions. One is that as the Kansai 
area surrounding Osaka expands, Shikoku may become in- 
tegrated into a “greater Kansai” area. Kansai proper is too 
small to provide an adequate hinterland to the cities of Osaka 
and Kobe as the much larger Kanto plain does for Tokyo, 
Kishida argues. Shikoku could help out by absorbing installa- 
tions, such as research laboratories, computer centres and 
administrative departments of large companies that do have 
to be located near the middle of big cities. 

The other major prospect for Shikoku may be resort deve- 
lopment. Maps handed out by the Shikoku Economic Feder- 
ation already show the island dotted with a range of resort 
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projects, from a ¥5 billion (US$40 million) “Golden Tower” 
constructed as a viewpoint for the Seto Bridge by a nation- 
ally-known manufacturer of sanitary napkins to a New Zea- 
land Village in the mountains behind Takamatsu where a 
local entrepreneur plans to have New Zealand girls give 
lessons in horse riding. Kishida says banks like IBJ are in 
a position to take the lead in organising more projects of 
this kind, either with local developers or by bringing in 
capital from the Kansai area. The very low cost of land 
in Shikoku and the slowness with which prices are ris- 


URBAN DEVELOPMENT 


A strategy more 
from luck 
than management 








makes resort business particularly attractive, he adds. 

Shikoku’s local farm communities apparently are in two 
minds about whether they want the island to become a play- 
ground for the Kansai area. The big Tokyo retailing and 
transport conglomerate, Seibu, was sent packing a few 
months ago after proposing an ambitious scheme for de- 
veloping an unspoiled coastal area as series of holiday vil- 
lages under the name of “Human Green Plan.” Cynics 
suggest however that the farmers are only biding their time. 
Sooner or later Japan’s “island nation within an island na- 
tion” seems bound to be drawn into the affluent economic 
mainstream. — Charles Smith 


planning — provide the creativity the big enterprises lack. 

Long term credit banks, like the Industrial Bank of Japan 
(IBJ), the Long Term Credit Bank or Minohara’s own Nip- 
pon Credit Bank, could play a central role in organising these 
partnerships, Minohara suggests. In that sense the urban de- 
velopment boom may have come as something of a life saver. 
In the early 1980s long term credit banks appeared to be at a 
loss to know how to fill the gaps in their loan portfolios 
caused by the decline of investment in heavy industry. They 
now have plenty of new business on hand, though as in the 
case of heavy industry companies themselves, it is business 
that calls for some unfamiliar skills. To cope with this prob- 





jects, many of them based on land 
vacated by obsolete heavy industrial 
plants or disused utilities, represent far 
more than a boost for the real estate and 
construction industries, according to Kei 
Minohara, a maverick former Construc- 
tion Ministry official who is now an adviser 
on development planning to two long-term 
credit banks. The projects are part of a his- 
toric shift in the structure of the economy 
.from manufacturing to services, but 
Minohara thinks the shift will work only if 
Japan can develop a system to ensure fair 
and imaginative use of land. 

The so-called third sector corporations 
which are being encouraged by the govern- 
ment to launch major projects such as the 
Kansai international airport combine the 
worst features of Japan's public and private 
sectors, he says, and are in any case not 
much more than a mask for continued 
bureaucratic control over the development 


J apan's new urban development pro- [= 









Minohara: lucky accident. 


lem banks like IBJ have started forming 
;| subsidiaries to specialise in the software as- 
pects of planning big development pro- 
jects. 

The conversion of former industrial 
sites into “leisure bases” involves one 
other big issue — the question of who is 
to build the elaborate infrastructure 
needed to support greatly increase popu- 
lations in the converted areas. Minohara 
thinks the problem will solve itself. Dis- 
used industrial land in areas like the 
Tokyo waterfront will become many 
times more valuable when the govern- 
ment revises plot ratios to allow for the 
construction of offices and high rise 
apartment blocks. This means that funds 
should be generated “naturally” to pay 
for infrastructure. 

As a concrete example of this process 
Minohara cites Toyosu Island, a 95-ha tract 
of reclaimed land in the Tokyo port area 
jointly owned by Tokyo Electric Power and 
Tokyo Gas. The two utility companies can- 








process. 

Conversely, Japan cannot simply copy the US practice of 
entrusting massive urban development plans to private com- 
panies. E of private enterprise is far lower in Japan 
than in the US. What Japan needs is a neutral arena in which 
big development projects can be discussed by public and pri- 
vate sector interests and citizens groups. Fourth sector cor- 
porations in which citizens groups were represented 
alongside the government and private enterprise might be a 
good idea, Minohara thinks. 

Another problem about the massive new development 
projects now being launched around Tokyo Bay and in places 
like northern Kyushu where Nippon Steel Corp. is turning a 
former steelworks into a leisure centre dubbed "Space Land" 
is a sheer lack of experience. 

The big corporations like Nippon Steel and Tokyo Elec- 
tric Power Co. ghat own much of the land which is due for 
conversion are semi-public in the sense that they are more 
sensitive than ordinary private enterprise to community in- 
terests, Minohara believes. But they lack the planning ex- 
perience needed to make imaginative use of their land. The 
solution may be to put together development groups in 
which companies like Dentsu Inc. — an advertising con- 
glomerate whose skills range from copywriting to urban 











not start developing land on Toyosu until 
the Tokyo metropolitan government agrees to raise plot 
ratios from the present 200% level to at least 40096. How- 
ever, the metropolitan government will probably raise plot 
ratios only after extracting an undertaking from the utilities 
to pay for the roads and subway links needed to make Toyosu 
habitable. 

Minohara sees the flow of private funds into infrastruc- 
ture projects as a reversal of what happened in the US in the 
1930s, when the federal government used public money to re- 
vitalise industry. In both cases the result should be to stimu- 
late economic growth. But whereas the New Deal was a care- 
fully thought out concept, what is ag tare: in Japan is a 
ery accident for which no political leader can take much 
credit. 

Among recent political. leaders, Minohara thinks former 
prime minister Nakasone may have come the closest to 


realising the advantage of blurring the traditional distinctions , 


between Japan’s private and public sectors, but even 
Nakasone was unable to spell out the full implications of the 
policy that he launched in 1985 with the privatisation of Nip- 
n Telephone and ers Asso often in the past, Japan 

as stumbled on — rather than consciously worked out — a 
new economic strategy. 
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In 20 years time, when our young pilot will be flying for real, 
we will have increased the security against fatigue in our bearings several times over. 


What will bearings 
look like when he’ a real pilot? 
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[pee the year 2010. ü 

| Advances in aerospace engineering willhavetrans- —— - 
formed commercial aircraft in many ways. Yet then as __ 
now, bearings will still be a critical component in aircraft 


So what difference will there be? After all, how 
much more is there to learn about bearings? You'd be us 
surprised. During the last twenty years we've increased — 
the safety margins against fatigue several times over. And * 
we expect to do the same again in the next twenty years. — — 

Of course, aircraft bearings are already so safe that 
our development efforts are mainly aimed at yielding 
opportunities to decrease the weight and dimensions of 
machines. And enable purer designs. 

So, by the time this little chap makes his maiden 
flight, the aircraft engine may well, like our bearings, be 
very different. 























SKF employs some 45,000 people In every one of these areas, SKF has 
from 130 different nations. Manufactur- a leading position. 
ing takes place in 80 factories in 17 pa Marie Der.. Ir th East Asia (Pte) L mies 
countries. Jurong Town P.O. Box 445, Singapore 9161. | 
Apart from rolling bearings, SKF l I would like to know more about SKF. 
manufactures and markets cutting tools, | Name: | 
grinding machines, linear motion pro- | Position: | 
ducts, textile machinery components, Company: 
aerospace components, fasteners and — | eae: | 
other mass-produced precision products. ae E E EE —— zi 
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How on earth can 
you book a room 
so faraway? 


Just by picking up the phone and dialling your 
nearest Holiday Inn, you can book a room on the other 
side of the world. 

Holidex, Holiday Inn’s worldwide room reservation 
service, gives you access to over 365,000 rooms in over 
1,600 hotels around the world. Last year, over 28 million 
people used this convenient service to make travelling 
easier. 

More reasons to choose Holiday Inn first. 


——— LOCATION * COMFORT * VALUE = 


The Worlds First Choice 


Z Motu) Sw. 


For further information and reservations: 


Contact youf travel agent, any Holiday Inn (Worldwide) or our Regional Sales Office, c/o Holiday Inn 
Harbour View Hong Kong, TST PO Box 98468, 70 Mody Road, Kowloon, Hong Kong. 
Tel: 3-7215161. Telex: HX 38670. Cable: INNVIEW. Fax: 3-695672. 

33 Holiday Inn hotels in Asia-Pacific: Bangalore + Beijing + Bombay + Colombo + 
Damai Beach Malaysia + Guilin + Hong Kong * Islamabad + Johor Bahru + Kanazawa +» 
Karachi + Kuala Lumpur * Kuching * Kyoto * Lhasa * Manila * Nagasaki * Narita « New Delhi + 
Osaka + Penang * Phuket * Singapore * Sydney + Tokyo + Toyohashi + Xian * Yokohama 

















WWF Kojo Tanaka/BCL 


The 
Giant Panda 
needs your help 
to survive 


ONS every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 

Please send contributions to the WW'F 
National Organisation in your country or direct to: 


WWF International, 1196 Gland, 
Switzerland. 


( 
WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 
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The People's Republic of China has given CBS exclusive rights to sell its television advertising 
package for the 1988 Olympics. Due to the great popularity of this exciting event in China, your message 
can enjoy high reach and frequency in this rapidly growing and potentially 
enormous market. You can even enjoy product exclusivity. 

Because of our long and successful experience in China and our close relations with 
China Central Television, a simple call to CBS is all that it takes to get your message to this market. 
Contact CBS Broadcast International, (212) 975-8585, Telex 662101 CBINY, and be certain that the millions of 
1988 Olympic viewers in China will also be seeing your company message. 


@CBS 


CBS BROADCAST INTERNATIONAL 





Computers and Communications. 


An era of growth. 

NEC is helping open new 
horizons in business growth all 
across Asia. 


With increasingly powerful net- 


works of business and personal 
computers that allow offices to 
operate more efficiently. 


And integrated voice, data and 
image communications that help 
people work more closely together. 
In Asia and all around the world. 

Today NEC is a world leader in 
semiconductors, computers, and 
communications systems. And one 
of the foremost names in home 
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A new generation of steelmakers. 


Sumitomo Metals has long been recognized 
as one of the world’s leading steelmakers. 
Today, however, Sumitomo and its more than 
80 affiliates are busy nurturing a new generation 
of steelmakers, men and women dedicated to 
the challenge and excitement of creating new 
ideas and new industries. 

This particular Sumitomo employee is 
involved in the manufacture of silicon wafers, 
which are in turn used to make integrated 
circuits, the building blocks of today’s most 
advanced computers. Other Sumitomo 
employees are working in the field of energy, 
developing new ways to utilize the vast amounts 
of energy, that coal can provide. And still others 


a SUIMITOMO METAL INDUSTRIES, LTD. Tokyo & Osaka, Japan 


are manufacturing special metals like titanium 
and titanium alloys, materials prized for their 
light weight, high strength and superior 
resistance to corrosion. 

But don't misunderstand. 

We're not abandoning the steel business. 
No, far from it. Steel production is our bread and 
butter, and we're finding that our search for new 
ways to make it stronger, lighter and more 
inexpensive is more challenging and more 
exciting than ever before. 

So in the future, when you see the Sumitomo 
Metals name on a product that is unrelated to 
steel, you'll understand. At Sumitomo, there's a 
whole new generation of steelmakers. 


«9» SUMITOMO METALS 


TOKYO HEAD OFFICE: 1-3, Ohtemachi 1-chome, Chiyoda-ku, Tokyo, Japan Phone: Tokyo (03) 282-6111 Telex: J22865 
MAIN PRODUCTS: Tubes & pipe, flat rolled products, bars, shapes & wire rods, roiling stock parts, steel castings & forgings, and a wide range of steel products and new materials. 
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1987 — a year of particular challenges. 
With its operating result of almost 
DM 1 billion, WestLB has once again 
demonstrated earnings stability. 

This is the result of a compact 
universal bank tackling its customers’ 
needs in ever-changing markets. 

International capital markets are 
on the move: new techniques, new 
services, new products. For custom- 
ers this means new opportunities. 
For WestLB this means transforming 
financial needs into assets which 
meet investors’ interests. 


DM 197314,226,782.5 


Tr 


WestLB Group 
in DM millions 
Business Volume 
Total Assets 


1987 
197,314 (193,449) 
152,504 (148,189) 


1986 





Capital and 

Reserves 4,061 ( 4,044) 
Operating Result 935 ( 1,004) 
Disposable Profit 84 ( 84) 


Backing the process of economic 
growth, promoting and funding 
business ventures, financing innova- 
tion — these have always been a 
major part of our overall strategy. 
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BOOKS 


CHINA 






Morrow & Co , New York. US$22.95. 


‘frank Ching’s response to the call of 
his ancestors, he writes in this vol- 
ume's final sentence, "became a con- 
suming passion." In his grandfather's or 
even in his father's time such a 900-year 
` chronicle of the Qin (Ch'in or Ching) 


clan would have been a filial act of ven- | 


eration for forebears. 


In Ching's case, it records his search | 
for his antecedents in a long line of emi- | 


nent Chinese, from the great Song 
dynasty poet Qin Guan (1049-1100) to 


his own Shanghai lawyer father. The au- | 


thor belongs to the generation of 
Chinese who have been detached from 


^|. the circumstances of family and native 
© place; they have not shared the rituals of | 


` ancestor veneration and the web of fami- 


ly and clan involvement that until very | 


recently was the norm for all Chinese. 
His father, however, belonged to the 
generation of the novelist Ba Jin whose 
widely influential novel Jia (The Fami- 
ly) depicts the struggle of young 
Chinese in the 1920s and 1930s to liber- 


The Ching Dynasty 


Ancestors: 900 Years in the Life of a Chinese Family by Frank Ching. William 
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ate themselves from oppressive family 
bonds and associated behavioural 
norms. Today, many Chinese of Ching’s 
generation and younger are more sym- 
pathetic to family values. 

In mainland China, young people cut 
adrift by massive social change seem 
again to cherish their families as sources 
of support and strength. Chinese who 
were forced to grow "m away from their 
family homes in the kind of marginal 
places that Hongkong has been for its 


expatriate residents, perhaps to some | 
extent even for its locals, also may share | 


Ching's need to know where he comes 
from, geographically and in other 
senses. These senses of belonging and 
sharing a heritage that is, on the one 
hand, Chinese, and on the other, 
unique to himself and his kin, is what 
this book is about. 

That is not quite the same as the 
search for roots that mark the experi- 
ence of many dwellers of the Americas, 
Australia and New Zealand who return 






























Qin Weizheng, founder of Wuxi Clan. 


to Europe and Africa to rediscover the 
cultures of their forebears. Alex Haley's 
Roots, for instance, is a moving depic- 
tion of a Black North American's iden- 
tification with the pride and the values 
of his African origins. 

Ching, however, did not need to use 
the literary device of an imaginative fic- 
tionalisation of hypothetical ancestors 
and the lives they may hàve lived. He 

















Untangling the roots 


By Vernom Ram in Hongkong 


he nuts and bolts of assembling the jigsaw of nine cen- 

turies of the Ching clan was little short of daunting. Frank 
Ching, who undertook this in May 1983, had no idea of what 
he was letting himself into. 

“The first inkling about the family tree," Ching said, 
*came to me when I visited my half-sister in Taiwan who was 
planning to emigrate to Australia in 1979-80. She rummaged 
through her belongings and brought out a plastic bag which 
contained three books. One had my father's name and photo- 
graph on it. Another was a Chinese book on rice paper which 
traced the genealogy of the family dating back 34 generations 
to the North Song dynasty of the 11th century, to the poet Qin 


Guan, founder of the clan and common forbear of my par- | 


ents.” 

After talks with various publishers Ching signed a contract 
for the book with William Morrow of New York in May 1983, 
the month he left the Asian Wall Street Journal, whose Peking 
bureau he had opened in June 1979, to devote himself to re- 
search work on his project. 

“When I began work on the book,” Ching admits, “I had 
no idea what to look for or where to start. I tried to make con- 


tact with relatives, most of whom were in Shanghai. Then, at | 


the suggestion of a friend, I checked the rare books collection 
of Columbia University's East Asian Library and found a 12- 
volume edition df my family genealogy published in 1873. It 
had biographies of important members of the clan listed in 
generational order. One of fhe most striking discoveries was 
the account of the life of Qin Guan." 

Ching moved next to the Peking Library to track down 
genealogical records of branches of the Qin clan that had 
spread to other parts of China. Accompanied by his Chinese 





teacher, Lin Zhengzone, who helped Ching by translating 
classical Chinese texts, the two spent hours each day for sev- 
eral months copying down details about the family. 

“Between 1984 and 1986," Ching said, “I spent most of the 
time in the First Historical Archives of China. This has over 10 
million documents from the Ming [1368-1664] and Qing 
[1664-1912] dynasties, poems dedicated to the emperor by 
clan members, Imperial decrees and other documents. 

“It was tedious work going through them because they 
were not properly indexed and were very unsystematic. For- 
tunately for me I met up with Rafael Chan, a microbiologist 
by training who had studied classical Chinese as a hobby. I 
would bring copies of the documents from the archives and 
Rafael would help with the translation.” 

With each new detail came a new dimension and the urge to 
find out some more. “What was emerging was not merely the 
story of grandfathers and great-grandfathers, but also the 
flavour of China’s culture, geography, economy and history 
at the time of their lives. I discovered through it all that my an- 
cestral family was based in Wuxi, near Shanghai, many hun- 
dreds of years ago. With the information I had collected, I 
visited lots of ancestral graves, including that of Qin Guan on 
top of a mountain. 

“I learnt a lot from the graves, some dating to the 15th cen- 
tury. There were Ming tombs with stone animals still there. 
They had been left largely intact until the Cultural Revolution 
[1966-76] when they were broken into or smashed by the local 
peasant leaders.” i 

Ching then worked his way to the Shanghai of his father’s 
time, which was at “the beginning of the Republican period and 
Shanghai as the centre of foreign influence and the Shang- 
hai Bar Association of which my father was one of the found- 
ers.” 

Those four years of research and the expeditions to find his 4 
roots finally resulted in 200,000 words which Ching describes 
as his response to the call of his ancestors. 














As highly trained and dedicated 
professionals we will confidently 
do our utmost 
to make any flight 


of X je s tir elessness with us as enjoyable as possible. 
Because oshi y 
no other airline can offer you this: hei fe 


number one IATA airline we 
will maintain the highest standards 
of service, as befits 
our leadership position. 


As Japan's international airline 






we are bound by our own unique 
corporate sense of honor 
to fulfil these promises. 


JAPAN AIR LINES 


Its a guaranteed pleasure. 
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ARCO 
BLACK & DECKER 
BRITISH PETROLEUM 
CLEVELAND BRIDGE 
HALLIBURTON 
TOYO MENKA 
McDERMOTT 
SCHLUMBERGER 
SHELL 
UNION CARBIDE 
YORK INTERNATIONAL 


What do these _ 
international companies 


know about Dubai 
that you don’t? 








They know that Dubai’s Jebel Ali Free Zone m No personal income taxes. 
has introduced exciting trade freedoms m No import duties/export taxes. 
and benefits, enabling companies to set up m Unlimited cheap energy. 
trading and industrial bases easier in the i ues 
Middle East. They also know that with superb facilities 

l - including an extensive infrastructure, state-of- 
Just look at these benefits—unique to Jebel Ali. the-art communications, accommodation, 
m 100% foreign ownership. hotels, hospitals, security and every modern 
m Unlimited transfer of profit and capital. amenity, Jebel Ali is a unique opportunity for 


m Nocorporate taxes for a minimum of 15 years. Middle and Far Eastern markets. 


For more information contact 
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Jebel Ali Free Zone Authority . 


Marketing Dept. No. 07 
T) P.O. Box 3258, Dubai, United Arab Emirates Tel: Jebel Ali 56578, 
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“SEND THREE AND FOURPENCE, 
WE'RE GOING TO A DANCE?” 





.. This classic piece of confusion is from the British 
- Army and, as you probably know, should read — 
| ‘send reinforcements, were going to advance.’ 

It raises a chuckle now, but bad communications 
in war, as in business, often lead to disastrous 
consequences. 

In fact, the mismanagement of information is the 
single largest cause of inefficiency in the office. (Not 
counting the human factor, of course). 

You may well have a plush suite of harbour-view 
offices and a boardroom table carved from a single 
block of solid malachite. 

But if you haven't got a communications system 
that allows everyone to interface simultaneously with 
voice, data and text, you simply cannot compete 
with those who have. 


Now obviously, you can't become a master of the 
universe of information overnight. However, there is a 








telephone system available which can act as the perfe: 





foundation. x 

The SOPHO System from Philips. 

It's a total, and totally modular, approach to 
information management. 

It can handle anything from 20 extensions to 
20,000. 

It means your communications system becomes 
totally ‘open’ and infinitely flexible. 

In a nutshell, it means you can do better what you 
do best. Make your business grow. And when it does, 
the SOPHO System will serve as the ideal bridge to the 
future. 

So if you feel there's room in your business for 
better communications, Philips is the answer. 

Now dial our Hotline (5-8215402) and ask some 
questions. But don't be surprised if our receptionist asks 
you to repeat them. 


TAKE A CLOSER LOOK 
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No one is more committed to the opening up 
of the New Territories than the KCRC. It's a pioneering 
spirit that has brought a new quality of life to the 
people living along the railway. 

Already more than 375,000 passengers a day 


enjoy all the benefits of the modern and convenient 
railway system. 


KCRC's contributions have helped make the 
New Territories not only a better place to live, but a 
better place to work. 


(=) Kowloon-Canton Railway Corporation 


Keeping Hong Kong's future 
on the right tracks. 


of the tunnel. 
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Are you toying with 
Hong Kong? 


_ If you're doing business in Hong Kong, whether it's 


|. with the toy industry or with any other, you need the 
right connections. 


> HongkongBank’s Trade and Credit Information 
< Department can help put you in touch with the right 
.. people and organisations. 


No other bank in Hong Kong can match TCID which 
`- provides up-to-the-minute information on markets, 
potential customers and sources for the supply of goods. 
. We also have access to the latest credit reports, business 
publications and marketing services on a world-wide 
. basis. And our experts can carry out detailed analysis to 
~ help you make the right decisions. 





The HongkongBank group has offices in 55 countries, 
and enquiries can be made through any of these offices 
before you even get to Hong Kong. 


_ So if you're toying with ideas of doing business with 
Hong Kong, or anywhere else for that matter, 
-. HongkongBank can provide the help for you to make 
. them a reality. 


For more details please contact, Mrs. Margaret Williams, 
.. G.P.O. Box 64 Hong Kong. Tel: 5-8223535, Telex: 
<= 73201 HKBG HX, Fax: 5-810112. 


HongkongBank 


S. The Honskone and Shanghai Rankine Carnaration 












































could start with his own father and 
grandfather and a multitude of living 
clan members of their generations, 
thereby leading him to figures recorded 
in elaborate genealogies, in formal his- 
tories and in other literary remains and 
even to graves inscriptions. 

The richness of that recorded history 
is probably without parallel in other 
civilisations, except for records of a 
small number of nobles and eminences. 
The Qin clan included a famous 11th- 
century poet as its founding figure, but 
he was not an aristocrat of hereditary 
status. In many of the 33 succeeding 
jencranoms uncovered by Ching, the 
amily was of relatively humble status. 

How many non-Chinese had sur- 
names, let alone family records, 900 
years ago? Except for kings and titled 
aristocrats very few in Europe had sur- 
names even 400 years ago; English law 








the continuity of Chinese society. Here 
was à Peet family that had faithfully 
tended my ancestor's grave for over a 
dozen generations. They had continued 
to discharge their obligations despite 
changes in dynasty, revolutions, war, 
and natural disasters. It made me more 
aware of the great cohesion underlying 
Chinese society, a cohesion that re- 
mains despite all the changes," he 
writes. 

Ching’s task of searching for his an- 
cestors thus was qualitatively different 
from the task that I or other Westerners 
would face in tracing our antecedents 
for even a few generations. If the de- 
struction of the past three or four dec- 
ades has made his task of discovery 
necessary in the first place, and more 
difficult in the second, it was nonethe- 
less accomplished remarkably well. 

The book has been praised in the in- 
ternational press and in- 





uan. 


ae d 
Ching at the grave of hís ancestor, 





spired a reception hosted 
by the Chinese Embassy in 
Washington. The book's 


author, his sense of excit- 
ing and satisfying discov- 
ery and his observations 
on the past in relation to 
the present. All this gives 
the book a striking im- 
mediacy. One gets caught 
up in the succession of 
human tales and becomes 
involved with the mem- 
bers of each generation 
and curious about how 
they fared. 

The 28 chapters focus 
on individuals, presented 
anecdotally. Through the 
first several chapters, de- 
voted to the more remote 
ancestors, I felt as if the 
anecdotes would not sus- 
tain the long story, and the 

900 years of political his- 

tory and social change pro- 








first attempted to require all subjects to 
adopt and use surnames in 1538, and 
that was the earliest such law in Europe. 
In China, the surname was basic to the 
social organisation and has been com- 
monly used since the 5th or 4th cen- 
turies BC, making it possible to identify 
with ancestors as well as serving the de- 
veloping pattern of family organisation. 
The family cult was the basic religion 
of the Chinese. Its rituals reinforced the 
sense of enduring cohesion, leading to 
careful recording of lineages, concern 
for graves and memorials and clan or- 
ganisations that helped individual 
families survive life’s vicissitudes. To 
cite an unexpected and quite touching 
example, Ching was able to speak to 
members of an unrelated peasant family 
who had for several centuries been 
hired to care for the Qin family graves. 
“I could not help being amazed by 





vide a curtain against 
which, initially, one feels the historical 
settings need to be more fully investi- 


gated and described. Yet, as one moves | 


on, one begins to comprehend facets of 
the complex background through fo- 
cused anecdotes. By the end a deepened 
sense of Chinese civilisation has been 
conveyed and the reader feels, if not at 
home, at least on speaking terms with it 
— not a mean feat. 

Ching's ancestors seem to have in- 
cluded a marvellous collection of par- 
ticularly noteworthy individuals and 
several of his forebears are familiar to 
students of Ming and Qing times, yet 
when I encountered them in his context 
as links in the chain that in itself be- 
comes a focus of our interest, these 
forebears took on new meaning. Al- 
though historians may need to have 
more details, this book entertains and 
instructs. — Frederick W. Mote 


main attraction is the per- | 
sonal engagement of the | 








ECONOMICS 
High-flying 
capital 


Hot Money and the Politics of Debt by 
R. T. Naylor. Unwin Hyman, London. 
£14.95 (US$27.00). 


AU written by an economist, 
this book is more a treatise on the 
politics of international finance by an 
author who clearly sympathises with de- 
veloping countries struggling to repay 
their debts. EGRE 

Hot Money and the Politics of Debt, 
which concentrates on the period since 
the summer of 1982 debt crisis, docu- 





| ments the intimate relationships be- 


tween hot money and developing coun- 
try debt in places as diverse as the 
Philippines and. Argentina. Its central 
proposition is that most developing 
country debts are not genuine because 
the borrowed funds have been misused 
by the ruling elite, and: repayment 
would impose severe hardship on com- 
mon people who did not benefit from | 
the borrowed funds. pO. 

Foreign banks in developing coun- 
tries have been severely castigated by 
the author for aiding and abetting capi- 
tal flight from these nations. Often, it 
has been these funds which have been 
recycled back again. The book docu- 
ments such cases. 

Capital flight, R. T. Naylor writes, is 
fuelled not just by political strife, but 
also by the growing sophistication of 
white-collar criminals, a proliferation of 
tax havens and a rapid development in 
banking technology that enables quick 
obliteration of the tracks left by moving 
money. 

According to Naylor, the fourth 
major cause of the rapid growth in hot 
money was the misguided policies the 
US Federal Reserve Board followed in 
the late 1970s. Western governments 
declared war on inflation through tight 
credit policies which strangled capital 
markets and caused soaring interest 
rates. In desperation, banks turned to 
hot-money deposits to finance loans. 

Naylor has a few suggestions for a 
solution to the debt crisis, though they 
will not be considered solutions by 
creditors. Naylor suggests at least 
partial repudiation of the debt. 

Naylor also suggests re-calculation 
of the debt burden using as a reference 
point a 1.5-276 real (that is actual minus 
inflation) rate of interest. While estima- 
tion of the impact of thes proposal is an 
enormous number crunching exercise, 
the author himself mentions that it is 
quite likely that if all debt payments 
were re-calculated using the procedure 
suggested, the banks might end up | 
owing money to the developing coun- | 
tries. -DeepKapur | . 
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By Nigel Holloway in Osaka 


he Osaka Securities Exchange 

(OSE), a poor relation of Tokyo’s 
stockmarket, will soon have the chance 
to reverse its relative decline — and 
mount a challenge to Tokyo’s market 
domination. Within the next eight 
weeks or so, Osaka and Tokyo will 
begin trading stock-index futures, a po- 
tent financial instrument that some have 
blamed for the crash on Wall Street last 
October. 

Most expect the market for stock- 
index futures in Japan to grow to mam- 
moth proportions, perhaps equalling 
the turnover on the cash market in local 
equities in a couple of years. Turnover 
on the Tokyo stockmarket, which total- 
led ¥251 trillion (US$1.99 trillion) last 
year, was larger than that of New York, 
if based on year-end exchange rates. 

The two rival Japanese markets will 
offer a tantalising choice for the world’s 
fund managers. Osaka is launching a 
contract for futures based on the Nikkei 
index of 225 shares, which has been av- 
ailable on the Singapore International 
Monetary Exchange (Simex) since Sep- 
tember 1986. Tokyo will establish a 
Topix futures market — the index for all 
1,108 shares quoted on the first section 
of the Tokyo Stock Exchange (TSE). 

The advantage of Topix is that it is 
more up-to-date and fully representa- 
tive, with constituents weighted accord- 
ing to their market capitalisation. The 
Nikkei has the great advantage of being 
better known, but it is old. The index 
was launched in 1949 and has changed 
little since then. The result is that Nik- 
kei underweights banking and insur- 
ance shares, which make up a third of 
Topix; and attaches too much impor- 
tance to basic industries, like metal fab- 
rication. 

Stock-index futures represent an 
agreement to buy or sell a basket of 
stocks for an agreed price at a given date 
in the future. Investors use them for 
three reasons: to hedge a portfolio of 
shares; to speculate purely on move- 
ments in the index; and to arbitrage 
when prices in the cash and futures mar- 
kets are misaligned. 

Until May of last year, direct deal- 
ings in financial futures markets were 
outlawed. But sénce then, Japanese in- 
vestors have been allowed to trade on fi- 
nancial futures markets #broad and, 
from June last year, in a surrogate fu- 
tures contract set up by the OSE in a 
basket of 50 stocks specifically picked 
because they tended to move in line 
with the Nikkei index. 

















New futures contracts back Osaka's claim to be a world finance centre 


A challenge to Tokyo 












This market is not a true futures ex- 
change because investors have to take 
delivery of, or provide, all 50 stocks if 
they have not closed their position by 
the settlement date. The new contracts 
will be settled in cash following the pass- 
age of statutes to legalise this type of 
trading on 25 May. 

Despite the cumbersome nature of 
the Osaka contract, OSF50 as it is call- 
ed, the Japanese have taken to the mar- 
ket with gusto. Activity surged as soon 
as the Finance Ministry slashed a trans- 
action tax to 0.0125% on 26 September. 
Turnover increased still further when 
shares in Japan plunged after Black 
Monday. It has since reached the point 
where turnover is almost double that of 
the OSE's cash market (which is less 
than one-seventh the size of the TSE's). 

Osaka officials say that financial in- 
stitutions have now got the knack of 
index futures trading, but they may be a 
little premature. Trading on the mem- 
bers' own accounts comprised an un- 
healthy 83% of total turnover in the 
OSFS0 in April, though this ratio is 


JAPAN'S 
ENCOURAGING 
FUTURES 


(Daily average turnovers on Osaka Stock Futures 50 
and Tokyo yen bond futures markets) 


likely to be considerably lower when the 
real thing takes off. For one thing, life 
insurance companies and tokkin fund 
managers have not used the market 
much. The brokers' commission on fu- 
tures trades, as yet undecided, is like- 
ly to be for a lot less than of the cash 
market. 

Osaka is trying hard to make Nikkei 
index futures a success. It increased the 
membership from 58 to 82 when the 
OSF50 opened and now says it will not 
place any restrictions on the number of 
new firms permitted to join. In contrast, 
the TSE says it has no room for more 
members, having just admitted 22 in 
May. The cost of admission is also cheap 
in Osaka. “Out-of-town members," of 
which two are foreign, pay only about 
Y 120 million, a tenth the price of a TSE 
seat. 

But low cost is no substitute for effi- 
ciency. Osaka starts the crucial first two 
months of stock-index futures trading 
without a fully computerised system. 
The TSE will be using a screen-based 
trading technique from the start. The 
OSE's ¥3 billion computer will not be 
ready until September so orders will 
have to be executed on the floor of the 
exchange until then. This is probably 
manageable if trading does not explode 
immediately, but any hiccup could en- 
able Tokyo to steal a march on its rival. 
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210+ Sr specialists say that the market 

for stock-index futures will grow 
large enough to accommodate both the 
Nikkei and Topix contracts in Japan. 
One reason is that investors will be able 
to arbitrage between the two, as well as 
between the cash and futures markets. 
The two exchanges plan to introduce a 
computerised joint account to manage 
margin trades for both contracts. The 
potential for arbitrage may give some 
comfort to Simex if institutions decide 
they can make money by playing off 
misalignments between it and the 
OSE's Nikkei. Exchanges in London 
and Chicago also plan to start Nikkei 
index contracts. 

The rivalry between Osaka and 
Tokyo is not likely to end with the one 
contract. The OSE wants to introduce 
options based on the cash Nikkei index 
next year and options on the index-fu- 
tures contract some time after that. The 
TSE is going to introduce cash options 
on Topix, but not before two more 
bond-futures contractis have been 
| brought in — 20-year Japanese Govern- 
ment bonds on 8 July and US Treasury 
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Note: Yen bond futures daily average turnover 1986 — 
5 Y3.4 trillion: January-June 1987 — Y 7-6 trillion. 

Source: Osaka and Tokyo stock exchanges. 

















bonds next year. The market for 10-year 
Japanese government-bond futures, 
launched in October 1985, has exceeded 
expectations. The value of turnover 
climbed above that of the cash-bond 
market last September and has jumped 
even higher this year. 

The bond market's fortunes have 
been boosted by white-hot competition 
between Japan's banks and the sec- 
urities houses. Unlike stock-index fu- 
tures, where only securities houses can 
trade, the bond-futures market is open 
to both, a big hole in the legal wall 
separating banks and stockbrokers. 

In recent months, banks have be- 
come the largest category of trader in 
this market, accounting for 51% of turn- 
over in the first four months of this year. 
Other financial institutions hardly get a 
look in, accounting for just a tenth of 
business. Banks are doce effort 
into lucrative areas like bond-futures 
trading, now that the growth of their 
lending is constrained by in- 
ternational capital-adequacy 
requirements. 

Banks and securities 
houses will also lock horns in 
a separate financial futures 
market for interest rates and 
currencies. This will be set 
up in the middle of next year 
by Japan's Federation of 
Bankers' Associations. In- 
surance firms will also be al- 
lowed to participate. The 
federation plans to introduce 
contracts for Eurodollar and 
for Euroyen three-month in- 
terest rates, and another for 
the yen-dollar rate. Since 
Japanese investors have a 
massive and growing stake in 
overseas assets, this mar- 
ket annia to be as large 
as those for securities fu- 
tures. 

In an attempt to prevent 
Tokyo pulling further ahead, the 
Osaka-based Kansai Economic Federa- 
tion says it wants a market for currency 
and interest-rate futures in its main city. 
But the bankers' federation has decided 
that a market will be set upin Tokyo and 
has left open the question of establish- 
ing one in Osaka. If the Osaka market 
offers the same contracts as Tokyo, it 
would never get off the ground because 
there is almost no foreign-exchange 
trading in the city. 

Osaka's supporters would like to 
resent their city as the Chicago of 
apan, but this analogy obscures the 

true picture. Like the financial capi- 
tal of US' Midwest, Osaka has a long 
trading tradition. The world's first fu- 
tures market — for rice — was estab- 
lished there more than 200 years ago. 
But Chicago is the world's most vibrant 
futures trading centre because of the 
battalion of “locals” — individuals who 
trade in the pits on their own account. 
Japan does not have such people and 


Osaka has no intention of establishing 
such a category of dealer in the future. 

One way of boosting Osaka's profile 
is to offer futures contracts that Tokyo 
does not have. Another is to become at 
least as internationalised as Japan's cap- 
ital city. This will be difficult. Few in- 
vestors have heard of the OSE and even 
fewer realise it is the fourth busiest 
stockmarket in the world (after the 
TSE, New York and London). The old- 
fashioned, rather grubby OSE building 
is an unprepossessing sight. 

The Tokyo stockmarket is not going 
out of its way to cultivate links with 
other exchanges either, though it has 
been pleased to receive the many offi- 
cials from Chicago, New York, 
Philadelphia, London and elsewhere 
that have sought to cultivate close re- 
lationships with the world's biggest 
share exchange. It is not planning any 
form of mutual-offset system similar to 
that between Simex and the Chicago 


E f 
OSE traders: boosting Osaka's profile. 


Mercantile Exchange, nor does it like 
the latter’s proposed deal with Reuters 
to offer screen-based trading after the 
market has closed. “Reuters has not ap- 
proached us, because they know we 
would reject [such an jog P says Ryoji 
Tanaka, director of the TSE’s stock- 
market department. 

Tokyo is wary of such ties for two 
main reasons. It 1s concerned about the 
difficulties of regulating such an elec- 
tronic market apparently outside the 
bounds of any particular territory. And 
it does not want to lose the business to 
others. One disadvantage is that only 
Japanese futures exchanges suffer a 
transactions tax. The TSE has little 
need to worry for the moment. Japan- 
ese institutions will dive into their 
domestic financial futures markets and, 
though some are already important 
players elsewhere, business will not 
drain away abroad until local investors 
learn to swim. Meanwhile, Osaka is 
Tokyo’s main threat. o 


ECONOMIES 


Blue-ribbon 
discussions 


South Koreans debate how to 
restructure the economy 


By Mark Clifford in Seoul 


presen Roh Tae Woo has begun 

what is per the most sweeping 
re-examination of South Korea's eco- 
nomic policy in the past 20 years. 
Moreover, in a departure from the high- 
handed authoritarian styles of previous 
administrations, Roh's government is 
attempting to put an end to closed-door 
policymaking and to build public sup- 
port for its policies. 

Economic reform is moving on two 
fronts. The pace of change in the coun- 
try's moribund financial sector is quick- 
ening, with interest rates on loans 
scheduled to be deregulated later this 
year. 

Separately, Roh has established a 
blue-ribbon commission on economic 
restructuring with an agenda which 
ranges from a re-examination of South 
Korea's export-led growth policy to a 
debate on agricultural policy. Public 
hearings have been open and have at- 
tracted opponents of government 

licies, such as students and farmers. 

e commission is due to report its find- 
ings in October. 

South Korea's powerful bureacracy 
is not going to lose its broad powers. But 
civil servants and political appointees of 
the new administration are singing a 
new hymn: economic policies must have 
public support. 

The commission on economic re- 
structuring has three tasks: to study 
internationalisation; industrial  re- 
structuring, and social-development 
policies. 

Under the rubric of “internationali- 
sation,” the commission will seek to de- 
velop a policy to open South Korea 
more quickly to foreign goods. At the 
same time, it will seeks ways of minimis- 
ing the damage to — and political oppo- 
sition by — domestic interests that will 
suffer. 

However, the commission is also 
having to bare in mind the changed 
domestic and international political re- 
ality. That means the re-examinination 
of South Korea’s export-led growth 
strategy. “There is a very heated debate 
about whether Korea should abandon 
its export-led growth estrategy,” says 

residential economics adviser Koo 
ohn Young. 

Proponents of a more domestically 
oriented economy argue that all incen- 
tives for exporters should be abolished 
and that the government should not as- 
sist in building up new export indus- 





tries. In fact, financial subsidies for 
exporters are already being phased out, 
and governments in the 1980s have been 
less interventionist. Government in- 
volvement was much less pronounced 
in the development of two key emerg- 
ing export industries, cars and semi- 
conductors, than it was in ship- 
building and heavy chemicals in the 
1970s. 


HB ut as South Korea moves up the lad- 
der of development, technology- 
based industries become more impor- 
tant — and more expensive. A crucial 
part of the debate is whether the gov- 
ernment can or should be neutral to- 
wards possible emerging industries such 
às aerospace and new generations of 
semiconductors. Many businessmen, 
despite their repeated calls for greater 
independence from the government, 
badly want government support. 

In fact, there already is government 
support for the four-megabit semicon- 
ductor development programme jointly 
undertaken by Samsung, Goldstar and 
Hyundai. And the government is giving 
a powerful boost to the aerospace indus- 
try with the FX fighter programme 
(REVIEW, 9 June). But the commission 
would like to determine just how much 
support is appropriate. 

Perhaps the most politically charged 





Reporting an interest 


in freer finances 


T" Ministry of Finance's commission on financial re- |È 
form is winding up six years of labour with indications 
that policymakers are finally serious about reforming South 


Korea's moribund financial sector. 


The reform plan is set to include a loosening of interest- 


| toys. There is a de- 





issue the commission is confronting is 
agriculture. Fewer than one in five 
South Koreans is engaged in farming 
compared with two in five 20 years ago. 
But the country is at a crossroads, with a 
decision looming as to whether farmers 
will be treated as a special case and pro- 
tected with subsidies, or whether ag- 
riculture will be rationalised. “If we 
allow farmers to continue to depend on 
agriculture by making it more and more 
inefficient, then after 10 years we will be 
faced with bigger troubles than we are 
now," says Koo. 

Other industries are heading down a 
slippery slope. Higher labour costs and 
the won revaluation are forcing South 
Korea to confront the problem of indus- 
trial restructuring for its declining in- 
dustries such as 


to recommend policies that will defuse 
the politically explosive issue of eco- 
nomic inequality. Although South 
Korea’s income distribution is one of 
the most even among developing coun- 
tries, its asset distribution is skewed and 
wealth is suspect in South Korea. Rapid 
industrialisation has made these strains 
worse by creating a visible class of free- 
spending nouveaux riche. 

The commission will try to develop a 
blue-print for an ambitious socio-eco- 
nomic safety net by looking at housing, 
the social-security system and labour- 
management reform. 

Whatever the result, the commis- 
sion’s report will be the best guide to the 
country’s economic policies for the next 
five years. o 








shoes, textiles and 


bate over whether 
the government 
should follow the 
Japanese example 
and play a strong 
role, passing 
special laws and 
creating a fund to 
encourage industry 
rationalisation. 

The commis- 
sion’s final task is 





rate controls, the lowering of barriers between bank and 
non-bank financial institutions, and the giving of greater 
autonomy to the central bank and the nominally private 
banks. 

The first step has already been taken and is a revolu- 
tionary move in the context of South Korea’s rigidly 
controlled banking system: the decision to deregulate in- 
terest rates on loans by the end of this year. Interest rates on 
deposits are expected to be deregulated over the next 18 
months. 

Most policymakers think that interest rates are likely to 
spiral up after decontrol. Now, interest rates must be made 
within a band of 10-11.5% annually, but the difficulty of get- 
ting credit indicates that the free-market rate is somewhat 
higher. 

“Interest rates are likely to go up, but in the long-run, 
they will go down,” says Koo Bon Ho, president of the Korea 
Development Institute and chairman of the reform commis- 
sion. Pointing to the country’s 36% savings rate and 31% in- 
vestment rate last year, Koo says “there’s an abundant sup- 
ply of funds.’* 

Interest rates are likgly to go up because the Bank of 
Korea (BoK — the central bank) is squeezing credit in an 
effort to reduce liquidity and dampen inflationary pres- 
sures. 

But the obsessive concern with managing liquidity by 
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targeting an 18% growth rate of M2 money supply may in 
turn disappear. 

Koo says a broader measure of liquidity than M2 growth 
is likely to be adopted. “Japan and Taiwan increased liquid- 
ity without inflation,” he says. “Maybe we should be more 
flexible on this.” 

Freeing interest rates will likely force the pace of other re- 
forms. For one, policymakers hope to phase out the central 
bank’s reliance on forced sales of Monetary Stabilisation 
Bonds as a way of controlling liquidity. Instead, the BoK is 
set to become more independent from the Finance Ministry 
she the power to conduct open-market monetary opera- 
tions. 

Bold as these reforms are compared to the glacial pace of 
change over the past several years, they may still be too timid 
for the country’s large export companies which pay interest 
rates several points above the world rate. 

South Korea’s financial structure is still encumbered 
with large amounts of non-performing loans which the 
reformers concede only time and a healthy economy will 
heal. — Mark Clifford 
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Taiwan power play 


Utility officials may face charges over coal contracts 


By Jonathan Moore in Taipei 


Fi: current and former officials of 
government-owned Taiwan Power 
Co. are facing indictment over charges 
of mismanagement in the negotiation 
of long-term coal contracts with US 
suppliers. The national watchdog body, 
the Control Yuan, is expected to release 
a report later this month on its year-long 
investigation into allegations of corrup- 
tion and negligence surrounding the 
contracts. 

The likely prosecutions will also de- 
liver a warning to officials of other state- 
run bodies that in the more open gov- 
ernment practised since the death in 
January of president Chiang Ching- 
kuo, officials are to be held more ac- 
countable for their actions. 

The investigation covered ir- 
regularities, including suspected pay- 
ment of kickbacks, in eight long-term 
coal contracts signed by Taipower with 
US suppliers in 1980. The contracts cost 
Taiwan as much as NT$2.86 billion 
(US$100 million) because of overpric- 
ing, investigators said. 

Investigators admit, however, they 
have no evidence that bribes were 
taken. A recommendation to prosecute 
would most likely be based on charges 
of negligence. 

The investigation is one of several re- 
cent setbacks for the state-run power 


utility. Taipower has been criticised for | 


mismanagement at its existing nuclear- 
power plants. In March, opposition by 
environmentalists forced the indefinite 
postponement of Taipower's US$5 bil- 
lion fourth nuclear-power station. 

In the latest case, four former execu- 
tives have been barred from leaving the 
country and five executives have been 
questioned: former president Chen 
Lan-kang; former general manager Chu 


Shu-lin; former deputy general man- | 


ager Chen Lan; former fuel director 


Chen Wang-fen, and the current deputy | 


fuel director, Chang Yi-huai. 

Control Yuan officials say the price 
adjustment formulas in the contracts tie 
the price of the coal to US consumer- 
price and labour-cost indices without 


adequate provisions for downward revi- | 


sion due to any decline in international 
coal prices. One contract, for example, 
with Cravat Coal Co., allowed for a 
downward price revision only if the con- 
tract price of coal became "significantly 
higher" than the market price. Control 
Yuan members were told by Cravat that 
a price 50% above market would have 
been considered significantly higher, 
they said. 

Between 1980 and 1987, Taipower 
bought 30 million tonnes of coal from 
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| ter Ginanjar Kartasas- 


j Khoi during which he re- 


the US, Australia and South Africa. 
The US coal, which accounted for 60% 
of purchases, was bought at prices be- 


tween US$39.70 and US$49.97 a tonne, | 


averaging as much as 20% over world 
market prices. Four of the contracts 
were with Cravat, Hawley Fuel, World 
Energy systems and Plateau Mining. 
Pen Holdings Inc., the Tennessee- 
based parent company of Pen Holdings 
Taiwan Inc., held two contracts in the 
name of P&C Bituminous Coal Inc., 
and acted as agent for contracts with 
two others, Angel Mining and Diver- 
sified Fuels. 

The Control Yuan committee inves- 
ügating Taipower's coal deals became 
concerned about the terms of the con- 
tracts during an inquiry into a trial pur- 
chase of two shipments of low-grade 
Alaskan coal that was pushed on 
Taipower in 1986 by US Senate pres- 
sure. Discontented employees inside 
Taipower tipped off investigators about 
the existing contracts. 

The Angel and Diversified contracts 









were taken to arbitration in 1986 after 
Taipower asked that the price be re- 
duced. The Paris-based International 
Chamber of Commerce arbitrated in 
Taipower's favour on 29 April. This will 
compel Pen Holdings to refund more 
than US$5 million. 

The Taipower investigation is seen 
here as possibly the precursor to several 
others, as government officials are be- 
coming more accountable to the public 
and the government itself is less secre- 
tive. Some officials who were formerly 
connected with the late president may 
face closer public scrutiny of their ac- 











can president of Pen Holdi 
the contracts were signed after tl 
energy crisis, when Taiwan made a 
strategic decision, common among re- 
source-poor nations at the time; to di- 
versify fuel sources for power genera- 
tion away from oil. *At the time, those 
contracts looked pretty normal — there 
was no way to predict which way the 
market would go," he said. : 

Whatever the outcome of the investi- 
gation, Taiwan may find it difficult to 
rewrite the contracts, especially with 
US congressmen and government offi- 
cials already unhappy with the trade 
balance overwhelmingly in Taipei's 
favour. 





The politics of oil 


Jakarta and Teheran move closer to an oil barter deal 


By a Correspondent in Jakarta 


AP 
— 





more aggressive na- [; 
tionalist stance by 
Mines and Energy Minis- 





mita is paving the way for 
a counter-trade barter 
deal with Iran. The deal 
could boost Indonesia’s 
non-oil exports while 
conserving its oil and gas 
reserves. 

Prospects for the deal 
seem firmer after a visit 
to Jakarta in late May 
by Iran’s Oil Minister 
Qolam Reza Aqazadeh- 








err non-oil exports boost. 


with counter-trade, we 
find it profitable," said 
the minister, who took 
over the portfolio from 
Subroto in a cabinet re- 
shuffle in March. Sub- 
roto had been reluctant 
to deal with Teheran be- 
cause it might upset rela- 
tions within Opec and In- 
donesia's ties with Saudi 





Arabia. 
Indonesia currently 
imports about 85,000 


barrels per day (bpd), 
used as a cheap sub- 
+ stitute for its own hea- 








newed Teheran's offer to meet In- 
donesia's oil-import needs on barter 
terms. He expanded the range of In- 
donesian goods Iran would accept in ex- 
change for oil to include manufacturing 
products as well as primary com- 
modities. 

Ginanjar said Indonesia was willing 
to negotiate switching some of its pre- 
sent oil imports from Saudi Arabia to 
Iran. “The deal with Saudi Arabia is 
purely business and there won't be any 
problem if we switch to Iranian oil if, 


1 





vier crude which is unsuitable for 
some domestic needs. Indonesia has 
been buying the Saudi light crude 
on the spot market and, more recent- 
ly, from Oman, a non-Opec pro- 
ducer. e 

Aqazadeh-Khoi left Indonesia with- 
out a concrete agreement, though he. 
was optimistic of an eventual deal. 


Ginanjar said that Indonesia was pre- 


pared to buy 30-40% of its oil-import: 


needs from Iran if Teheran could ful- _ 


fil the counter-trade terms. provide 
















































guarantees of uninterrupted supply and | 


offer the oil at a competitive price. In- 
donesia has offered to supply helicop- 
ters, oil platforms and Japanese vehicles 
assembled in Indonesia, alongside tea, 
palm oil and rubber, as part of the 
counter-trade terms. 

. The presence of Iran's Deputy De- 
fence Minister Mahder Nasser Nakh'i 
throughout — Aqazadeh-Khoi's talks 
suggests some defence equipment can- 
not be ruled out if the deal comes off. 
Indonesian-made helicopters could fea- 
ture prominently in the eventual shop- 

ing list — both Iranian ministers vis- 
ited the state-owned aircraft manufac- 
turer, IPTN, in the West Java. 

In the past, inter-departmental dif- 
ferences within the Indonesian Govern- 
ment and foreign policy concerns have 
been major obstacles to any deal. Two 
years ago, a Teheran counter trade offer 
was turned down not because it was un- 
attractive, but because of conflict be- 
tween the Trade Ministry and the state- 
owned oil company, Pertamina. 


he Trade Ministry was attracted to 

an offer that would boost non-oil ex- 
ports — as is the current economic wis- 
dom — but Pertamina was reluctant be- 
cause an inflow of Iranian oil would af- 
fect its production of asphalt. Given 
Pertamina's influence in government 
policymaking, its views prevailed. But 
with reports that Pertamina's president- 
director A. R. Ramly is stepping down 
this month, there are hopes in some 
| quarters that his replacement will 
prove more in tune with Ginanjar's 
thinking. 

The other obstacle was a fear of of- 
fending Saudi Arabia, Jakarta's major 
source of oil imports. Subroto was 
known for his moderate stance on issues 
affecting relations within Opec. But In- 
donesia's compulsion to be bound by 
old ties has been weakened this year 
with the emergence of differences be- 
tween the two countries and often con- 
flicting aims within the oil cartel. 

Meanwhile, Indonesia’s oil produc- 
tion continues to be restricted by an 
Opec quota of 1.19 million bpd imposed 
in. January 1987. Although potential 
production capacity is 1.5 million bpd, 
the output level has been less worrying 


for Jakarta than low prices. Oil pirices | 


have worsened since March after some 
Middle East Opec producers began dis- 
counting crude sales to Japan, In- 
donesia’s main oil market. 

Indonesia has strongly protested 
about. these practices, but has come up 
with its own counter-ploy which is 
claimed to be legal. Much of Indonesia’s 
crude sales to Japan pass through two 
Japanese trading firms — Far East Oil 
Co. and Japan Indonesia Qil Co. — in 
which Pertamina holds shares. Al- 
though Pertamina sells at the official 
Opec prices, the two buyers legally sell 
the oil on to Japanese end-users at 
cheaper prices. 
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A yen to go overseas 


Japan is investing abroad, but in services industries 


By Charles Smith in Tokyo 


D irect overseas investment by Japan- 
ese companies increased by 49% to 
US$33.36 billion in the fiscal year to end- 
March, according to the latest batch of 
Ministry of Finance (MoF) figures. 
More than three-quarters of this con- 
sisted of services, including finance and 
real estate. 

But much of the growth came from a 
105% increase in offshore manu- 
facturing investment. Many companies, 
hurt by the strength of the yen, appear to 
have been setting up facilities overseas. 
Loans and equity purchases connected 
with the establishment of offshore manu- 
facturing facilities were worth US$7.8 
billion during the fiscal year compared 








with US$3.8 billion in 1986, Within the 
manufacturing sector, the star per- 
former was the electronics industry, 
which spent US$2.4 billion, up from 
US$987 million in 1986. 

A breakdown by region shows that 
the US lost ground to both Europe and 
Asia during 1985 but, nevertheless, re- 
mained by far the most important desti- 
nation for Japan's direct investment. It 
absorbed 44% of the total. Within Asia, 
the ministry figures show a four-fold in- 
crease in the flow of funds to China 
(from US$226 million to US$1.27 billion) 
and a doubling of investment in Hong- 
kong (from US$502 million to US$1.07 
billion). 








Bangkok solves the most urgent of its congestion problems 


By Paul Handley in Bangkok 

B angkok's Khlong Toey port was 
back to its normal level of conges- 

tion on 1 June, after last-minute cabinet 

intervention forced the port authority to 

allow vessels to use shipboard cranes to 

move containers. The cabinet decision 


| ended three months of severe port con- 


gestion and ship delays due to a politi- 
cally backed crane-service monopoly, 
and culminated two weeks of buck-pass- 
ing over who would order the crane 
operator out, and how. 

The cabinet acted when it was clear 


a major international shipping confer- | 


ence would apply a heavy congestion 
surcharge on Thai exports from 1 June, 
and when six port labour unions 
threatened to strike. The conference re- 
scinded the surcharge two days after the 
crane monopoly was ended. 

The port still faces serious problems, 
though Bangkok-based shipping agents 
say they will now likely be able to main- 
tain regular departure schedules. Ship- 
owners also expressed doubts at the an- 
nounced intentions of the Port Author- 
ity of Thailand (PAT) to make the 
former navy port at Sattahip, 200 km 
southeast of Bangkok, into a viable al- 
ternative to Khlong Toey. 

Shippers say using their own cranes 
will not solve the problems a trade 
boom has brought on the Bangkok port. 
While the East Quay (the main con- 
tainer terminal) at Khlong Toey can 
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handle smoothly a throughput of maybe 
500,000 twenty-foot equivalent units 
(teus) a year, forecasts point to a 1988 
year-end volume of more than 700,000 
teus. The port will begin installing pur- 
pose-built gantry cranes by the end of 
this year. But this will only bring limited 
relief to the crowding, which is likely to 
continue until the opening of the Laem 
Chabang deep-sea port in 1989-90, on 
the eastern seaboard. 

The main problem at Khlong Toey is 
ground congestion. Containers are held 
and stuffed inside the port area, which 
means a lot of excess traffic in the port 
area from cargo owners. Several ship- 
owners have already acquired property 
away from the port with the intention of 
packing and customs-clearing the con- 
tainers in private yards. However, 
strong resistance from the powerful port 
unions and little support from other 
government bodies have prevented 
their proposals from gaining approval. 
Meanwhile, part of the port storage 


| area is covered with imported used lux- 


ury automobiles, which dealer-import- 
ers often leave parked in the port until 
they find a buyer. 

The Sattahip port physically is an al- 
ternative, but it was not until the begin- 
ning of June that PAT expressed in- 
terest in making it commercially opera- 
ble. However, shipowners remain scep- 
tical because of the weak infrastructure 
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Contrary to the hopes of the Hong- | 
kong and Peking governments, these fig- | 


ures do not seem to reflect a rush by Ja- 
panese companies to build new factories 
in either place. Investment in Hongkong 


was mainly in real estate, according to | 
the MoF. The figures for China turn out, | 
rather surprisingly, to have included a | 


3139 billion (US$1.1 billion) loan ex- 
tended by the Export Import Bank for 
offshore oil development. 


Japanese manufacturing investment | 


in China is “on the point” of rising sharp- 


ly, according to bankers and securities | 


companies officials. But the flow of 
funds into Chinese manufacturing in 


1987 seems to have been less than to a | 


number of Southeast Asian countries. 
Investment in Thailand, said to be the 
most popular country in the region for 
offshore production, jumped from 


US$124 million in 1986 to US$250 mil- 
lion in 1987 . 

Japan's direct overseas investment 
was still dwarfed in 1987 by its indirect 
investment (puchases of foreign stocks ! 








| linking Sattahip with Bangkok, where 
most industry is based. 

Currently the port is served by road 
and rail, but neither is satisfactory. It is 
an "excellent port and an excellent rail 
link," says a foreign shipper, but there is 
no suitable inland cargo depot for load- 
| ing containers on to the railway. The 
government has been looking at build- 
| ing a depot at Bang Sue, on the northern 
| edge of Bangkok, for more than a year. 
| But opposition has sprung up from sev- 
| 





eral quarters, notably potential users, 
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and bonds by institutional and private 
investors). But the balance has shifted 
drastically since early 1987. Whereas the 
ratio of direct investment to net indirect 
investment was roughly one to five in 
1986 (US$109.7 billion of indirect invest- 


rect investment flows (US$74.4 billion 
against US33.4 billion). 

The change is a healthy one in the 
| sense that a larger portion of Japan's 
vast external surpluses is presumably 
now being used for productive purposes. 
Another point stressed by economists is 
that more offshore manufacturing 
should ultimately mean less exports 
from Japan and thus, in the long-run, a 
fall in the size of the trade surplus. But 
economists also stress that there is still a 
long way to go. In 1984, the year before 
the yen began to strengthen, less than 
5% of the manufacturing capacity 
owned by Japanese companies was lo- 
cated overseas. 
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| tally a little over double the value of di- 
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ment vs US$22.3 billion of direct invest- | 
ment). Last year’s indirect investment 








because of Bang Sue’s out-of-the-way 
location and existing congestion. Most 
would prefer to see an inland cargo 
depot at Bang Na, in southeast 
Bangkok, but a move on that proposal is 
unlikely before 1989. The government 
has engaged consultants to study depot 
proposals and report by the end of the 
year. 

The distance to Sattahip still daunts 
potential users. PAT has said it will re- 
duce port fees, currently in line with 
those of Khlong Toey, to offset the dis- 
advantage. This would help, a 
couple shippers say, and some 
are talking to PAT about the 
possibility of using the port 
fed by trucked cargo. With the 
right incentives, said one, 
“you can get Sattahip up and 
running within a month.” 

Nevertheless, he con- 
ceded, the roads are not ideal, 
and the supply of vehicles to 





the port is tight. 

If Sattahip is viable, it 
could handle half of the vol- 
ume of Khlong Toey, or 
maybe 250,000 teus. But with- 
out backup facilities, espe- 
cially the inland depot, one 
shipper said, Sattahip is pretty 
much out of the question. 
Cargo owners will neither 
want to deliver nor retrieve 
cargo at Sattahip because of 
the distance, he argued, add- 
ing that even with lower port 
fees the costs to cargo owners 
could not be reduced enough. 
“Even if they give it to us 
free of charge, we cannot use 
it.” 
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The international trading house active 
in pulp, paper, machinery, chemicals, 
timber, building material, 
textiles, foodstuffs, 

steel, consumer goods. 


Clef Manson 


Fórsta Lánggatan 17, S-413 80 Góteborg, Sweden 
Tel. + 46 31 85 60 00, Telex 2530, 
Telefax + 463112 67 35 . 


Subsidiaries in Barcelona, Basel, Bejing, Bombay, Copenhagen, 
Drammen, Genes, Hamburg. Helsinki, Hong Kong, Jakarta, 
London, Melbourne, Milan, New York, Paris, Sao Paulo, 
Singapore, and Tokyo. Sales agents in 110 countries. 





TOKYO OFFICE: Elof Hansson 
Toranomon Building, 21-19, Torar 

Minato-Ku, TO il, ` 
Telex: 242-4404, x (81) € " 
































a IPIE... 
ACC factory at Gagal in Himachal Pradesh; trying 





COMPANIES 


Cement scrip wrangle 
Indian company has second thoughts on debenture issue 


By Lincoln Kaye in Bombay 


I llth biggest company, As- 
sociated Cement Corp. (ACC), has 
chosen to let its convertible debenture 
issue go undersubscribed rather than 
submit to. what chairman Nani Pal- 
khiwala described as a "raid" by outside 
groups. 

The wrangle over debenture allot- 
ment has set some of Bombay's top 
businessmen bickering, sparked ru- 
mours of a split within the Tata group, 
the country's premier business house, 
tarnished a leading merchant bank and 
undermined established capital issue 
practices. 

Ranged on one side of the con- 
troversy is Palkhiwala — Tata execu- 
tive, former ambassador to the US, 
and a leading business spokesman. Pit- 
ted against him is a coterie of unlikely 
"raiders," including two Tata com- 
panies and aristocratic textile magnate 
Nusli Wadia, a high-profile Tata as- 
sociate. 

ACC's own deputy chairman, P. S. 
Mistry (one of the biggest Tata 
shareholders), was caught in the cross- 
fire when his debenture application, 
too, had to be rejected. 

Barely two months ago, all these par- 
ties were on cordial enough terms for 
ACC and its merchant bankers, J. M. 
Financial, to tufn to them for help in 
selling out the company's Rs 268 million 
(US$19.85 million) convertible deben- 
ture issue. As the mid-April closing date 
neared with the issue barely half sold, 
J. M. (reportedly with Palkhiwala’s bless- 
ing) scrambled to place the remaining 


paper with some of its better-heeled 
corporate clients. 

The debentures were going begging 
partly because of the bearish stock- 
market climate. Each Rs 125 debenture 
was eligible for early conversion into an 
equity share — a bargain considering 
that the stock was then quoted at Rs 135 
and had sold as high as Rs 241 before the 
bourse hit the skids last year. Against a 
turnover of Rs 8 billion, ACC has assets 
of Rs 4 billion and a book value of Rs 
| 355 per share: prime takeover bait. 


evertheless, ACC's existing share- 

holders, including the govern- 
ment’s financial institutions, which hold 
a 42% stake, spurned the debentures. 
Part of the apathy might have stemmed 
from previous ramping of ACC’s share 
price when boardroom insiders had al- 
legedly cashed in on rumours — later 
quashed — of generous bonus issues. 
| Then, too, ACC's performance had 
foundered due to excessive expansion, 
rising input costs, obsolete plants, heavy 
tax levies and enforced giveaway sales 
of cement to government units. 

To modernise and diversify its way 
out of these woes, ACC had a newly in- 
stalled managing director who wanted 
to gear up on a stronger equity base. 
The latest debenture issue represented 
a 6576 capital expansion. 

“But [the merchant bankers] should 
have stuck to selling the debentures, in- 
stead of selling the company," com- 
mented one investment analyst of J. M. 
"What we're looking at is Índia's first 
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J outbreak of “Wall Street amnesia,’ 
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which leads merchant bankers to forget 
who they're working for." 

To the Rs 145 million already in 
hand, J. M.’s solicitations added, at the 
lith hour, another Rs 295 million, rep- 
resenting just five high-rollers: Wadia, 
Mistry and Calcutta builder Mahendra 
Swarup, plus corporate investors Tata 
Tea and Tata Chemicals. At that point, 
the company became nervous about 
suddenly gaining so many sizeable 
shareholders. Previously, 75,000 own- 
ers held scrip, but the only shareholders 
with stakes larger than 1% were institu- 
tions. 

To avoid upsetting its boardroom ba- 
lance, ACC barred all the high-rolling 
applicants except Swarup. The rejected 
applications totalled some Rs 245 mil- 
lion. Palkhiwala explained that, except 
for Swarup, the others had disqualified 
themselves by applying under nominee 
names on borrowed forms — a scruple 
which had seldom troubled Indian capi- 
tal issuers before. 

Paradoxically, Mistry had originally 
applied under his own name, but in a 
lower allotment category since he had 
earlier renounced his rights in the de- 
benture issue. When the glut of appli- 
cants became apparent, after the issue 
had already officially closed, Mistry’s 
bid was switched into the name of a rela- 
tive who still had rights in the issue. 

Wadia wrote a scathing letter to Pal- 
khiwala denouncing the board's con- 
duct as "unethical and discriminatory." 
To save face, Mistry's bid, had finally to 
be thrown out along with the others as a 
nominee application — proof, Pal- 
khiwala said, of ACC's “tough moral 


| standards." 


Less lofty motives might also have 
influenced protagonists on both sides, 
market observers suspect. Intense rival- 
ries reportedly seethe just under. the 
polished surface of the professionally 
managed Tata group. Many of the flag- 
ship Tata companies are due for a 
change of guard soon. ACC used to bea 


| Tata affiliate before the parent com- 


pany divested its stake. 

Palkhiwala sits on the board of many 
other Tata subsidiaries, but lately was 
bypassed for succession to the helm of 
the prestigious Tata Electric Locomo- 
tive Co. 

ACC's continuing vülnerability to 
takeover ploys is underscored by the 
7% stake amassed by the Swarups, the 
only big debenture applicants to suc- 
ceed. They were able to build this stake 
for the relatively modest outlay of Rs 50 
million. 

After all the wrangling, the issue 
wound up Rs 68 million shy of its target 
— a back-handed blessing, perhaps. 
Favourable regulatory changes in the 
cement industry have bid up ACC's 
share price by more than 75% (to nearly 
Rs 215) between the close of the issue 
and the debentures’ 1 June conversion 
date. . i o 

















ON OUR 25TH ANNIVERSARY, 
WE VE GOT ONLY TWO WORDS 
TO SAY TO OUR GUESTS. 
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A QUARTER CENTURY PERFECTING 
TAE EINE ART OF HOSPTTALITY 
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It is not every day you find an established inter- 
national bank that has a particular commitment 
to the Asian region. 

But then, Banque Indosuez is not an everyday 
kind of bank. 

Their clients rank among the most influential 
corporations and business people in the world. 

Clients who demand a personal relationship 
with a bank that will be as resourceful, and pro- 
gressive as they are. 

After more than one hundred years in 
Asia, Banque Indosuez has a depth of ex- 
perience and knowledge which makes them 


Worldwide strength. Asian commitment. 


an enduring force in the region. 

And across a network of offices in 65 countries, 
they have provided imaginative banking solutions 
for projects all over the world, such as the Euro 
Disney venture in Europe and the Second Hong 
Kong Cross-Harbour Tunnel Project. 

Consistently producing a performance which 
ensures that they remain leaders in their field. 

Keeping ahead in the local and international 

financial markets is a demanding tradition to 
maintain. 
But for Banque Indosuez, it will always 
be a matter of commitment. 


^ BANQUE INDOSUEZ 
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Hong Kong Head Office: Alexandra House, 11 Des Voeux Road, Central. Telephone: 5-265411 














That's right... you can win millions by picking your own numbers playing Lotto 6/49—Canada's most popular 
Government Lottery. In fact, last year Lotto 6/49 paid out $354,736,589.00 in ALL CASH PRIZES. And it's all 
free of Canadian taxes. There are two draws each week for a grand prize guaranteed to be not less than 
$1,000,000.00 with many millions more in secondary prizes. Grand prizes often run into the millions and have 
been as high as $13,890,588.80. Imagine what you could do with that much cash! This is your opportunity to 
find out because now you can play the lottery that's making so many millionaires in Canada. 


WHAT IS LOTTO 6/49? 


Lotto 6/49 is the official Canadian version of 
Lotto—the world's most popular form of lottery. 
it's the lottery in which you pick your own 
numbers and it's called "6/49" because you 
select any 6 of 49 possible numbers from 1 to 
49. Your numbers are entered in the Lotto 6/49 
computer system and if they match the six 
winning numbers chosen in the draw—you win 
the grand prize. Or if you have only 3, 4 or 5 
numbers correct you win one of thousands of 
secondary prizes available. 


HOW CAN I PLAY? 


Complete the attached order form and send it 
to Canadian Overseas Marketing along with. 
the necessary payment. Your numbers will 
automatically be entered for the specified 
length of time. You may select from 1 to 6 
games for 10, 26, or 52 weeks. Each game 


ORDER TODAY! 


Mark six numbers on each game board 
you wish to play. 





PICK YOUR PLAN — Check only one box below next to the 
option of your choice. ALL PRICES IN U.S. FUNDS 


FREE BONUS 


























_ TOWEEKS 26 WEEKS 52 WEEKS 

(20 Draws) (52 Draws) (104 Draws) 

1Game ©$ 45. (1$112. (1$ 225. 
2Games (1$ 90. O $225. © $ 450. 
3Games (1 $135. (1 $337. 0 $ 675. 
4Games ($180. 0O $450. $ 900. 
5Games ($225. (1 $562. 0 $1125. 
:6Games ($270. O $675. $1350. 
VALID ONLY WHERE LEGAL YE-20 


Not available to residents of Singapore 


gives you another chance at the grand prize for 
every draw in which you are entered. You 
receive a "Confirmation of Entry" by return 
mail acknowledging your order and indicating 
the numbers you have selected as well as the 
draws in which they are entered. 


HOW DO I KNOW WHEN | WIN? 


You will be notified immediately when you 
win a prize of $1,000.00 or more. Also, a 
complete list of all winning numbers will be 
sent to you after every tenth draw so that you 
can check along the way to see how you are 
doing. At the expiration of your subscription 
you will be sent a final statement of your 
winnings. All prize money will be converted to 
any currency your wish and confidentially 
forwarded to you anywhere in the world. 


So mail your order today—the next big 
winner could be you. 


PRIZE BREAKDOWN (Actual Sample of One Draw) 
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PRIZES 
1ST PRIZE 
8 OUT OF 6 REG. NUMBERS 1 $13,890,588.80 
ND PRIZE 
5 T OF 6 PLUS BONUS EN $443,481.60 
3RD PRIZE 
RO PRIZ 716 $3,704.70 
4TH PRIZE 
4 OUT OF Š $139.30 
5TH PRIZE 
3 OUT OF 965,112 $10.00 
TOTAL PRIZES TOTAL PRIZE VALUE 
1,014,756 $37,443,228.10 





* All prizes quoted in Canadian dollars. 


1st, 2nd, 3rd, and 4th prizes are calculated on a percentage of 
the total prize pool. Since the prize pool fluctuates from draw 
to draw, the size of the prizes will vary from the size of the 
prizes shown above. 


Canadian Overseas Marketing 
PO. Box 48120, Suite 1703-595 Burrard St., 
Vancouver, B.C. Canada V7X 184 
Telex: 04-507822 
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Today, big business has muscle. It knows what it wants 
from its telecommunications, and it expects to get it. 

Big business also has brains. It knows that a 
choice of telecommunications systems exists, and it 
knows how to use that choice. 

It may choose to set up a private network, PBX- 
driven. 

It may choose to get its services, under its own 
control, in the public network. It may choose to do both. 

But whatever business subscribers choose. 
it means increasing opportunities for a Telephone Com- 
pany to provide new and different combinations of 
services. 

Ericsson's AXE switching system makes the most 
of those opportunities zow, with a new bolt-on package 
of services for business subscribers. 


A Telephone Company with a digital AXE network 





can now offer advanced intra-corporate communications. 


It can offer a modern Centrex service (an altern- Business Communication Services in AXE: 
ative to PABX, providing all the services of a PABX but new network concepts for subscriber satisfaction. 
within the public network). Ericsson Telecom provides total public telecommuni- 

It can offer multi-site intra-corporate Virtual cations capability - the future-proof, multi-facetted 
Network Services (which effectively provides a service symbolised by the Ericsson Telecom diamond. 
switched network under subscriber control within the Functions in AXE can be combined at exchanges 
public network). or network nodes to offer a package tailored precisely 

Or it can tailor combinations on demand. to the service needs of an Administration, or the 

AXE: new and exciting services for Telephone subscribers - a unique capability based on the open- 
Companies to offer ... new ways to earn revenue to endedness of the AXE concept. 
invest for subscribers in the networks of the future. The architecture of AXE, with its fu]l functional 
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link between software modules in fixed exchanges, 


a 
rigidly defined and dimensioned. E RICSSON n 


Instead, clusters of features and services can be Ericsson Telecom, S-126 25 Stockholm, Sweden 


assembled at special service switching centres to satisf F 
: F E SRM To: Ericsson Telecom, Dept M/YX, S-126 25 Stockholm, Sweden 
the needs of subscribers economically. Please send me details on business communications packages in AXE 
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Or the same features can be provided in new local 
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switches, interfacing if required with such future 
Organisation 
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The outcome is a network designed from demand — 
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West German chemical industry: 
strong international presence 


The chemical industry has 
long been one of the main 
engines of economic growth 
in West Germany. Although 
recent years have seen only 
a modest expansion of econ- 
omic activity, the sector has 
managed to hold its own; 
indeed, it turned in a better 
performance than manufac- 
turing industry as a whole in 
1987, and will probably out- 
strip it again this year~which 
is a clear indication of the 
sector’s efficiency. 
With an export ratio of 
over 50%, the West German 
chemical industry is one of the 
country’s most export-inten- 
sive sectors; in fact, virtually 
one job in two depends on 
foreign orders. In 1987, de- 
‘liveries abroad were worth 
DM 70 billion, thanks not 
least to the industry’s broad 
array of products and its 
highly developed knowhow in 
the fields of production and 
process engineering. Two- 
- thirds of West German chem- 
ical exports go to Western 
Europe, a further 10% to the 

` US dollar zone, and just over 
3% to Japan. 

Despite its strong export 
orientation, the chemical in- 
dustry has been able to cope 
more effectively than other 
sectors with the adverse 
effects of the US dollar's 
slide, primarily because of 
reduced production costs. 
Naturally, the weaker dollar 
has made exporting more dif- 
ficult; German firms are now 
up against tougher compe- 
tition in wofld markets— 
above all, from their US 
rivals. Yet the lower dollar and 


cheaper oil have brought 
down the prices of the sector’s 
petroleum-based production 
inputs. At the same time, the 
prices for other raw materials 
and feedstocks bought on 
world markets and paid for in 
dollars have also declined. In 
1986 alone, for example, West 
Germany’s three leading 


funds committed to research 
and development. Indeed, 
with a 10% share of gross 
value added, the sector 
accounts for a full 12% of all 
industrial investment in West 
Germany. In 1987, its gross 
investments in fixed assets 
in West Germany totalled 
DM 8.5 billion, an increase 
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chemical concerns saved an 
estimated DM 5 billion in this 
way. These cost reductions 
enabled the sector to hold its 
export prices at competitive 
levels despite the appreciation 
of the D-mark. As producer 
prices fell by 896 between 
1985—when the dollar was at 
its peak—and the start of 1988, 
lower costs have helped the 
sector to maintain its good 
earnings performance—and 
here it has fared better 
than other export-intensive 
sectors. 

The resilience ofthe chem- 
ical industry is bound up 
with its high level of capital 
spending and the extensive 
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of 5% over the previous year, 
and in 1988 they will reach a 
record DM 9 billion. Comple- 
menting these expenditures 
at home are the industry's 
investment outlays abroad, 
which were equivalent to 
roughly DM 4.5 billion in 
1987. Moreover, R & D spend- 
ing amounted to DM 9 billion 
in 1987—or 5.396 of the indus- 
try's overall sales, as against 


4.596 in the US chemical sec- 
tor, and 3.596 in Japan. Thanks 
to the high standards it has 
achieved in product inno- 
vation and process engineer- 
ing, the West German chem- 
ical industry can confidently 
expect its growth to continue. 


Focus on environmental 
protection 


With pollution a matter of 
growing concern worldwide, 
investment in environmen- 
tally safe production pro- 
cesses and equipment is a 
must, and firms which utilise 
such technologies to supply 
their customers with environ- 
mentally sound products can 
look forward to future busi- 
ness expansion. Today, 1096 
of the capital spending of 
the West German chemical 
industry is channelled into 
efforts to protect the en- 
vironment. 

The German chemical 
sector was also quicker than 
other branches of industry 
to realise that direct foreign 
investments were a necessary 
complement to its exports, 
As a result, it now has pro- 
duction facilities in all the 
expanding markets abroad, 
particularly in the U.S.—easily 
the largest single market for 
chemical products—and, more 
recently, in the Far East, con- 
centrating on Japan. Through 
this stronger focus on foreign 
production, the major Ger- 
man chemical companies 
have developed into true 
multinationals, with exports 
and sales of products manu- 
factured abroad currently 
accounting for about two- 
thirds of the group turnover 
of the three largest firms. 
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€ HOW reassuring it is to know that 
the Chinese Wall is as impervious as 
ever — and in Malaysia of all places! 
While market. regulators everywhere 
are grappling with the problem of how 
to stop corporate financiers from talk- 
ing to their in-house scrip salesmen, 
Morgan Grenfell Asia Securities has 
shown the world that Kuala Lumpur has 
nothing to worry about. Where else, 
Shroff asks proudly, would a securities 
house issue a sell recommendation for 
the shares of the same company for 


which its parent bank is trying to raise | 
M$1.65 billion (US$639.5 million) in | 
1 | placed through Rashid Hussain at M$4, 
| with instructions to find stable, long- 


project finance? 

The company in question is United 
Engineers (Malaysia) (UE), whose 
shares were relisted on the Kuala Lum- 
pur Stock Exchange on 18 May, after a 
five-year suspension. The brave boys at 
Morgan Grenfell's securities unit issued 
a research note the same day, saying the 
counter was fully valued at M$3.50 — a 
rather lower price than the M$3.98 
noon closing and a full Malaysian dollar 
below the pre-listing grey market price. 

To the surprise of no one, the man- 
agement of UE were rather peeved by 
the suggestion that their stock was not 
the greatest bargain since the privatisa- 
tion of gaming company Sports Toto. 
The usually smooth and 
unperturbable executive 
vice-chairman -of UE, 
Halim Saad, sent off a 
flurry of angry missives. 
Meanwhile, UE’s local 
broker, Rashid Hussain 
Securities, needed little 
prodding to start an ur- 
gent damage-control op- 
eration as one month ear- 
lier it had issued a predict- 
ably upbeat “buy for 
medium- and long-term 
investment” recommen- 
dation. 

Some members of the 
public did not wait for any 
prompting from Morgan 
Grenfell to sell UE, how- 
ever. The share price 
failed to meet its expected 
opening price of between M$5 and M$6 
and ended the day at M$3.88. Canny lo- 
cals had taken advantage of the preced- 
ing hype to get rid of 2.9 million shares 
(or 4% of the issued ordinary capital) in 
one day — mainly to greedy foreign in- 
whose interest had been 
piqued by Malaysian opposition politi- 
cians’ allegations last year that UE 
stood to make M$54 billion from its con- 
tract to privatise the country's North- 
South Highway. 

(These allegations had been denied 


by the government — whose main coali- 








tion component, the United Malays 
National Organisation, controls UE 
through 33% shareholder Hatibudi — 
and by UE itself. But fund managers 
think they know a nudge or a wink when 
they see one.) 

Halim Saad's ire at Morgan Gren- 
fells “sell” 
have been a little more credible if he 
himself had not sold 44% of Hatibudi’s 
UE shares on the first day of relisting. 
But on reflection, he was probably more 
upset at the M$3.50 a share valuation 
rather than anything else. 

Hatibudi's block of 11 million was 


term foreign institutional buyers. 
Within a week of the placing, however, 
the UE price was down to M$3.30. 

In an uncommon display of respect 
for the clout of such a new broker, 
Rashid Hussain is now largely blaming 
Morgan Grenfell for the collapse of the 
price. At the same time, it has conceded 
that the timing of the relisting was 
wrong. Other brokers say, however, 
that Rashid Hussain itself is to blame. 

Out of the 11 million that Rashid 
Hussain was supposed to have placed 
with strong, long-term holders, only 


recommendation would | 








| miffed than before 














gapore-based former parent, United 
Engineers Ltd (UEL). Foreign clients 
of Rashid Hussain are now even more 
the placing has 
established a new benchmark for the 
counter, which will take it some time to 
shake off. SE 
No doubt UEL was convinced by the 
Morgan Grenfell report — and by the 
behaviour of the market — that M$3.20 
was the best price it could expect to get. 
€ RALEIGH'S chief executive Patrick 
Low has been doing the roünds of the 
Kuala Lumpur houses recently, seekin 
additional underwriting of his M$253. 
million rights issue; which he intends to 
use to finance his acquisition of 6296 of 
Sports Toto (REVIEW, 26 May). For 
those interested, here is the tally so far: 
EPF, Mara and B&B Enterprises, 





| M$85.7 million; Arab-Malaysian Mer- 


chant Bank and Asia International Mer- 
chant Bankers, M$80.0 million; Com- 
merce International Merchant Bankers, 
M$20.0 million. i! . 

So underwriting still needed is 


| M$68.0 million. Anyone fancying them- 


selves as an underwriter should take 


| note of Commerce International's pre- 
| sence on the tombstone. The merchant 
| bank is controlled by the same people as 


some 6 million, say other brokers, | Hatibudi. That fact, along with the deci- 
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found their intended homes. They claim 


that the remainder was funnelled 
straight back into the hands of locals 
seeking to make a quick turn. When the 
price began to falter, these locals 


| panicked and dumped their UE shares 


in the market, triggering off an even 


| more precipitous decline. 


€ THEY sull teach vou in Britain that 
you should not kick a man when he is 
down. Morgan Grenfell did just that less 
than a week later, however, when it 
handled a placing of 11 million UE 
shares at M$3.20 on behalf of UE's Sin- 
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sion by state holding com- 
any, Minister of Finance 
ncorporated, to sell its 
30% stake in Sports Toto 
to Raleigh should con- 
vince any remaining 
Doubting Thomases that 
all necessary government 
approvals for the issue 
will be given. 

One man fervently 
hoping so must be Vin- 
cent Tan Chee Yioun. 
Tan, it will be remem- 
bered, was the lucky man 
who took Sports Toto 
private through his B&B 
Enterprise vehicle in 
1985 and then sold a 
controlling stake to as- 
sociate Berjaya Corp. in 

i an eight-Berjaya-for-one- 
Sports Toto share swap last year. 

A little bird tells Shroff that B&B 
bought the Toto shares off the govern- 
ment at M$1 par, which means that 
the effective acquisition cost of its 
113.7 million Berjaya shares was 
12.5 M cents each. The Raleigh offer 
values Berjaya at M$1.60 a share, 
indicating that B&B will have made 
a clean profit of M$129 million on 
its initial investment, even after buy- 


ing Berjaya's 20% stake in Raleigh for. 


M$38.81 million cash. Not bad, Vin- 
cent, not bad. des 
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Sound electronics strategy 


Southeast Asia offers Sony low-cost production and new markets 


By Carl Goldstein in Singapore 
ony Corp. has launched a broad ef- | 
fort to build a manufacturing base in 

Southeast Asia. As a result of the beat- 

ing the Japanese electronics giant’s rev- 

enues and profits have taken from the 
effects of the strong yen, Sony is moving | 

a significant portion of its world-wide | 

production to low-cost locations in | 

Southeast Asia. | 

Just as important, the company is 
aiming to exploit new markets in a re- 
gion that promises the fastest growing 
sales in the world. 

Sony is investing US$150 million 
over a two-year period to set up four 
plants in Singapore, Malaysia, and 
Thailand. Sony Precision Engineering 
Centre (SPEC), a sophisti- 
cated manufacturing and 
software design facility, 
began production in Sin- 
gapore last July. Three 
other factories — Sony 
Electronics Malaysia in 
Penang, Sony TV Video 
(Malaysia) in Kuala Lum- 

ur, and Sony Magnetic 
roducts (Thailand) near 

Bangkok — are scheduled 

to start up. 

If the new strategy is 
successful, Sony will be on 
its way towards becoming 
a more truly international 
company than it has been. 
Already, its overseas staff- 
ing is starting to reflect 
the change: Sony has some 
70 expatriate executives 
based around Southeast 
Asia and Hongkong; two years ago, 
there were fewer than 10. 

The shift of production will have a 
more profound impact on the company. 
While Sony has long enjoyed booming 
sales in North America and Europe for 
its consumer electronics products, it has 
always followed a policy of keeping the 
lion's share of production at home. 

Last year, overseas sales accounted 
for two-thirds of total sales. Yet foreign- 
based production represented only 25% 
of the whole, as of the end of March. 
Sony's long-established factories in the 
US and Western Europe accounted for 
nearly all of this relatively small slice of 
total production. 

. In the past, gff-shore production had 

a dual purpose. It put at least part of 

output close to the custagners. It also 

helped Sony avoid problems created by 
tariffs or other import barriers in 

Europe and North America. 

But now, under pressure from the 
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strong ven's effect on overseas sales, 





HY 


plus rising costs at home, Sony has come 
to a realisation most US and European 
multinational corporations made dec- 
ades ago: the necessity of moving pro- 
duction offshore to slash costs. 

“We realised we couldn't survive un- 
less we started taking advantage of the 
lower labour costs in Southeast Asia," 
said Mitsuo Kutsukake, managing di- 
rector of Sony Corp. of Hongkong. 
Even Singapore, with the highest- 
priced labour in Asia outside of Japan, 
offered hourly wages at the equivalent 
of US$2.37 in 1987. This was only one 
fifth of Japan's average US$11.34, ac- 
cording to a US government study. 

The current factory-building pro- 
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gramme is aimed at pushing up the re- 
gion's share of total off-shore produc- 
tion to at least 50% , according to Takao 
Yuhara, director of Sony International 
(Singapore). His company serves as the 
Sony's financial and logistical head- 
quarters for Southeast Asia. 

Yuhara and Sony officials in 
Bangkok and Hongkong said overseas 
production's share of total company 
output would rise substantially during 
the coming years, though they declined 
to specify a precise target. An industry 
analyst said he thought the goal was 
35% by 1990. 

Sony's new strategy is to counter falls 
in revenues and profits as a result of the 
rapid rise of the Japanese yen over the 
past two- and-a half vears. During the 
17 months through March 1987, sales 
fell by 6% in yen terms compared to the 
year-earlier period. Net profits plum- 
meted 4676. (Sony added a special five- 
month accounting period ending March 
1987 to effect a changeover in its fiscal 















year, which now begins in April in con- 
formance with usual Japanese practice.) 
Results for the year ending 31 March, 


; released 25 May, indicated the worst was 


over. Net income shot up 47%, to * 36.7 
billion which Sony showed in the ac- 
counts as US$294 million — an exchange 
rate of 125 yen to the dollar. Total rev- 
enues took asomewhat more modest up- 
ward turn, rising 10% to € 1.457 billion, 
or US$11.6 billion. 

The sharp improvement resulted 
primarily from company-wide cost-cut- 
ting measures, together with surging 
domestic demand for Sony's consumer 
products. It is still too soon for the shift 
to off-shore production to have begun 
contributing significantly to company 
results. 

But the experience of sinking sales 
and profits during the earlier period had 
clearly proved traumatic for a company 
grown accustomed to years of steadily 
rising numbers. Thus, the need for more 
fundamental steps to cut manufactur- 
ing costs — particularly by shifting 
off-shore — remained no 
less urgent. 

Besides the attraction 
of cheap labour, Southeast 
Asia's market potential 
serves as an equally power- 
fullure for Sony. Company 
officers in Singapore, Bang- 
kok and Hongkong said 
the booming economies of 
many countries in East and 
Southeast Asia are lifting 
the buying power of local 
consumers so auch that 
the region will be Sony’s 
most important new mar- 
ket in coming years. 

Right now, sales of 
Sony's consumer elec- 
tronics goods and industri- 
al-use equipment in South- 
east Asia amount to about 
8% of the world-wide total. 
Kutsukake said he expected sales in 
Southeast Asia to grow 10-20% a year, a 
much higher rate than in more mature 
markets in North America and Europe. 
H owever, Sony's drive for expanded 

markets in the region carries the po- 
tential for conflict with host govern- 
ments. Thailand, for one, is actively en- 
couraging Japanese and other foreign 
companies to establish export-oriented 
manufacturing ventures in the country. 
But for firms that have been granted 
promotional tax incentives, the au- 
thorities sharply restrict the level of 
sales on the domestic market. 

Sony Magnetic Products — which is 
shortly to begin production of some 
US$3 million-worth of video cassette 
tapes a month — was granted an initial 
three-year tax holiday by the Thai Gov- 
ernment's Board of Investment. The tax 
break carried with it a stiff proviso, 
however, that domestic sales could not 
exceed 20%. . 























Still, company officials, speaking 


from the venture’s newly built factory in 
a new industrial estate 45 km southeast 
of Bangkok, appeared unconcerned 
about the limitation. “We expect this 
market to grow very quickly," said 
Yoshiro Yamada, pn of Sony 
Magnetic Products. He pointed out that 
increased domestic sales could be 
achieved by increasing total production, 
or renegotiating a higher limit. "The 
government specifies a proportion, not 
an absolute number,” he said. 

The factory occupies only one-third 
of a 52,000 m? site. Future expansion 
plans involve both increased production 
of video cassette tapes, and setting up 
lines for audio-cassette tapes — for ex- 
port and sales to the domestic market. 

Sony will pay its 200 workers the 
Bangkok-area minimum wage of 73 
baht (US$2.90) a day — and given the 
common flouting of Thailand's labour 
laws by many domestic companies, 
workers are generally more than happy 
to get the official minimum. Sony hopes 
the low wages will help the company re- 
claim market share for the standard 1/2 
inch video-cassette tape lost during the 














manufactures a range of precision com- 
ponents for video cassettes, compact 
disc players, and micro floppy discs. It 
also has a research and development 
laboratory which designs software sys- 
tems for computer-aided design and | 
manufacturing. SPEC's products are 
intended for use in Sony plants 
worldwide. 

SPEC was granted pioneer status by | 
Singapore's Economic Development 
Board, which could give the company a 
tax holiday for up to 10 years. The ven- 
ture easily met government guidelines, 
which are designed to attract high- 
technology, high value-added industries. 

Sony TV Video (Malaysia) in Kuala 
Lumpur, which is to begin production | 
by mid-summer, will supply colour TV | 
and components to markets around 
Asia and the Middle East. For both 
this facility and the new Penang- | 
based Sony Electronics Malaysia, which | 
will make audio equipment, proximity | 
to Singapore was a key attraction, as the | 
two factories’ products will be shipped 
through there. Malaysia’s relatively low 
wage levels was another draw. 

The growing role played by Sony In- 
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past three years to its competitors, par- 
ticularly the South Koreans. 

Sony's magnetic products group al- 
ready has three factories in Japan, plus 
one each in the US and France. These 
facilities will all continue operating. The 
Japan-based units will shift towards the 
production of what the company terms 
"leading edge" products, like 8 mm 
video tape used for professional and 
broadcast-quality purposes. The Bang- 


markets in Southeast and East Asia, the 
Middle East, and Africa. 

Sony's other new production fa- 
cilities in the region have also been lo- 
cated to benefit from each country's 
perceived comparative advantages. For 
SPEC, Singapore's superior infrastruc- 
ture and high educational levels out- 
weighed the disadvantages of higher 
wage costs and the tight labour market. 

The facility, which employs 150. is to 
serve as Sony's engineering centre for 
the Asian reglon, outside of Japan. It 





kok plant's products will be shipped to | 


| pore was determined partly by its 





ternational in Singapore reflects the in- | 
creasing importance of the Asian region | 
— particularly Southeast Asia — to the | 
company. The unit was originally | 
moved from Hongkong in 1984 to take | 
responsibility for sourcing components | 
for Sony facilities in Japan, North 
America and Europe. | 

Since then it has evolved into a full- | 
functions regional headquarters on the 
same organisational level as Sony Corp. | 
of America and Sony Europe, located in | 
West Germany. The choice of Singa- | 


superior communications and infras- 
tructure. Another factor was the Singa- 
pore Government’s Operational Head- 
quarters (OHQ) scheme. This program- 
me, introduced last year, gives firms 
with substantial regional activities a tax 
reduction from the standard 33% to 
10% on certain management fees, 
royalties, and other types of income. 
Sony is the only Japanese company so 
far to be granted OHQ status. H 





i An Indonesian nickel 


| is running at full throttle and vessels are 


| nickel producer's equity. The Cana- 
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metal business 





producer makes a come-back 


By A Correspondent in Jakarta 


B usiness is looking up this year in the 
Indonesian nickel mining town of 
Soroako in South Sulawesi. Production 


queuing to load nickel mattes to meet 
growing demand from Japanese indus- 
tries. "They are grabbing every 
available pound,” said Hitler Sin- 
gawinata, Senior Presidential Adviser 
of PT International Nickel (Inco) In- 
donesia. 

This activity is in stark contrast 
to the experience of the Indonesian 
subsidiary of Inco Ltd of Canada over 
the past 10 years. It has also re- 
awakened the interest of at least one 
of PT Inco's quiescent Japanese share- 
holders. | 

When PT Inco began production in 
1978, the world nickel market was 
haunted by unwanted stocks and de- 
pressed prices. The company made fi- 
nancial losses year after year and only 
survived because the giant Canadian 
nickel company bailed out its Indone- 
sian unit. 

PT Inco produced at below capacity 
and sold at below cost, but the Canadian 
parent pushed ahead with expansion 
plans throughout the difficult 10-year 
period. Capacity at the US$1 billion 
Soroako facility rose from 5 million 
pounds in 1978 to 80 million pounds 
last year. At the same time, the com- 
pany introduced cost-saving measures 
including laying off 1,200 workers 
and making temporary plant shut- 
downs. 

A consortium of six Japanese firms 
had a 25% share in the initial develop- 
ment of the Indonesian venture, but 
they let the Canadians set the pace. The 
Japanese holding became diluted to a 
mere 2% by the early 1980s. As the ven- 
ture was losing money, the Indonesian 
Government decided not to exercise an 
old option to buy up to 20% of the 











dians own 98% of PT Inco, but this is set 
to change soon. 

The recovery in world demand and 
prices for nickel since last year has 
meant new orders for PT Inco. Last 
year, the company went ento the black 
for the first time: a modest US$500,000 
profit after aceumulating losses of more 
than US$300 million between 1978 and 
1986. 

“We expect to make a substantial in- 
crease in earnings this year,” said 
Singawinata, who was vice-president 




















of PT Inco until last month. In the 
first quarter of this year, PT Inco 
has already posted net earnings of 
US$13 million. 

These changes have lead the share- 
holders to change their perception 
of the Indonesian producer. At least 
one of the Japanese firms in the PT Inco 
consortium, Sumitomo Metal Mining, 
has agreed to buy 20% of PT Inco’s 
equity worth some US$100 million. As 
part of the deal, which is expected to be 
formally concluded next month and to 
net the Canadian parent US$45 million, 
Sumitomo has also agreed to buy 20% 
of PT Inco’s annual output. 

The Japanese participation is impor- 
tant to PT Inco, “The [Indonesian] com- 
pany from the beginning was built to 
serve the Japanese market," Sin- 
gawinata said. 

PT Inco has also announced plans 


to invest US$60 million to boost 


annual production capacity to 105 
million pounds in two years. With 
20% of PT Inco's output now assured 
of a market, selling the other 8096 will 
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Soroako worker: recovery boosts demand. 











be somewhat easier, Singawinata said. 

PT Inco will increase its output this 
year by a modest 5 million pounds to 60 
million. This is still below the com- 
pany’s 80 million pound nominal capa- 
city. A 20-day shutdown early this year 
after a plant breakdown has not helped 
matters. 

The 2,400 people working in PT 
Inco's Soroako mines and smelter 
plants no longer face the threat of being 
forced into early retirement. Gone also 
are the long mass holidays of recent 
years. In 1986, low export demand 
meant the workers had a total of two 
months’ holiday. 

But PT Ince is still far from being fi- 
nancially independent. "We still have 
debts to pay," Singawinate said. Details 
of PT Inco's latest debt position are not 
available, but upto 1986, the company 
owed US$157.2 million in long-term 
debts to pay to bank creditors and its 
parent company. Oo 
| 
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Atmospheric turbulence 


JAL's complaints about Boeing are echoed by other airlines 


By Murray Sayle in Tokyo 
Augus between Japan Air Lines 
(JAL) and its aircrew unions, along 
with the airline's bid to overcome public 
concern about its safety record, have 
brought a dispute between JAL and the 
huge Boeing Commercial Airplane Co. 
out into the open. 

Some observers have argued that the 
conflict is an attempt by JAL to foist the 
responsibility for its problems onto 
Boeing in order to take the heat off the 
airline's management. 

But JAL's complaints about defects 
in newly delivered Boeing 747's which 
have been reported in a string of leaks to 
the Japanese media, have struck a chord 
with number of other airlines. 

And, ironically, it looks as though 
Boeing might have something to learn 
from JAL's heavily publicised efforts to 
reorganise itself along the lines of the 
Japanese "village" or corporate-group 
philosophy of collective responsibility. 

JAL's troubles with Boeing surfaced 
in August 1985 when a JAL 747 bound 
for Osaka crashed in the mountains be- 
hind Tokyo, killing 520 of the 524 
people aboard, the worst single aircraft 
disaster in history. The cause of the 
crash was the rupture of the rear pres- 
sure bulkhead. This, in turn, blew off 
most of the tail’s vertical fin and rudder, 
and cut the hydraulic lines to the tail as- 
sembly. The crew were left with no 
flight controls. 

Boeing has accepted responsibility 
for the crash and is paying 90% of the 
compensation settlements which are 
currently being negotiated between 
JAL and the victims’ families. A Japan- 
ese inquiry found that the bulkhead had 
been badly repaired in 1978 by en- 
gineers sent from Boeing. 

The airline reacted to the public 
shock of the crash with strenuous mea- 
sures, many of them derived from Ja- 
panese tradition. It extended its aircraft 
inspections well beyond the levels 
suggested by Boeing or other manufac- 
turers. The most innovative change is 
one that seeks to conform to Japanese 
ideas of personal responsibility. 

Since the crash, JAL’s line mainte- 
nance, the kind that keeps the aircraft 
flying between major overhauls, has 
been converted into what the airline 
calls a "dedicated maintenance sys- 
tem." Instead of handling all and any 
aircraft as they come in, JAL’s mainten- 
ance engineers are now personally as- 
signed to each machine for the life of the 
aircraft or the careers of the engineers, 
whose names are displayed in JAL 
cockpits and passenger compartments. 

One of these dedicated engineers is 





expected to be at Narita airport to take 
charge of "their" aircraft whenever it ar- 
rives. They are expected to fly anywhere 
in the world to supervise any major 
maintenance, such as an engine change: 
to join the first flight after a major check 
or major component replacement, and 
to fly with the aircraft to find the cause 
of any chronic problem that cannot be 
found on the ground. 

Much publicised in Japan, these 
measures were achieving considerable 
success in rebuilding confidence in both 
JAL and Boeing when, soon after they 
were introduced, a flow of leaks to the 
Japanese press began. In recent years, 
JAL has been taking delivery of a new 
747 or 767, Boeing's answer to the Air- 
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| Maintenance crew: personal responsibility. 








bus, every six weeks. Barely have the 
brand-new aircraft arrived in Japan 
than some defect, mostly minor up to 
now, has often been discovered and 
leaked to the Japanese newspapers. 
Last Christmas Day, for instance, a new 
747-300 had to abort its maiden flight 
from Tokyo on a cockpit warning of oil- 
pressure failure in an engine, traced toa 
loose nut on the pressure sensor. 

On another 747, an engine thrust 
control cable was incorrectly installed, 
leading to a runaway engine during a 
crew-training flight. On new 767s, JAL 
found wrongly connected fire extin- 
guishers about which American Air- 
lines had also complained. 

These alarming stories were not 
reaching reporters through JAL official 
channels. But they were true, and bad 
for public confidence and thus business. 
JAL's management suspects they were 
leaked by disgruntled flight crews who 
wanted to embarrass theif employer. 


——— 











JAL has had a series of long-running 
conflicts with some of its flight-crew 
unions. Current disputes focus on the 
manning levels of the new 747-400s. 
These aircraft will have fully automated 
cockpits designed to be run by two 
pilots. The unions want a flight engineer, 
for what, they say, are safety reasons. 
JAL insists the unions are just trying to 
protect the jobs of flight engineers. 

The teams of JAL engineers as- 
signed to the Boeing factory to keep an 
eye on aircraft under construction have 
been strengthened, but the defects and 
poor workmanship (and the leaks) have 
continued. 

"What's up with JAL?" a question 
debated in many a Japanese bar, be- 
came “Why can't JAL buy safer aircraft 
from Boeing, or some other maker?" 
The answer to the last of these questions 
is that no other manufacturer builds 
commercial aircraft of the 747's size. So, 
under pressure for action from new 
owners (JAL was fully privatised last 
November), JAL president Susumu 
Yamaji took up the problem personally 
| with Boeing chairman Frank Shrontz. 
| JAL is Boeing’s best customer, 
operating 63 747s — the biggest fleet in 
the world — with a dozen more on 
order, and tentative plans to have a fleet 
of 100 Boeing jumbo jets by the year 
| 2000. JAL is by far the biggest Japanese 
corporate customer for US exports. 


b bern letter to Shrontz — which 
was counter-leaked to the Asahi 
Shimbun newspaper by a source which 
must have been close to the JAL man- 
agement — was a much toned-down 
version of the original draft and was a 
private admonition from customer to 
| supplier, citing specific examples of de- 
fects in new aircraft. Regardless of the 
intra-company wrangling and local Ja- 
panese marketing problems which were 
major factors in its genesis, it was a seri- 
ous attack on Boeing's long-standing 
and natural pride in its products. 

Polite enough on the surface, it con- 
tained an unprecedented demand from 
an airline: “It would be much ap- 
preciated if you would advise me of the 
details of the various measures now 
being taken — including the quality im- 
provement programme — to prevent 
these occurrences in future." Or in 
plainer English, shape up or else. 

Worldwide publicity about this letter 
led to an avalanche of complaints from 
other airlines to Boeing ao made 
public. Northwest Airlines, Lufthansa, 
Air-India and Aerolineas Argentinas 
have all reported incidents involving de- 
fects and poor workmanship in 747s, 
while Boeing has admitted having re- 
ceived complaints from All DON Air- 
ways, American Airlines and British 
Airways (BA), among many others. 

The BA complaint, a letter to Boe- 
ing from chief engineer D. K. Craig, 
leaked to the Seattle Times, had a blunt- 


| ness rarely seen even in a plain-spoken 
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industry: *. . . missing fasteners, missing 
parts, cracks, bodged rivets, fasteners 
fitted the wrong way round . . . we find 
instances of some of these in every air- 
craft." Craig suggested that the prob- 
lems might stem from a Boeing work- 
force "in general inadequately trained," 
with a "low level of basic working 
skills." BA is currently taking delivery 
of an order worth US$4.1 billion. 

In response, the Seattle office of the 
US Federal Aviation Authority (FAA) 
recently announced an investigation of 
Boeing and issued an “airworthiness di- 
rective" over one report that fuel was 
leaking into the cargo compartments 
of 747-200s. Meanwhile, the worried 
Shrontz flew to Tokyo for a frank talk 
with his biggest customer. Blunt words, 
it is said, were exchanged. 

Two other Asian airlines contacted 
by the REVIEW declined to criticise Boe- 
ing. Singapore Airlines said its en- 
gineers at Boeing's plant had found 
"minor" problems with buckled rivets 
on new 747-4005 still on the production 
line. Boeing had satisfactorily fixed the 





lic may have something to worry about. 

Boeing vice-president Phil Condit, 
speaking at a press conference, agreed 
that because of heavy orders, Boeing's 
45,000 workers were doing too much 
overtime, which he said made improv- 
np inspection system difficult. Also, 
3,000 of Boeing's present workers on 
the 747 and 767 were hired in the past 16 
months to help raise production rates. 
Most of the newcomers, Condit said, 
were use to working on US military air- 
craft or those of other makers and all re- 
ceived 200 hours of extra Boeing train- 
ing in their specific jobs. 


3 ut increases in the labour force and 
overtime to get the new model 747- 
400 flying, and strenuous efforts to cut 
costs, add up to a quality-control prob- 
lem. Adding to the burden on Boeing’s 
workers, the company in May an- 
nounced two new orders for 150 air- 
craft, with options for 70 more. De- 
liveries are to start next year. 

Aircraft are one of the chief US 
manufactures which, when exported, 
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JAL maintenance hanger: rebuilding confidence. 





problem — “SIA has noticed a problem 
with [Boeing's] quality control and is 
nipping it in the bud," a spokesman 
said. 

Hongkong-based Cathay Pacific Air- 
ways said there was no particular de- 
cline in quality of its delivered new 747s. 
One engineer said: "It's a bloody big 
aircraft and you can't expect it all to be 
perfect." He said that the system of 
Boeing and customer inspections en- 
sures that most problems are fixed be- 
fore delivery — those which slip 
through are few and minor. 

Is there something seriously wrong 
with the mighty 747, the world's most 
trusted airliner? The FAA, the unhappy 
airlines and Boeing all point out that 
none of the rash of reported 747 de- 
fects has been linked to a crash or 
major incident: there is no call for an- 
xiety. Nevertheless, the complaints 
made public suggest that Boeing, the 
aviation industry and the flying pub- 

















can help reduce the country's huge 
trade deficit. So a loss of confidence in 
the Boeing product would be a consi- 
derable trade blow to the US. 

Aircraft are also among the few hi- 
tech machines still made one at a time, 
by craftsmen walking around the job 
with a tool-bag in hand. Vigilant as in- 
spectors may be, such a system depends 
to a large extent on self-inspection by in- 
dividual workers or pride incraftsmanship. 
A quality-control system which requires 
“dedicated” engineers to take a compul- 
sory first flight in each new aircraft is hard- 
ly likely to be acceptable to an American 
or any other Western labour force. 

On the other hand, it is difficult to 
think of a manufactured product in 
which zero-defect work — or however 
close to that gdeal is practicable — is 
more desirable. How Boeing handles its 
present troubles may tell us a lot about 
the future of the US ambition to become 
the next "export-driven" economy. O 
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A matter of convenience 


Hongkong officer shortage may force owners to reflag vessels 


By Michael! Westlake in Hongkong 


A Store of junior officers with 
qualifications acceptable to Hong- 
kong’s Marine Department is worrying 
the territory’s shipowners with vessels 
registered in Hongkong. The shortage 
has compelled the department to agree 
to issue special dispensations — after 
examinations in Hongkong — to indi- 
vidual officers with other certification. 

But even with this strictly controlled 
exemption from local shipping laws, 
there are fears that the expense for own- 
ers recruiting officers from overseas 
may lead them to move their ships’ reg- 
istrations to maritime jurisdictions with 
more liberal attitudes towards qualifica- 
tions. 

The problem is not confined to 
Hongkong. It also affects Britain and 
other British | dependencies under 
whose jurisdictions only British and 
Commonwealth and a few other forms 
of officers' qualifications can be recog- 
nised. 

But it has occurred at a particularly 
inconvenient time for Hongkong. The 





territory is in the process of dismantling 
various forms of British-controlled 
bureaucracy before it reverts to Chinese 
sovereignty in 1997. Among the links to 
be cut is the shipping register, which is 
now a section of the British register. 
British and Chinese officials have ag- 
reed that Hongkong will be able to op- 
erate its own “modified” register, to be 
administered by the Hongkong Govern- 
ment until 1997, and after by the Hong- 
kong Special Administrative Region's 
government. 

Under the modified register, due to 
come into operation in 1990, more 
countries’ qualifications for seagoing 
officers are likely to be recognised with- 
out the need to re-examine officers in 
Hongkong. Restricting recruitment to 
Hongkong residents or “nationals” — 
as happens under some other, less open 
registers — is not feasible because of the 
short supply of locally qualified officers, 
and cutting links with the British regis- 
try removes the need to observe British 
rules on recognition of qualifications. 
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= The basis 


Hongkong register — but there is no 
shortage of shipping registers eager to 
obtain tonnage from each other in pur- 
suit of initial registration and monthly 
fees. At the end of 1987, the Hongkong 
Shipowners' Association (HKSA) mem- 
bers’ fleets numbered 1,099 ocean- 
going ships totalling 50 million dead- 
weight tons, registered in 30 different 
countries. Of that total tonnage, the 
Liberian register had 21 million dwt, 
Panama’s had 12 million dwt and Hong- 
kong’s 8 million dwt. 


Am from the obvious national reg- 
isters, other registers include those 
of Bermuda, Cyprus, Malta, St Vincent, 
Vanuatu, the Isle of Man, Singapore, 
Bahamas, the Norwegian International 
Register and a French offshore register. 
Nearly all have been set up to allow 
owners to avoid heavy expenses incur- 
red by nationality and manning require- 
ments on crew recruitment, many of 
which have come about through the 
coordinated union action of the In- 
ternational Transport Workers’ Federa- 
tion. 

These registers are called flags of 
convenience (FOCs) or open registries. 
Pressure from insurance companies — 
and from respectable shipowners using 
open registers — has cleaned up many 


l| The of the new register, it is 
hoped, will be ships now on the present 












FINANCE 


Laying down laws 


OECD plans to police world’s markets 





By Anthony Rowley in London 


A new policeman may be about to emerge upon the inter- 
national financial scene, in the rather improbable shape 
of the OECD. The organisation hopes to lay down laws for the 
regulation of securities markets and for the ways in which new 
types of financial instrument are treated. 

It will be trying to solve the riddle of the billions of dollars 
worth of financial transactions, such as swaps, options and fu- 
tures transactions, which disappear from the balance-sheets 
of banks, securities houses and big firms simply because there 
is at present no internationally agreed way of accounting for 
them. 

The OECD is also likely to investigate what one source des- 
cribed as the numerous examples of “creative financial en- 
gineering" in Japan. 

The plan to monitor and coordinate securities markets 
emerged during the recent annual ministerial meeting of the 
organisation. Although largely unpublicised, this develop- 
ment has been rapidly followed by meetings of securities-mar- 
kets regulators from OECD countries and by a two-day semi- 
nar in Paris at the beginning of June on the risks that new 
types of financial instrument could pose to international capi- 
tal markets. 

Tokyo has Been an active participant in all the discussions 
as it seeks to align some of jts regulatory practices more closely 
with those of other leading financial centres. Japan is cur- 
rently the only Asian member of the OECD. But it seems likely 
that offshore financial centres, such as Hongkong and Singa- 
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pore, will be brought into the discussions on financial mar- 
kets. 

The OECD could emerge as the new body to coordinate the 
regulation of international securities markets, in the same 
way that the Bank for International Settlements, based in 
Basle, Switzerland, acts as a forum for global banking super- 
vision. The two institutions are already working closely to- 
gether to align supervision of the banking and securities sec- 
tors. 

Governments and regulators have been unable to keep 
pace with the speed of financial innovation and there is a 
strong sense of unease that this state of relative ignorance | 
could allow a crisis to develop. 

Last October’s crash, noted OECD secretary-general | 
Jean-Claude Paye at the Paris seminar, had “brought into 
stark relief the close interlinkages — some of which were not 
really understood previously — between financial markets. 
Improved understanding of financial activities necessarily im- 
plies a better appraisal of new financial instruments and the 
risks inherent in their use.” 

New financial instruments, it was pointed out, especially 
those linked with exchange and interest-rate fluctuations and 
with stockmarket indices, were valuable in that they allowed 
worldwide, round-the-clock transactions, and increased 
liquidity. But the “inherent risks” included the danger of 
counterpart default, liquidity failure and losses on interest 
and exchange rates. 

The degree of off-balance-sheet risk varies from country 
to country and sources within the OECD feel the risk to be 
especially great within countries such as Japan and in certain 
European countries where financial disclosure and account- 
ing principles are still relatively opaque. The lack of broad 
and liquid secondary markets for financial instruments in 
such countries is also felt to enhance the dangers, compared 
with countries like the US where disclosure is higher and mar- 
ket liquidity greater. | 





- 


— — 
16 JUNE 1988 a FAR EASTERN ECONOMIC REVIEW 















Ts 


of the safety problems 
which once made FOC a 
pejorative term. 
Despite the interna- 
tional nature of ship- 
ping, there is no stan- 
dard set of rules for 
ship construction, safe- 
ty equipment, manning, 
mortgages and liens and 
the carriage of various 
forms of goods, though 
this is the ultimate goal 
of the 31-nation Inter- 
national Maritime Com- 
mittee and of the UN's 
International Maritime 
Organisation. 
International ship- 
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Hongkong-registered ship: ‘modified’ register due in 1990. 





ping conventions are 
not ratified by all nations and most na- 
tions have their own shipping laws 
which may go beyond the conventions 
or which may achieve similar results by 
different methods — and with very dif- 
ferent costs for owners. In addition, 
there are the requirements of the va- 
rious classification societies which sur- 
vey ships and issue certificates for safety 
equipment, such as Lloyds and the 
American Bureau of Shipping. 

The result for an owner wishing to 
register a new ship or re-register a sec- 
ond-hand ship is a wide range of pos- 

sibilities, each with political and finan- 


cial trade-offs and each with its own 
level of respectability so far as insurance 
companies are concerned. 

urther, for many years the UN 
Committee on Trade and Develop- 


| ment’s committee on shipping has tried 


to establish a convention on condi- 
tions for ship registration. A con- 
vention was drafted in 1986, but be- 
cause of lobbying the initial purpose to 


| eliminate FOCs became lost, and ulti- 


mately it granted international recogni- 
tion to any register which met the con- 
vention's watered-down conditions — 
in short, almost all of them. 
































































Becausé the conven- 
tion can only become ef- 
fective a year after 40 
states have signed it — 
only about 10 have done 
so — and canvassing for 
a review of it can only 
begin eight years after it 
takes effect, the choice 
of registers available is 
likely to become wider 
still as developing na- 
tions see opportunities 
to earn revenue from 
setting up registers, and 
as high wage-levels in 
developed ^ countries 
make their owners seek 
operating economies 
elsewhere. 

For Hongkong owners, the main ad- 
vantages of the present British-control- 
led register are that it offers the protec- 
tion of British maritime law, it imposes 
no nationality restrictions on crew other 
than senior officers, and it is regarded as 
cheap. Hongkong does not impose a 
charge per ton registered, and is seen as 
being respectable because it adheres to 
British standards. 

The change to the Hongkong modi- 
fied register in 1990 presents both prob- 
lems and opportunities. The problems 
are those of shifting from the British to a 
combination of Chinese and Hongkong 
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There’s a world of business opportunity 
in the US.A’s fifth largest state. 


New Mexico. 


Business has never been better in New Mexico. It may 
be the best place for your business and your family. 


* New Mexico's 14 institutions of higher learning produce a highly skilled, 
educated and stable labor force acclaimed nationally for its outstanding 
productivity. * A unique spirit of cooperation between private business and 


New Mexico's local and state governments has 
helped foster growth in new industries including 
biotechnology, advanced medical diagnostics, 
micro-optics and agribusiness. ¢ The Rio Grande 
Research Corridor stretches over 340 miles and 
is home for industries that make New Mexico 
a world-class leader in advanced science and 
technology development. € New Mexico is rich 
in living history and multicultural experience. 
Santa Fe, the oldest capital in the U.S.A., is also 
recognized as a center for the arts. * From the 
Rocky Mountains to the Rio Grande River, New 
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and many fine golf courses. * Want to know more? Contact the State of 
New Mexico's Economic Development and Tourism Department. : 
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flags and legal systems 
in such a way that ad- 
ministration of the reg- 
ister and the level of 
its standards do not suf- 
fer. The opportunities 
include removal of 
some of the restrictions 
and anomalies imposed 
by the British register, 
such as the national- 
ity of officers and 
their qualifications and 
arcane restrictions on 
approvals for radio and 
safety equipment. 

One trade-off inher- 
ent in the proposals for 
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the department would 
require more staff and 
funding than is now 
available. 

One irony of the 
present wide range of 
"o registers is the 
sudden increase in po- 

ularity of British and 











the modified register is 
that the register will become less open, 
requiring that owners be either incor- 
porated in or resident in Hongkong and 
the ships be managed and controlled 
from Hongkong. 

Thus the last thing needed at this 
stage of the negotiations is a disincen- 
tive to owners keeping ships on the pre- 
sent register, such as the problem of 
finding junior officers. A HKSA- 


Hongkong of non-Commonwealth cer- | 
tificates issued by the Philippines and 
certain other states — was vetoed be- | 
cause Hongkong will not have the au- 
thority to do so until at least 1990. This 


option would require reciprocity, 
mutual inspections of training centres 
and satisfaction with the probity of 
examination procedures. Although the 
Marine Department would not com- 


S flags for ships serv- 

Vessels flving British 

and US flags are of- 

"TW their respective navies. 

E As a result, a number of 
AmA transfer ships to the reg- 
isters of British depen- 

tection. Samoa, a US dependency is 
hoping to set up its own register for the 
Whether the increased work load for 
the British and US navies will prompt 
owners for a UN sponsored peace-keep- 
ing force in the Gulf remains to be seen. 


ing the strife-torn Gulf. 
fered protection by 
owners are moving to 
dencies to take advantage of such pro- 
same purpose. 
governments to back the call by ship- 
It does, however, add another twist to 











suggested solution — full recognition by 









BORROWING 


Broken promises 
World Bank loses patience with Pakistan 


By Husain Haqqani in Islamabad 


3 es World Bank has withheld a US$200 million loan to 
Pakistan in order to pressure the government to cut its 
budget deficit and fulfil promises to reform the economy. 
Government officials say other loans might also be held 
up if fiscal measures in the June budget do not satisfy the 
bank. 
A World Bank spokesman in Islamabad told the REVIEW 
disbursement of other, approved loans had not been stop- 
ped, though approval of new projects was slower. He tried to 
play down the significance of the move saying: “There is no- 
thing drastic in the bank's attitude." 

The withheld loan was one of the quick-dispersal loans 
from the 1987-88 allotment and was due to pay for policy re- 
forms in the agricultural sector. Quick-dispersing loans 
could be released, but donors were waiting to see if the 
budget would tackle pressing macroeconomic issues, said 
the bank spokesman. 

Pakistan obtained commitments of US$2.5 billion for 
1988-89 at the April meeting of the Paris-based aid consor- 
tium led by the bank and comprising 12 governments and 
nine institutions. Of this, US$620 million is sought in quick- 
disbursing aid, which is most directly subject to World Bank 
conditions. 

The bank's decision to threaten funding cuts is the culmi- 
nation of a long-running argument with Islamabad over 
structural rgforms. The immediate cause of the bank's 
tough talking is the overall fiscal deficit, which is expected to 
reach Rs 60 billion (US$3.69 billion) or 9% of GDP in 1987- 
88 (REVIEW, 9 June). This figure far exceeds the forecast of 
Rs 52.9 billion. 

Bank officials say the deficit has now grown too large to 


ment on this option, observers said that 





the term FOC. 





remain manageable without adverse effects on economic sta- 
bility. The mounting deficit has added to Pakistan's debt- 
service burdens. In addition, domestic debt is rising rapidly, 
having reached almost 40% of GDP last year. 

Many government officials agree that unless major 
changes are made in fiscal policy, Pakistan's long-term posi- 
tion would become unsustainable. Specific bank-proposed 
measures, such as broadening the tax base, reducing gov- 
ernment expenditure and increasing users’ charges, have 
been supported by Pakistani economists for several years. 
But tax reform was postponed for political reasons. Donors 
complain that promises to readjust the prices of state-pro- 
vided services to cover costs, such as gas and electricity, have 
not been kept. 

The bank is now running out of patience and has decid- 
ed to make the next budget a test of the government's will- 
ingness to implement reforms. The bank's formula for 
cutting the budget deficit includes a broad-based con- 
sumption tax and an agricultural income tax. While a broad 
ois tax might succeed, imposing a land tax would be dif- 

icult. 

Agriculture accounts for 25% of GDP and absorbs 15% 
of development expenditure, but contributes negligible di- 
rect-tax revenue and just 18% of indirect taxes. Multilateral- 
aid donors have long proposed taxing agricultural income 
but the powerful lobby of landowning politicians has resisted 
it under successive regimes. 

Last year, the World Bank told the Pakistan Government 
that lending programmes would have to be reviewed if “seri- 
ous steps towards domestic resources mobilisation” were not 
taken. Bank president Barber Conable said during a visit to 
Islamabad last November that more direct pressures would 
follow if the bank’s concerns were not allayed. With- 
holding the US$200 million shows that the bank means busi- 
ness. 

Another consideration in the bank’s decision to withhold 
loans is Pakistan’s vulnerable balance-of-payments posi- 
tion. Foreign-exchange reserves have been too low to meet 
unexpected short-term fluctuations. Pakistan cannot afford 
any reduction in external assistance at this stage. 
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REGULATIONS - 


Hongkong’s test of will 


Inertia and cowardice may block stockmarket reform 


By Philip Bowring in Hongkong 
T report of the Hongkong Sec- 
urities Review. Committee, ap- 
pointed last October after the stock ex- 
change closure and the failure of the fu- 
tures exchange, is a well researched, 
well written and generally sensible 
document. Its problem is that its author, 
the former chief executive of Lloyds of 
London, Ian Hay Davison, left town 
the day after it was published on 2 
June. 

Implementing Davison's recommen- 
dations is left in the hands of the very 
same local officials whose failures con- 
tributed so much to the debacle. Even if 
the major proposals for reorganisation 
of the markets and their supervision are 
accepted, there are question marks over 
whether the Hongkong Government 
has the political will to follow them 
through. 

Hongkong's history during the past 
15 years has been littered with promises 
to clean up financial markets. These 
have come to little as a result of pressure 
from vested interests well represented 
in the Executive and Legislative coun- 
cils, bureaucratic inertia and cowardice. 
All of these have frustrated the efforts 
of the Securities Commission, created 
in 1972, to head off larger abuses. 

Even last October’s events have not 
stiffened the government’s backbone as 
judged by a deal in January whereby 
Sino group’s Robert Ng negotiated with 
a craven administration a 50% reduc- 
tion in his losses on Hang Seng Index 
Futures contracts. The deal cost various 
innocent parties, including the tax-pay- 
ing public, some HK$500 million 
(US$64.1 million). It is going to take 
much hard work to overcome not only 
local cynicism, but also the sceptical at- 
titudes of overseas institutions. 

Reforms are needed if Hongkong is 
to become a genuinely international 
market, trading a range of Asian stocks 
in the way London trades international 
ones, and attracting the foreign money 
needed to offset selling by locals diver- 
sifying before 1997. 

The easiest of the report’s proposals 
to implement may be the reorganisation 
of the stock exchange into a non-profit 
corporation run by a chief executive re- 
sponsible to a broad-based council. The 
exchange was formerly run as the per- 
sonal fief of then chairman Ronald Li 
Fook-shiu — currently facing corrup- 
tion charges. 

With past ways so discredited, and 
current management in the hands of 
former securities commissioner Robert 


proposal that,corporate members of the 


LE no real opposition is likely to the 











exchange be guaranteed a minimum of 
four out of 22 seats. Corporate mem- 
bers account for more than half the ex- 
change's business but currently have 
only an eighth of the number of seats. 
Four seats would be reserved for indi- 
vidual members; there would be eight 
elected at large, and five appointed 
from outside the industry. The chief 
executive would be an ex-officio mem- 
ber. 

Even so, some of the present in- 
group atmosphere will be preserved. 
Outside members would be appointed 
by the elected members, who would 
themselves first have to be put up by a 
nominating committee appointed by the 
council. While suppos- 














spicuous by its absence in the. past. 
Others fear the government may drag 
its feet on allowing such a potentially 
powerful position to be created which 
would be independent of an. increas- 
ingly politicised bureaucracy. 

The ability to attract the right staff 
will be crucial. Most market practition- 
ers rate this as the most urgent priority 
for action. Yet even the first stages — 
the appointment of a listings committee 
chairman and a Cantonese-speaking 
stockmarket chief executive — appear 
to be making painfully slow headway. 
Meanwhile, demoralisation and drift 
have set in at the present Office of the 
Securities Commissioner, while Secre- 
tary of Monetary Affairs David Nendick 
is making noises about the government 
taking the leading role in restructuring 
the new Securities Commission. ; 

Nendick’s views, though, would run 
counter to the report’s crucial recom- 
mendation that the new Securities Com- 
mission should be clearly independent 
of the government. Indeed, the less the 
largely discredited Fi- 





edly ensuring a broad- 
based council, this pro- 
cedure could end up 
creating clique control. 

Generally, the 
Davison report does 
not envisage any di- 
munition of the pow- 
ers of the exchange, 
though it recommends 
the development of a 
professional executive 
staff to implement pol- 
icy. It suggests, how- 
ever, that there should 
be an early re-exami- 
nation of steps taken 
to improve the opera- 
tion of the exchange, 
but only when there 
are sufficient qualified 
personnel. 

A more vexed ques- 
tion is the future of the 





Davison: overcoming cynicism. 


nance and Monetary 
.Affairs branches are 
involved in the forma- 
tion of the new body (a 
point on which Davison 
should have been more 
forceful), the. greater 
the chances of any new 
commission being ac- 
cepted by securities- 
market practitioners. 
The report's accept- 
ance of the logic of the 
marketplace is at times 
tentative. It agrees 
that short-selling — il- 
legal in Hongkong but 
often practised by those 
in a position to borrow 
scrip — should be al- 
lowed. The absurdity 
of allowing a futures 
market but disallowing 
the proper function of 








supervisory body, the 
Securities Commission and the Office of 
the Commissioner. The report argues the 
obvious — that it has never been given 
sufficient backing by the government 
and has been hamstrung by lack of funds 
and expertise and the problems of being 
a part of the civil service. Davison 
recommends that the commission be 
given independent status, while retain- 
ing major statutory powers. 

Both the quality and quantity of 
commission staff should be upgraded. 
While it may be possible at merchant 
banker-salary levels to find a suitable 
candidate to run the Securities Commis- 
sion, sceptics say the incumbent will 
continue to need effective support from 
the government, which has been so con- 








arbitrage between fu- 
tures and cash markets through shorting 
individual stocks, has been obvious. 


B ut the Davison committee is still very 
cautious, advising that shorting be 
only allowed for Hang Seng index con- 
stituent stocks. It argues that illiquidity 
in other counters could create abuses 
such as cornering. But this ignores the 
fact that ramping of prices on the upside 
has been a common phenomenon. 

The report recommends that strin- 
gent rules be set for short-selling. How- 
ever, these rules cannot be put in place 
until some distant date when the ex- 
change and the regulftory authority 
have sufficient monitoring capability. 

A similar compromising attitude is 
shown towards the question. of the 
period for settlement of dealings. The 


report came down halfway between the -| 


existing 24-hour settlement favoured by. | 
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small brokers and the five days re- 
uested by international institutions. 
Settlement in New York, Australia and 
Singapore is five days, Tokyo three.) 
The conscious option was for a com- 
promise on settlements. No one would 
argue too strongly against three days, 
but the report could have recommended 
what it really thought best. As a result, 
Davison has also to admit that on occa- 
sion institutions will need to borrow 
scrip to effect settlement. As a result, 
the report recommends that stamp duty 
should be waived for this purpose. 
Problems of settlement — which em- 
brace interacting problems of shuffling 
innumerable pieces of paper, money 
transfers and short-term credit risk — 
should be largely resolved by a new 
clearing system. A system would have 
been in existence long ago but for dis- 
agreement over who should own it. 
Meanwhile, over at the futures ex- 
change, the problem is who should own 
the risk. The report is in favour of a fi- 





tions. But dealing FGC and ICCH 
out of the game now could threaten the 
market’s existence. The smaller brokers 
do not have the capital and organisation 
to support the market. And the larger 
ones, mostly offshoots of big stockbrok- 
ers, have already contributed gener- 
ously to the rescue fund only to see their 
money parlayed away by the govern- 
ment to reneging billionaire Robert Ng. 
The Davison report makes a number 
of useful recommendations about the 
development and regulation of capital 
markets generally. However, many of 
these may fall on stony ground due to 
official inertia and the lack of any out- 
side body to follow some of them 
through. They include: 
» The encouragement of a debt mar- 
ket which is important to a healthy 
broad-based financial system, in par- 
ticular through tax changes. For exam- 
ple, interest on bonds and commercial 
pat is subject to tax, but interest on 
ank and commercial deposits is not. 
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Hongkong Stock Exchange headquarters: tougher penalties recommended. 





nancial futures market, but skirts the 
delicate issue of whether this market, 
given its small size, the dominant role of 
a few players and the relative lack of 
professional arbitrage and hedging, can 
ever function as more than a forum for 
speculation, legalised insider trading 
and stock-price manipulation. 

Instead, risk management is put at 
the top of priorities. That means con- 
stant monitoring of liquidity margins of 
clients, and capital/risk ratios of brok- 
ers, and the placing of the guarantee 
corporation and clearing house under 
the futures exchange’s aegis. The report 
suggests the risks be carried and man- 
aged by brokers who participate in the 
market. The latter could not make a 
worse job than the Futures Exchange 
Guarantee Corp. (FGC), owned by a 
consortium of local banks, and the In- 
ternational Commodities Clearing 
House (ICCH), owned by a British 
bank consortium. 

Between them, the two consortiums 
declined to meet their implied obliga- 











» Tougher penalties for insider deal- 
ing — though the report avoids recom- 
mending making this illegal and steers 
clear of the link between the identities 
behind the escalation of futures trading 
in October 1987 and rumours of bids for 
Hongkong Land. 

» Allowing companies to purchase 
their own stock for retirement. The re- 
port severely criticises last October's 
temporary waiver of the takeover code 
to prop up the market. 

» Prior independent shareholder ap- 
proval for deals in which directors have 
a major interest, and tightening of rules 
governing shareholder approval for 
major asset acquisitions and disposals. 

» The establishment of rules govern- 
ing margin dealing. 

> A review of the takeovers code and 
the introduction of sanctions to back its 
rules. The code has often been treated 
with contempt by the banking establish- 
ment. 

» Compulsory insurance for stock and 
futures brokers. : ü 
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By Christopher Marchand in Hongkong 


he seemingly innocuous issue of 

stockmarket settlements was de- 
scribed by the Davison report as one of 
the most controversial topics it had to 
deal with. At the heart of the con- 
troversy was the pe ape 24-hour 
settlement system, whereby trades exe- 
cuted on the local exchange must be set- 
tled the following trading day. 

Small, local brokers argued that an 
extended settlement period would en- 
tail a sharp increase in capital resources 
to finance a greater degree of counter- 
party risk and reduced liquidity. This, in 
turn, would hurt the market's effi- 
ciency. 

But the report noted that 24-hour 
settlement is already widely flouted. It 
favours a compromise three-day settle- 
ment, arguing that this would prove 
more workable for the foreign investors 
whose support is essential if Hongkong 
is to become the leading stockmarket of 
the region. 

A central clearing system with 
broker-to-broker guarantees would go a 
long way to obviating the arduous ef- 
fects of a three-day settlement on small- 
er brokers, the report says. However, 
the two-year lead time to develop the 
system means that a number of interim 
settlement measures should be im- 

lemented as a matter of urgency. 

ese include: 

» A stock exchange-sponsored central 
guarantee on all broker-to-broker trades. 
The guarantee should take effect on the 
first day after the trade was transacted. 
The report urges that the three-day set- 
tlement be introduced as soon as the 
central guarantee is put in place. 

This, however, would not remove 
the greater broker-to-client risk on 
three-day settlement. Smaller brokers 
argued strongly that clients might re- 
nege on a deal if prices moved against 
them in the three-day period. To sur- 
mount this problem, the report recom- 
mends that brokers improve their 
knowledge of their clients and raise 
client deposit requirements. 
> Three-day settlement would operate 
on a rolling basis, which means that a 
broker need settle only one day's trades 
each day. 

» The Hongkong Government, in line 
with practice on other world stock- 
markets, should grant stamp duty relief 
on stock lending and borrowing transac- 
tions. This would facilitate stock lend- 
ing to resolve temporary settlement 
problems. As a matter of urgency, the 
stock exchange should also ensure that 
stock lending is properly controlled and 
monitored for risk. 

> To facilitate liquidity, share-transfer 
registration should be reduced from the 



















FAR FASTERN FCONIMIC REVIEW e 16 .ILINE 1988 


Unsettled on all accounts 


Davison proposes a compromise settlement system 








present three to two weeks, and eventu- 
ally to seven days. Share register offices 
which consistently fail to comply with 
registration deadlines should lose the 


right to act as Si anie Registration | 


procedures could be simplified to expe- 
dite the formalities. 
» Thestock exchange should examine 
ways to allow shares under registration 
to be traded. Trading along the lines of 
US depositary receipts could be intro- 
duced. Title to the shares could be held 
by a bank, and a depositary receipt 
could be freely traded as a bearer instru- 
ment. 
» Longer term, the central clearing 
system should be 50:50 owned by the 
stock exchange and the major share de- 
ponas being the banks. A central. 
roker-backed guarantee should be put 
in place, with the clearing house inter- 
sing itself as counterparty to all 
roker trades. 

In that most of these proposals are 
technical in character, major questions 
of policy do not arise. These are thus ob- 
vious areas for a speedy implementation 
of reforms. 

However, acting Financial Secretary 


TAKEOVERS 


A 'shotgun' wedding? 


Alan Bond's general bid for the Bell Group is welcomed 


By Michael Malik in Sydney 


he Australian stockmarket has large- 

ly welcomed the "shotgun" general 

takeover offer from Alan Bond for the 
Bell Group (BG). The offer is at the 
same A$2.70 (US$2.18) a share he paid 
for 19.9% of BG equity he bought from 
Bell chairman Robert Holmes à Court 
on 28 April. 

The offer was made — at Bond's sug- 
estion, he insists — while the National 
ompanies and Sec- 

urities Commission 
(NCSC) was still inves- 
tigating Bond's earlier 
purchase. Bond had 
acted at exactly the 
same time as the West- 
ern Australian State 
Government Insur- 
ance Commission 
(SGIC) acquired a 
similar 19.9% stake 
from Holmes a Court 
for A$2.50. 

The NCSC says, in 

fact, it had presented 
to Bond a prima facie 





























David Nendick (after an initial tepid re- 
sponse to the report, Financial Secret- 
ary Piers Jacobs departed on holiday) 
appears to have identified slightly dif- 
ferent priorities. Nendick has three con- 
cerns: the creation of the new Securities 
Commission; reconstituting the stock 
exchange committee (to be renamed a 
council), and the reconstruction of the 
futures exchange. He ein that the 
government will have publicised its in- 
tended line of action by the end of July. 
Legislation could be enacted by the 
year-end. 

The problem, of course, is that con- 
sultation could get bogged down. But 
the government simply cannot allow 
this to happen. Rapid implementation 
of the technical proposals would be a 
crucial start in getting the reforms mov- 
ing. In any case, securities market re- 
form is an area where the government 
will probably have to display decisive 
qualities, if contentious issues are to be 
resolved. 

Davison, at his press briefings last 
week, was insistent that his proposals 
should be implemented en bloc for in- 
ternational investor confidence to be re- 
gained in Hongkong and the govern- 
ment, in consulting its domestic consti- 
tuency, cannot afford to ignore the im- 

ortance of attracting foreign investors. 

e need for Hongkong standards to be 
brought in line with international stan- 
dards is the key issue. oO 

































case for declaring his deal “unaccept- 
able” under its takeover rules. The com- 
mission cites evidence that clearly 
indicated that Bond and the SGIC had 
acted in concert in their dealings with 
Holmes à Court. The NCSC adds that 
Bond, through the acquiescence of the 
very friendly state government organ, 
was in the process of gaining control 
of BG and its 40% stake in the asset- 
JwwramexssoNs rich Bell Resources 

= (BR) without mak- 
ing a general of- 


















officials 
deny doing “a deal" 
with Bond. They 
maintain that the 
outcome, which satis- 
fies other share- 
holders* complaints 
that they had not re- 
ceived the same op- 
pium for sale as 

olmes à Court, was a 
fair and equitable con- 
clusion and showed 






















Bond: equitable conclusion. 
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that the market rules were being en- 
forced. 

Analysts are generally in agreement 
that overseas investors were relieved to 
see some discipline being applied to one 
of Australia’s biggest entrepreneurs. 
The intervention follows not only 
Bond's surreptitious deal, but also 
Holmes à Court's attempt in March to 
extricate himself from heavy October 
market losses in a complex bid by BR 
for its own parent, BG. 

Little would have been gained, it is 
felt, if the NCSC had simply declared 
Bond's venture unacceptable and then 
not agreed to his suggestion to make it 
acceptable with a general offer. That, 
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rather than any punitive action, was the 


NCSC’s objective, and this has achieved 
what big institutional investors have 


_ called for. 


Although Bond Corp. is known to be 
highly geared, Bond can probably con- 
vince his backers that the extra A$520 
million needed to support the offer is a 
worthwhile investment and that A$2.70 
is a fair price even if it is towards the 
high-end of the estimates of BG’s 
worth. 

This still leaves unresolved the con- 
trol of BR and the outstanding A$825 
million bid for it from Turnbridge, a 
joint vehicle being used by Kerry Packer 
and Sir Ron Brierly. Their offer, which 


Back to the club game 


The Bombay bourse rallies as brokers return to old ramping habits 


By Lincoin Kaye in Bombay 


i took a rampage by striking stock- 
brokerage employees on the floor of 
the bourse on 6 June to halt, even tem- 
po orarily, the hectic six-week-old rally in 

ombay blue-chip shares. Before that, 
exchange officials had been struggling 
— fruitlessly — to bridle the euphoria 
with sharply increased buying margins 
on key scrips, ceilings on daily share ap- 
preciation, limits on the allowable size 


of forward positions and swingeing 


carry-over interest charges. 

But the market hiatus did not last 
long. By the very next day, brokers 
were frantically negotiating with their 
striking employees in hopes of an early 
return to the ring to bid up shares anew. 
Since mid-April, the Bombay Stock Ex- 
change (BSE) has recouped, by most in- 
dices, virtually all of the ground it had 
lost in the previous 22 months. Not only 
is the BSE index poised to break its all- 
time high of 664, but volume has also set 
a new record — on 2 June turnover 
crashed through the Rs 1 billion 
(US$74.1 million) barrier. 

However, the 70 “specified” shares 
in which forward trading is permitted 
accounted for Rs 800 million of this 
traded volume, while the remaining 





have also shied away from further pur- 
chases. 

That has left the ring to the brokers 
themselves, which is just how some of 
them like it. Ever since the Finance 
Ministry shut down the casino-style 
stockmarket deals in June 1987 with a 
ban on forward trading, a faction of 
brokers has been itching to restore the 
private-club atmosphere of the BSE and 
get on with ramping-as-usual. 

This faction in the 30 March BSE 
board elections unseated former bourse 
president Mahendra Kampani. They 
considered him ineffective in lobbying 
against the forward-trading ban and too 
receptive to such reforms as broadening 
BSE membership to include banks and 
financial institutions. Kampani's defeat 
marked the beginning of the upturn. 

As though approving the election 
coup, the Indian Government stepped 
up the phased removal of forward-trad- 


BOMBAY BULLS 


(Daily movements in Bombay Stock Fachinga index. E. 
1June 1987-6 June me SEDI E 


500-odd “cash” scrips languished. Inthe |^ 


BSE's official tally of activity on thinly 
traded stocks in the first week of June, 
sellers’ offers outnumberd buyers’ bids 
by three-to-one. 

Financial institutions, which 
pumped more than Rs 3 billion into 
equities to prop up prices when the mar- 
ket was in the doldrums, have so far sat 
out the rally. $o have individual invest- 
ors, still shell-shocked from the rise and 
collapse of the last mafket boom in 
1985-86. Both groups of investors have 
refrained from bursting the latest bub- 
ble by wholesale profit-taking. But they 
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‘translates: into ASI. 50a share, is still be- 
fore shareholders. They might well de- 
cide to increase it to deny Bond control 
of BR and its assets, which include a 
10% stake in Broken Hill Proprietary 
Co., estimated to be worth about A$900 
million. 

Most BG shareholders are expected 
to accept Bond’s offer, and sharehold- 
ers in BR could be sitting pretty if a 
fight for their shares develops. If his 
offer is accepted, Bond will be freed 
from the NCSC freeze on nominating 
directors to BG, and at that point, 
Turnbridge will have to deal with him 
either with a higher offer or by with- 
drawing. 





ing curbs. New Delhi has a vested in- 
terest in a buoyant bourse — it relies on 
stockmarkets to generate nearly Rs 500 
billion worth of investment during the 
current five-year plan, a target which 
the long bear market had imperilled. 
Reportedly under pressure from the Fi- 
nance Ministry, the institutions set out 
to buy up the excess "floating stock" of 
leading blue chips. 

And to maintain the momentum, the 
government has kept up a drumbeat of 
inspiring economic news over the past 
few months: tax reliefs for exporters, 
reinstatement of industrial investment 
allowances, ‘high-powered committee 
proposals to throw open core industries 
to private capital, duty cuts on tea and 
textile intermediates, sops to hoteliers 
and more. As for stockmarket reforms, 
the subject seems to have dropped off 
the agenda in the current bull stampede. 

Floor observers say that just a few 
scrips have served as "locomotives" of 
the rally. Associated Cement Co. shares 
are currently enjoying a takeover pre- 
mium (page 114). And Tata Steel and 
Tata Locomotive are riding high in anti- 
cipation of rosy results due late June. 
Reliance Textiles insiders are reported- 
ly bolstering the counter's price to 
create a receptive market for a soon-to- 
be-floated petrochemical sub- 
sidiary. 

Fertiliser shares, which had 
been flying high earlier in the 
rally, seem to have subsided 
with the approach of the mon- 
soon. The yearly rains will de- 
termine not just the fortunes of 
agro-industries, but also the state 
of consumer demand, industrial 
power supply, government rev- 
enues and political fortunes. 

But this year, one analyst 
said, “the market seems to have 
discounted a favourable mon- 
soon before the first drop has 
actually fallen here. So even if 
the rains are good, how much 
more can shares gain? But if 
they fail again . . ." India last 
year suffered its worst drought 
in a century. 
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Deflating performance 


A from a reduction in the infla- 
tion rate, New Zealand has little to 
show for four years of economic reform 
under free-market Finance Minister 
Roger Douglas. 

Douglas has relied on a mixture of 
microeconomic reforms designed to 
produce increased efficiency and force 
restructuring, = and. macroeconomic 
changes. The latter have been heavily 
weighted towards monetary restraint in 
order to cut the inflation rate. Tax re- 
form has been used to increase incen- 
tives and close loopholes. 

The microeconomic reforms, which 
included internal deregulation, com- 
mercialisation of state trading activity 
and the reduction of external protec- 
tion,have been highly praised. Produc- 
tivity has improved and ineffi- 
cient industries are being forced 
to restructure their operations or 
close down. State trading organi- 
sations which have run at a loss 
for years, and in some cases dec- 
ades, are now returning profits. 

One notable omission has 
been the labour market. Workers 
must by law join a trade union 
and most wage contracts are still 
national awards which leave em- 
ployers with little flexibility. But 
changes made to labour laws in 
late 1986 have started to exert 
some downward pressure on 
wages. 

ouglas has been widely criti- 
cised, however, for his macro- 
economic policies. A  persis- 
tent fiscal deficit, which was 
turned into a surplus in the fiscal 
year to March 1988 by the sale of 








state assets, has pushed up interest 
rates. These in turn have strengthened 
the currency, putting pressure on ex- 
ports and discouraging investment. 


The year-on-year inflation rate drop- | 


ped to 976 in the three months to March 
this year, but progress has been slow. It 
is likely to be below 7% in June, though 
this is still twice the average of its major 
trading partners. Douglas is reported to 
be aiming for an inflation rate of 2% or 
less by 1990. 

Slow progress on the inflation front 
has meant that interest rates have re- 
mained high. A fall in March — to the 
15-1676 range for 90-day commercial 
bills and around 1396 for benchmark 
five-year government stock — was fol- 
lowed by a rise of around 1% in both. 


INFLATION SLOWS 


(Year-on-year rise in consumer prices, by quarters) 
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*20-month price freeze — responsible for iow figure — lifted in February 1984. 


** 10*6 goods and services tax imposed — effect lasted for four quarters. 








1988 


Only in the past few weeks have rates 
returned to their March levels. Most 
forecasters expect another 1-2% drop in 
the coming months. 

But the decline has not reduced the 
value of the New Zealand dollar. On 1 
June, it was trading at NZ$1:70 US 
cents, against 65 US cents six months 
ago. SMOD NU ns 
The high dollar has prompted a 
chorus of criticism from exporters. 
Manufacturers say they cannot compete 
and farmers, who till account for 
around half of export earnings, comp- 
lain that their return in New Zealand 
dollar terms is uneconom VE 

A stronger curre has not, how- 
ever, stopped an improvement in the 
balance of payments. These which went 
into the black for the March quarter — 
NZ$102 million — for the first time in 
seven years. While that was partly the 
result of manufacturers hanging 
on to export markets despite the 
exchange rate, the improvement 
was largely due to the high prices 
now being paid for wool and 
aluminium, two major exports. 
New Zealand's terms of trade 
rose 15% in the 18 months to the 
end of 1987. 

For the moment, the economy 
has not declined as sharply 
as many had feared in the wake of 
last years stockmarket crash. 
Growth was 0.9% for 1987 and 
most forecasters expect it to pick 
up early next year after being flat 
for this calendar year. 

The most immediate problem 
facing the government is un- 
employment, which is now rising 
as the restructuring of industry 
begins to bite. 







— Colin James 


REVIEWDIAGRAM by Ricky Hui 
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US$306.2m) 








(US$27.1b) 


(same) 






the previous year. 


; % change | Dividend 
j Company Period profit on period Turnover onperiod | (prev.) Comment 
» B 
Wearne H31 Mar. | S$7.6m +20.3 | S$162.7m 4.2¢* | Singapore car distributor group net excluded S$7.55m gain 
1 Brothers (US$3.8m) | (US$80.5m) (same) | fromdisposal of long-term assets. 
| Conic Y31 Dec. | -HK$59.2m T HK$881.5m nil Owned by Peking-controlled Hongkong firms, company 
|. | Investments (-US$7.6m) (US$113m) (nil) attributed losses to competition in US TV market. 
_ | Carter Holt Y31 Mar. | NZ$106.7m ~36.4 | NZ$1.35b 12¢ | Diversified forest industries group net profit after NZ$15.3m | 
| | Harvey (US$74.6m) (US$944.1m) (same) | extraordinary profit (NZ$69.8m previously). 
| Crocodile Y31 Mar. | HK$89.4m +53.5 | HK$582m +16.3 75¢ Previous earnings a share adjusted for one-for-11 bonus| 
.j Garments | (US$11.5m) (US$74.6m) (49¢) | issue last August. . " a 
| | Japan | vaiMar. | Y16.74b | tt ¥849b +9 ¥40 | Earnings a share was ¥120.21 (loss ¥45.38), while] | 
_| Air Lines (US$132.9m) (US$6.7b) (nil) operating profit reached ¥54.60b (Y 28.72b). [. 
a + a + e 
| |Toshiba | Y31Mar. | Y60.71b +77.6 | ¥3,572.44b +8 na. | Operating profit of the group was *14.1b (X78b), and| | 
(US$481.8m) (US$28.35b) earnings a share was * 20.37 (Y 11.86). 
| Apollo Y31 Dec. | Rs143:6m +54 Rs 1.48b +50 nil Indian company expectsesubstantial savings with cut " 
(US$10.6m) (US$109.6m) (nil) nylon tyre cord duty. Interim div. of Rs 12.5 declared for 1988: 
| Y31 Mar. ¥38.58b —172 | ¥3,418.67b ¥7 Operating profit recovered to ¥47.6b after losses of * 46.6b 
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6 June ; 6 June Prime 1-year Interbank interbank 

US$1 WORTH lending treasury 1month* &monthst 

" bills/bondst 
Australia dollar MX uli 

Britain pound - - - Australia 14.50 1241 < : 13.20688 


Canada dollar ; 
France franc n i i É zo Britain 7.80 — z $ 9.125 


Hongkong dollar y i y || Hongkong 7.50 d | 4 7.3125 
India rupee X T A à | i 

Indonesia rupiah x i: . 4 indonesia 22,00 A. n.a. 
Japan yen a " | 
Malaysia dollar i j s 4 Japan 5.50 5 . i . 4.375 
NewZealand ^ dollar E E E 3.375 i 
Pakistan rupee v f 
Philippines peso E Š X Malaysia 7.25 ` E 4.00 
Singapore dolar $ i i | New Zealand 18.50 i $ 16.10 
South Korea won E F . 

SriLanka rupee 5 s z B Philippines 4.625 i i J| . = 
Switzerland franc j H : i 
Taiwan NT dollar y i x Singapore 6.13 . y 4.125 


Thailand baht = « e South Korea 11.50 : ad 
WestGermany mark : x 3 E 
Taiwan 5.75 , .! 4.75 4.75 
ist 
Communis Thailand 11.50 à 8.75 | 8.75 en 


Bangladesh China US 9.00 ; 7.5625 76875 | 7875 


Brunei : . US$=Rmb 3.722 
Burma -i $ - 76 - 
Macau ; E HKS=Rmb0.4 1 month 6 months 12 months 


Nepal d j Soviet Union 

: US 7.50 i 7.35 8.125 
PapuaN.G. . 5 US$ - Rouble 0.6047 * | 
Other: SDR1--US$1.35932, ECU1-- US$1.202, Laos [| £Sterting 8.50 . 9.125 9.50 


ee E USS-NewKipaso.00 | |] Yen 4.0625 : | — 43125 4.315 
Hongkong HK$7.809, Singapore S$2.00, Vietnam -] SwissFr. 2.6875 ; 2.8125 3.00 


TMiddierate “Selting rate _|__US8=Dong 368.00 | pm 3.3125 3.50 3.75 4.00 


Source: Telerate for spot and forward rates from Asian money markets, Republic Na- AS 12.4375 12.0625 12.25 13.125 
tional Bank of New York for banknote selling rates on the Hongkong market 25 SE ya 
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and Deak International Ltd for official rates. *longterm — **shortterm tofferedrate — Source: Telerate, Vickers da Costa & Co. 


Last sale to 6 June 








Previous 3months 
week ago 








London (3) : 452.55 437.55 / | USS: 
Domestic 3-5 yearst 


pper g New York {4) i 7-10 yearst 
Curente delivery (July) - 90.60 101.00 International — 3-5yearst 
Sept. delivery S se - 
Aluminium London 0) Re ; fiByearst 
Current delivery (June) 2,132.50 1,715.00 1,276.00 | Yen: 


Aug. delivery 1,497.50 Domestic 3years t 
Tin KualaLumpur (2) 18.12 17.80 17.40 1Oyears? 
Cotton New York (4) : international — 3-5yearst 

Current delivery (July) 66.38 64.90 61.35 7-10yearst 

Sept. delivery 62.65 .] Dm: : 
Rubber KualaLumpur {9} ;] Domestic 3-5 years 

Current delivery (July) 383.00 382.00 285.00 10 years " 

Oct. delivery 385.00 |] International 3-5 yearst 
Palm Oil KualaLumpur (5) ie 7-10 yearst 

Current delivery (June) 11 sepes 984.00 B88.00 2 AS: 

Š Aug. delivery k 1,090.0 5*4 Domestic 3 years t 
ugar New Yo {4} $ u 1Oyears ! 
Be due. (uly) ee 319 mE 6.64 |- | international — 3-5yearst 

à : i 7-10yearst 

Pepper Singapore — (10) cs: y 

Sarawak Asta bik 100% 720.00 897.50 1,027.50 " 33 [ac 
* 

Wheat Chicago (6) omesti Moses : 

Current delivery (July) 362.60 303.20 262.00 E. years 
i 372.60 coj international -5years 

Sept. delivery : int tional — 3-5 t 
Maize Chicago (7) HE 7-10yearst 

Current delivery (July) 234.40 199.20 189.00 yf: 

Sept. delivery 243.60 =<] Domestic 3years t 
Rice Bangkok (8) 10 years t 

5% white fob 300.00 300.00 310.00 213.00 international — 3-5yearst 
Soyabeans Chicago 6) : 7-40 yearst 

Current delivery (July) 849.00 754.00 615.00 557.25 -.] NZS: 

Aug. delivery 85340 |] Domestic 3-5 years t 
Cocoa London ft) 7-10 yearst 

eit delivery (July) EEO 908.00 948.50 1,247.50 international 3years * 

Sept. very e yes 7-10 yearst 
Coffee London (n SFr: 

Current defivery (July) 1,144.00 1,041.00 1,130.00 1,294.00 5 : 

Sept. delivery e 1,163.50 3-5 yearst 
Petroleum Tokyo an : 7-10 yearst 

Sumatran light 16.85 16.50 17.00 17.60 ECU: . 

Brent tenons uU | 16.20 1 16.20 14.10 18.75. 3-5yearst 7.14 7.32 
uH ees 7-10 yearst E 7.93 8.30 
c} (£atonne @2)MSakg ()US$anoz (4)USeaib (5) M$atonne (6) USc a60 ib bushel 3 Lo A 
24 ()USca56!bbushel (8)US$atonne (9)Mcakg (10}S$a100kg (11}USSabarre! Source: Telerate, Reuter. *AAA corporate | Government Source: Telerate. 
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EFFECTIVE EXCHANGE RATES 


Weighted for 1985 trade with the countries shown plus the US and Canada and 14 European countries. Figures are for the week ended 4 June. 
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30—'igá 1885 — 


1988 
(end month) (weekly values) (weekly values) 


Source: UBS-Phillips & Drew. 








ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 


AUSTRALIA 


CHINA 


HONGKONG 


INDIA 


INDONESIA 


JAPAN 





Economic Growth % (real) (1) 
1987 


1988 
international Reserves (5) 
Latest 


Year earlier 


Trade Balance (total merchandise} 
Latest 3 months 


Previous 3 months 
Year earlier 
Exports (7) 
Latest 3 months 
% change previous 3 months 
% change year earlier 
imports (8) 
Latest 3 months 
% change previous 3 months 
% change year earlier 


Consumer Prices 
Base 
Latest 3months index average 


% change previous 3 months 
* change year earlier 


Money Supply (3) 
Latest 


% change previous month 
% change year earlier 


A$126.3b(10) 
Mar.) 





9.4 
7-7.5 


USH d 
ian. 
us$i 0.87b 


~US$1.24b 


US$13.41b 
+35.8 
+40.4 


US$14.65b 
+38.4 
+16.7 


Rmb 775.48b 


13.6 
5-7 


n.a. 


n.a. 


—US$0.88b 
(Feb.-Apr.) 
+US$0.15b 
-US$0.97b 


US$12.68b 
-7.9 


(Feb.-Apr.) 
+2.2 
+7.2 


HK$327.33b 
(Apr.) 


+14.3 
+26.1 








PHILIPPINES 


SINGAPORE 


1-2 
15 
US$6.45b 
(Dec.) 
US$6.40b 


—-US$1.57b 


3.5 
3-4 


US$5.09b 
(Jan.) 
US$3.5 


+US$1.41b(9) 
(Nov.-Jan.) 
+US$1.93b 
* US$0.40b 


US$4.75b(9) 
-2.7 
*26.7 


US$3.34b(9) 

+13.0 

-0.2 
Apr. 77-Mar. 78= 100 
304.18 
(Feb.-Apr.) 

*12 
8.7 


Rps 33.13t 


| 


42 
35-45 
ur 
US$58.28b 
US$19:44b6) 
eb.-Apr. 
A aio 
+US$22.78b 
US$65.29b(6) 
19.7 
416.5 


US$45.85b(6) 
*6.4 
+38.0 


1985=100 
100. 








Economic Growth % (real) (1) 
1987 
1988 


International Reserves (5) 
Latest 


Year earlier 


Trade Balance (total merchandise) 
Latest 3 months 


Previous 3 months 
Year earlier 


% change previous 3 months 
% change year earlier 


imports {8} 
Latest 3 months 
% change previous 3 months 
% change year earlier 


Consumer Prices 
Base 
Latest 3 months index average 


% change previous 3 months 
% change year earlier 


Money Supply (3) 
Latest 


% change previous month 
% change year earlier 


47 
5-6 


Us$6.900 
T^y 


4 US$0.78b(4) 
+US$0.45b 
US$4.08b(4) 
+2.8 
+37.4 





US$3.30b(4) 
-23 








(Mar.) 
US$1.67b 


—US$0.17b 
(Jan.-Mar.) 
US$0 


.20b 
-US$0.22b 


US$1.61b 
-0.6 


1978-100 
395.0 
(Mar.-May) 
*1.8 
9.5 
P156.11b 


8.8 
5-7 


US$14.81b 
(Nov.) 
US$12.75b 








(1). Official and other estimates of GDP {GNP in Japan). (2) Consumer Price Index A (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only 





12.2 
8-10 


US$6,96b 
(Mar) 
US$3.51b 


+ US$1.56b(6) 
(Feb.-Apr.) 
+US$1.82b 
+US$1.04b 


US$13.51b(6) 
-0.6 
+32.0 
US$11.95b(6) 
*1.4 
+30.0 


1985= 100 
111.9 


11 
6-8 


US$76.71b 


(Feb.) 
US$51.8 


posa .18b 
eb.-Apr.) 
* US$3.63b 
*US$4.37b 
US$13.66b 
-70 
*11.0 








1976100 
207.3 
(Jan.-Mar.) 
20.7 
+4.0 


Baht 823.7b 





„xcept for Singapore (8) Customs basis (7) fob — (8) cif (8) Excluding petroleum products (10) M3 (11) % change over past 3 months 
. 





(5) IMF definition of reserves minus gold 
Source: Official statistics. 















































New York, New York 


REGIONAL markets rallied in the period to 6 June, largely in response to Wall Street's strong advance. 














Tokyo and Seoul surged to new highs. Bombay continued its bull run. 


TOKYO: Margins were increased from h, 


` 60% to 70% in an attempt to take some 


of the steam out of the bull run, but | 


shares continued to rise to new highs. 
Investors gained confidence from the 
rise on Wall Street. Nippon Steel 
climbed € 45 (36 US cents) to Y503 and 
NEC gained Y60 to ¥2,120. Trading 


was a heavy 1.9b shares a day worth [io 


*X1.5t. 


HONGKONG: Stocks posted modest [4 


gains in response to Wall Street's rally | 


and an easing of interest-rate worries. 


Property issues rose strongly, followed | sap 
by banks and trading companies. Swire | 3g 


A gained 90 HK cents (12 US cents) to 


HK$17.4. HK Land rose 20 HK cents |? 


to HK$7.55. Hang Seng Bank jumped 
60 HK cents to HK$27.20. Volume was 
3.35b shares, worth HK$5.08b. 


SINGAPORE: Buyers returned to the 
market in force and average daily turn- 
over soared to 47.3m shares, valued at 
S$90.1]m  (US$44.5m). Plantation 
stocks were chased higher but atten- 


tion soon switched to properties and |... 
retail stocks later in the period. City |. 


Developments closed 54 S cents higher 
at $$3.56. Metro Holdings jumped 95 S 
cents to S$7.5. 


KUALA LUMPUR: Strengthening com- [ 


modity prices stimulated interest in 
plantation and tin stocks but profit-tak- 
ing reduced gains. Some industrials 
saw spectacular increases. Wearne 
Bros. rose 80 M cents (31 US cents) to 
M$6.70. Rothmans closed 65 M cents 
up at M$9.75. Volume in the holiday- 


shortened period averaged 20.9m | ; 


shares, worth M$39.9m. 


BANGKOK: Optimism returned to the [ gy 


market, pushing the SET Index up 
15,12 to 437,95, its highest level this 
year. Tin counters Aokam Thai led 
gainers, rising Baht 112 (US$4.48) to 
Baht 392. Industrials advanced 
strongly, but financials eased. Siam 
Cement topped Baht 2,700. GS Steel 
was suspended when the company shut 
down because of a labour dispute. 


MANILA: Encouraging trends on Wall [ a —— — 


Street and world metals markets 
boosted investor confidence. The 
Manila Composfte Index jumped 6.4% 
to 847.21, with average daily turnover 
rising by more than 50% fo P54.1m 
(US$2.64m) on volume of 800.68m 
shares. Atlas-B gained 11.4% to 
P24.50, Lepanto-B advanced 4.4% to 
20.47. Philex gained 2.5% to PO.41. 
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AUSTRALIA: Stocks climbed in active L 


trading, buoyed bv strong metals prices 


and a decline in the Australian dollar. |. 


The All Ordinaries Index jumped 17.8 
to 1,5992 on 6 June, its highest level 
since 22 Oct. Industrials were mixed as 
attention focused on Bond Corp.'s bid 
for Bell Group. Bell surged 40 A cents 
(32 US cents) to A$2.5. Bond eased 7 
A cents to A$1.98. 


NEW ZEALAND: The market crept 
back over the 2,000-mark on the 
strength of overseas rises. The Bank of 
New Zealand reached NZ$1.75 
(US$1.21), its flotation price of a year 
ago, and Goodman Fielder Wattie and 
Brierley broke through recent trading 
bands. Fletcher Challenge finished 7 
NZ cents up at NZ$4.39. Volume was 
36.77m shares, worth NZ$47.35m. 


SEOUL: The market continued its 
climb into record-setting territory. 
Transport stocks, up 5.7% , and chemi- 
cals, up 5.3% , led the way. Korea Steel 
Chemical rose 9.1% and Lucky gained 
7.7%. Construction shares dropped 
5% and steel shares fell 2.6% . Hyundai 
Construction slipped 3.9%. Volume 
eased slightly to 13.2m shares a day 
worth Won 247.3b (US$353.28m). 


TAIPEI: Gains in Tokyo and other 
markets boosted investor confidence 
and the weighted price index soared 
485 points, its biggest-ever gain. Aver- 
age daily turnover during the period 
rose to NT$24.6b (US$860m). Paper 
and financial stocks led the way. Yuen 
Foong Yue Paper rose NT$14.5 to 
NTS101. Cathay Life Insurance gained 
NT$165 to NT$1.125. 


BOMBAY: Prices surged in anticipa- 
tion of fresh investment incentives as 
the government prepared to ease in- 
vestment licensing rules. The euphoria 
continued despite increased daily mar- 
gins and higher carryover charges. The 
BSE Index gained 42.41 to 618.85. 
Tata Steel rose Rs 117.25 (US$7.56) to 
Rs 875. Associated Cement climbed Rs 
39 to Rs 254. 


NEW YORK: Shares staged a sharp 


` rally as institutional investors returned 


from the sidelines. It was interrupted 
briefly by a bout of profit-taking on 1 
June. Analysts said bond market gains 
had soothed inflation fears and rekin- 
died interest. Volume was 1.02b 
shares. The Morgan Stanley Capital 
International Index closed 10.4 up at 
454 on 3 June. 
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“T've got a terrific ball! When dad told me it was made 
of plastic I didn’t believe him. I haven’t missed a goal 
since I got it. It puts up with all kinds of rough treatment - 
even my dog's teeth ! All my friends are jealous. I really 
think that the people who made it are clever!’ 

That's true : the innovators of today are clever and 
Atochem's chemistry is here to help them. To help them 
to produce better and more reliable products and to meet 
the needs of today's high technology. 

Atochem has laboratories, research centres and 


production sites which by working in close collaboration ATOCHEM 

with each other ensure successful products for the cvy me mn 

innovators. 7 Telex: 39712 HKATO HX 
Atochem: The way forward for innovators. Melbourne 


Tél. : 61 (3) 548.40.33 
Telex: 154171 ATOMEL AA 
Singapour 

Tel.: (65) 225.03.88 

Télex : 34502 ATOSEA RS 
Tokyo 

Tél.: 81 (3) 234.74.41 

Télex : 2325419 ATOCHM J 


ATOCHEM 
aaa ATO 


Head office 

4, cours Michelet 

La Defense 10 - Cedex 42 

92091 Paris La Défense (France) 

Tél. (1) 49.00.80.80 - Telex : ATO 611922 F 


ATOCHEM in France and the world. 
- 10,000 employees plus. - Network spreading over 
- 35 productions plants in 97 countries on 5 continents. 


France and the world. - Turnover: FF 23 billions. 


- 4 research and - Main activity sectors: 
development centres. Basic chemicals, 

- 1 technical centre Fine and speciality 
(engineering). chemicals, Plastic materials. 
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Today’s partner for tomo 


Trusted by more than 100 countries. 


January 1987. Beijing: inauguration of the first section of digi- 


tal telephone network based on 7 Alcatel E10 exchanges with 
170km of fiber optic links. 300,000 subscribers for tomorrow. 


San Francisco: 565 and MOMbit/s links by coaxial cables, 


delivery of the 10,000th regenerator to USA standards. Links 
installed by Alcatel CIT between the major American cities 
now amont to 12,000km. 

February 1987. Brussels Antwerp a world first, Alcatel CIT is 
seleged to install the fastest optical transmission system in the 
world at 2,4Gbit/s. 

March 1987. Renngs: Commercial opening of the first French 
star-connected fiber optic videocommunication network. A 
road open to the future. 


April 1987. New Delhi, Bombay, Calcutta, Madras, Agra: cut- 


over of the Alcatel E10 system's 150,000th digital telephone 


line manufactured by I.T.l. under license in India. 

May 1987. Stockholm: Alcatel Espace delivers the Swedish 
telecommunications and direct television "Tele-X" satellite 
communication module. 

June 1987. Madrid: TELSPACE signs a contract for delivery of 
7 IBS/SMS digital transmission earth stations. 

Paris: The Société Nationale des Chemins de Fer Francais 
(S.N.C.F.: French railroads) adopts the Alcatel DPS 2500 Sys- 
tem based on X83 for its packet data transmission network. 
July 1987. Paris: New services offered on Telecom thanks to 
the Network management center developed by Telspace. 
West Indies: Six islands interconnected using ATFH Micro- 
wave transmission. 

August 1987. Lima: The Cable Transmission Branch of Alcatel 
CIT inaugurates the digital fiber optic belt for Peru's capital. 
September 1987. Paris: TELECOM FRANCE announces the 





ow’s telecommunications 


RENAN project, as the first commercial opening of an Inte- 


grated Services Digital Network. Alcatel E10 is the key to 
ISDN in France. 

October 1987. Djakarta: ATFH is preferred by Indonesia to 
sep up microwave links between the capital and the isle of 
Bali. 

Geneva: Capital of ISDN? Proven by live demonstrations on 
the Alcatel CIT stand. 

November 1987. Djibouti joins the other 57 countries having 
already equipped their networks with the Alcatel E10 system. 


December 1987. Saint-Brieuc (Brittany): the first ISDN sub- 


scriber lines, opened in the RENAN projects thanks to Alcatel 
E10 system. 

* All links to communication. 

On the strength of its experience and overall skills in the field 
of telecommunications, Alcatel CIT offers: digital telephon: 


switching and value-added data transmission networks; sub- 
marine or land links for metallic or optical fiber cables, mic- 
rowave radio links; space links. Alcatel CIT maintains an 
international position as telecommunications leader. A Euro- 
pean company with a world-wide outlook: Alcatel. 


v 


ALCATEL - 


CIT 


Alcatel CIT - 33, rue Emeriau - 75725 Paris cedex 15 
France - Tel.: (33) (1) 45711010 - Fax: (1) 4577 4492 - Telex: 250927 F 


Siquier Courcelle et associés 





Is coming | 


‘ve booked. 
the big 
Rolls..? 











As the only member in China of “The 


THE ONLY FIRST-CLASS © Leading Hotels of the World’, the White 
BUSINESS HOTEL IN voe efie nite 
GUANGZHOU WITH Mercedes at your beck and call and with 


the opening of the new overhead express- . 
way through the city, you can now get 
RESORT FACILITIES. your business done quickly and easily. A 
free shuttle service operates throughout 
the day to the railway station and the airport is only 10 to 20 minutes away. | 
Located on historic Shamian Island, on the edge of the Pearl River, this stunning 
34-storey complex is a first-class hotel with resort facilities that include two swimming 
pools, nine restaurants, 8 tennis courts and a superb fitness centre. State-of-the-art 
business and conference facilities are available, plus 24-hour room service and IDD 
telephone communication. And because you can expect an international standard of 
service, you'll appreciate why we're recognized as one of the world's best hotels today. 




































ELA 8 2C RE 
SAN 
° HOTEL 


. Shamian Island, Guangzbou, China. 


For reservations, in Guangzbou tel: 886969 Ext, 12. 
Telex: 44688. Cables: 8888 Fax: 0086-020-861188 
In Hong Kong tel: 5-240102-3. Telex: 73067 WSHTL HX 
in Beijing tel; 512-6880 In Shanghai tel. 582582 Ext. 3337 
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DRIVE, DETERMINATION, COMMITMENT 
- THE WINNING FORMULA - 


Westpac is the market leader in arranging Australian Dollar Note 
Issuance Facilities and Euro Commercial Paper Programmes in Asia. 


The tombstones above bear testimony to these endeavours. And Westpac is 
committed to opening up the Capital Markets to other institutions similarly on the move. 


With this in mind, we can tailor packages to suit individual needs and drive the product 
with an unmatched distribution and placement capacity. 
To profit from dealing with the team dedicated to winning, contact 
Australia’s largest and most experienced banking and financial services group. 
WESTPAC BANKING CORPORATION 


Westpac 
Hong Kong (5) 213191 Geoff Spender 


Australia’s world bank. 















It Yourself 


The Recognized Authority 
Now in its 24th year the CHINA TRADE REPORT 
which is published monthly by the Review Publishing 
Company Limited has long been recognized by lead- 
ing business executives throughout the world as the 
most authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range 
Of Information 

Covering subjects which range from foreign invest- 
ment to fashion, electronics, telecommunication, 
engineering, contract negotiations and to literally 
dozens of others the CHINA TRADE REPORT is 
essential reading for anyone doing, or wishing to do, 
business with China. 


You Could Gather It Yourself 
You probably could get the same information on your 
own but in order to locate what is contained in each 
and every 16 foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of publications, 
not to mention have your own network of people re- 
porting from all the important zones in China. 

Why not subscribe now and discover for yourself how 
the CHINA TRADE REPORT can help eliminate the 
mystery and much of the risk in doing business with 
China. 
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Time Management Seminars 
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B ehind the faded ochre walls of a villa 
on a hill that overlooks Rome, 
Zahir Shah, the former king of Af- 
ghanistan, waits to be called upon to 
play a role that could save his country 
from further bloodshed. 

By the end of this year the majority 
of the 115,000 Soviet troops in Af- 
ghanistan, who have fought unsuccess- 
fully for eight years to subdue the Af- 
ghan resistance, will probably have re- 
turned behind their own border. They 
will leave behind a lunar landscape of 
devastation — 1 million Afghans dead, 
5 million refugees in Pakistan and Iran, 
and a crippled economy and a fractured 
social structure in a country which could 
only boast of marginal subsistence be- 
fore the Soviets arrived. 

However, the rebuilding of Af- 
ghanistan still looks only a remote possi- 
bility, because after a Soviet pullout the 
battle for future power in Kabul will 
then begin in earnest. “What I fear is 
that if the Afghans are not given the op- 
portunity to come to a traditional con- 
sensus about their future government, 
there will be a multi-dimensional civil 
war,” Zahir Shah said in Rome. On one 
side the ruling People’s Democratic 
Party of Afghanistan, armed to the 
teeth by the Soviets, is ready to split into 
warring factions. On the other is an 
even more violent possibility — open 
warfare between the three moderate 
guerilla parties in the resistance alliance 
and the four more powerful Islamic fun- 
damentalist parties, that could spill into 
Pakistan where they are based. 

"The question today is not that of di- 
rect negotiations with the Kabul re- 
gime, or that of sharing power, but to 
reach at an international level a global 
political settlement for the withdrawal 
of the Soviet armed forces from Af- 
ghanistan, the restoration of our coun- 
try's independence, territorial integrity, 
as well as the fundamental rights of our 
people to self-determination," he said. 

In a rare but impassioned statement 
about his ideas for the future of Af- 
ghanistan, Zahir Shah said that a jirga, 
or tribal council, “representative of all 
the elements that constitute the Afghan 
nation, should be convened in order to 
form a united organisation which would 
have the support of the majority of our 
people." 

"Traditionally, the former king is the 
only Afghan with the legitimate right to 
call for a jirga that would decide the fu- 
ture government of the country. The 
idea. has not been endorsed by the 
Kabul regime, and it is bitterly opposed 
by the fundamentalist guerillas who 
want to see an end to Afghanistan’s 
traditional system and impose an 
Islamic fundamentalist regime, an 
alien concept to most Afghans. 

Zahir Shah, now 73, has spent the 
past 15 years in exile in Rome since 


being deposed by his cousin, Moham- | 
med Daud, who set up a republic in 
1973, but was in turn killed in the com- 
munist coup of 1978. Zahir Shah’s 40- 
year rule in Afghanistan (1933-73) is 
not remembered for great statesman- 
ship or dazzling economic performance. 
However, the 5 million Afghan refugees 
do remember it as a time of peace, the 
product of a non-aligned foreign policy 
that squared off both the Soviets and the 
Americans. Peace is what ordinary Af- 
ghans now desire above anything else. 
Zahir Shah is a soft-spoken, unas- 
suming man whose rented, modestly 
furnished villa has a view of the hills 
around Rome, a constant reminder to 
him of the mountains of his homeland. 
He lives alone with his wife and two ser- 
vants; four sons and two daughters are | 





Zahir Shah in Rome: awaiting the call. 


AHMED RASHID 








scattered across the globe, in Kenya, 
the US, Canada and Italy. 





U nlike other exiled royalty who have 
made Rome their home, he takes no | 
part in the city’s glitzy social life and his | 
unobtrusive lifestyle spares him the at- 
tention of the Italian gossip magazines. | 
Instead, he goes for long walks in his | 
garden. The last time he left Italy was 10 
years ago when he visited his doctor in 
London for treatment for an eye com- | 
plaint, a condition that still troubles 
him. Every day he receives delegations 
of Afghans, who come from all over the 
world to urge him to play a more promi- 
nent role in averting the predicted 
bloodletting that will follow the Soviet 
pullout. The once-a-week direct flight 
from Karachi to Rome is often packed 
with Afghan leaders based in Peshawar 
seeking advice. 

The rented villa, with its peeling 













paint and rusty gate, has none of the 
trappings expected of a former king. 
There are no royal heirlooms or photo- 
graphs of the king greeting and being 
greeted by world statesmen. There are 
no expensive Afghan carpets or antique 
furniture pieces. Instead, the white- 
washed walls of his drawing room, the 


| worn sofa and the simple wooden furni- 


ture give the slightly down-at-heel ap- 
pearance of the house of a retired coun- 


| try gentleman. 


Doubts expressed by his opponents 
that Zahir Shah is too old and out of 
touch or is being manipulated by family 
members appear unfounded. He is still 
remarkably fit for his age, has a quick 
mind and reads widely in Persian and 
French, especially books on Afghanis- 
tan and biographies of famous men. In 
the evening he relaxes with visiting rela- 
tives, goes for a drive or watches a 
French-language television station. 

The controversy that surrounds him 
has increased in recent months as a con- 
sequence of the festering tensions be- 


| tween Afghan fundamentalists and 


moderate resistance parties. Even his 
own supporters, the moderates, are 
frustrated and have urged him to play.a 
more active role in determining Af- 
ghanistan's future. Last summer a poll 
carried out in the refugee camps in 
Pakistan claimed to show that 7095 of 
the Afghan refugees wanted him to re- 
turn to Kabul to head a future coalition 
government of reconciliation. 
His long public silences, he counters, 
were necessary because of the sensitiv- 
ity of his position and the need to avoid 
exacerbating conflicts between the 
guerillas. Hope springs eternal. His vi- 
sion, possibly a hopelessly romantic 
one, is of an Afghanistan united in com- 


| mon purpose under his leadership. “Af- 


ghans have always worked out things to- 
gether, when outsidérs have left us 
alone. We will do so again,” he said. 
Now he awaits the call, believingit to 
be his religious and patriotic duty to 
stand alongside his wretched compat- 
riots — "the heroic people of Afghanis- 
tan." He said he supported the jihad 
(holy war), which had started not 
against the Russian invaders, but 
against the unacceptable regime that 
came to power 20 months beforehand. 
But now the stoical and rugged people 
of Afghanistan have had enough. War 
has become a way of life — and death. 
Zahir Shah and his proposed jirga rep- 
resent a glimpse of a more civilised fu- 
ture. But the people expect more than 
posturing on the sidelines. 
~ Ahmed Rashid 
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OF SURPRISE Tanks. Trucks. 

e Supplies. The 
Lockheed C-130 Hercules airlifter carries 
them all. Equally important, it delivers 
them even when there's no place or no 
time to land. 

The C-130's Low Altitude Parachute 
Extraction System (LAPES) puts pallet- 
mounted cargo down with pinpoint pre- 
cision. Its powerful turboprop engines 
combine outstanding fuel efficiency with 


the low-speed responsiveness required 
for the LAPES mission. The aircraft's 
exceptional carrying capacity lets you 
move forces quickly throughout your 
theater of operations. 

When yourre trying to catch the enemy 
off guard, count on the versatile C-130 
Hercules airlifter. Its abilities have been 
surprising the world for years. 


[Lockheed 
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AS CHINA OPENS HER DOORS 
TO THE WORLD, THE SHANGHAI HILTON 
INTERNATIONAL OPENS ITS DOORS TO YOU. 



















To feel the pulse of China’s 
economy one must travel to her 
commercial heart — Shanghai. 
Here in this bustling city, you 
will discover a standard of 
service and accommodation 
renowned throughout the world. 
The Shanghai Hilton International 
is NOW Open. 


For reservations, call your 
travel agent, any Hilton 
International hotel or Hilton 
Reservation Service. 
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LETTERS TO THE EDITOR 


Loss of confidence 


My letter of 28 April, in which I com- 
mented on the inadequate English and 
historical studies of Asian graduates of 
my alma mater, San Francisco’s Lowell 
High School, elicited two responses. 
One, by Ho Chee-liek, completely miss- 
ed the mark, while the other, by Feli- 
cian W. Teo, only partially did. 

Ho states that I have “missed an im- 
portant point,” in that the English lan- 
guage is not much more than one among 
many tools in a technological society. 
He goes on to argue that because know- 
ledge of history and “a good standard of 
English” are not essential for technical 
studies, in which one communicates in 
“bits and bytes,” nobody should criti- 
cise those Asian students who forsake 
them for mathematics and the hard sci- 
ences. He admits that “writing, jour- 
nalism, the law” require “an excellent 
command of the English language 
per se.” 

In effect, Ho has not only completely 
missed the point of my letter; his is an 
expression of what I was criticising. 
That is the tendency of some Asians to 
view education, even in a prestigious in- 
stitution like Lowell, as little or nothing 
more than professional training. Thus, 
by his reasoning, if Asian students wish 
to aim at the scientific and technical 
fields there is nothing wrong with their 
slighting history and English. 

We have never before had such an 
attitude towards education, and par- 
ticularly towards instruction, in 
the history and language of the 
US; nor, to my knowledge, does such 
reign in any Asian nation. Students in 
the past were required to master Eng- 
lish and history not in the interest of 
their professional futures, but that they 
might acquire the elements of socialisa- 
tion incumbent on Americans as par- 
ticipants in the culture and as citi- 
zens. 

Teo ascribes the problem to, on the 
one hand, "cultural values" that em- 
phasise future wealth over any other 
consideration in the education of child- 
ren, and, on the other, failures of the 
system to educate. This is closer to 
home. 

The failure of the educationalsystem 
to impart good English and an aware- 
ness of American history and institu- 
tions reflects a broader loss of confi- 
dence, in the American community, 
about its identity and citizenship. This 
problem is, in turn, exacerbated by the 
tendency of a minority of Asians to feel 
no identification, and no need for iden- 
tification, with the American polity. 
One of the most striking aspects of this 
whole debate is that every Asian coun- 
try, on its own ground, makes instruc- 
tion in its national language and politi- 
cal and historical background a cen- 




















trepiece of its educational system. 
Why should America be expected 

to require less, in the way of national - 

identity and citizenship? - 

San Francisco Stephen Schwartz 


Partners in time? 


In the interests of the “one country, two 
systems” experiment, China would do 
well to invite Taipei and Overseas 
Chinese to cooperate in the develop- 
ment of the ney founded Hainan pro- 


vince. 
Jakarta Chang Jen Hsieh 
Lesson of history 

alk gener 7| Morgan Chua's 


















caricature on the 
| cover of your issue 
| of 14 April omits 
| the final product of 
| the equation. It 
| must necessarily be 
| oppression, as his- 
tory has shown, 


Us | MA dme and time 
IB E || again. 
Se Selangor | J.J.Lee 


One-sided bargain 


I congratulate you for the COVER 
STORY [26 May] on Japan's aggres- 
sive but systematic approach to con- 
quering Asian domestic retailing mar- 
kets. With no less vigour, the Japanese 
some 40 years ago militarily conquered 
the same region 

Today, the Japanese dominate our 
daily lives. At dawn Miss Seiko 
melodies seven tunes to wake me up. 
Mr Daihatsu zips me to work. In front of 
me cruises a Mazda. On my left isa man 
on a Suzuki. There's a Datsun on my 
right and whizzing past me is a Honda. 

Some three years ago, our hard-hit- 
ting down to earth prime minister told 
Malaysians to "Look East" — at the ris- 
ing sun. Malaysians were advised to. 
adopt Japanese work ethics and discip- 
lines to ensure improved productivity 
for the betterment of our nation. 

Butare the Japanese returning the rec- 
ognition and kind compliments served 
on them? Our prime minister has time 
and again advised the Japanese not to 
take from us all the time but to give us 
something meaningful and valuable in 
return. There is disenchantment and 
this sentiment is widespread in the 
Asean region. 

What is relevant is whether this new 
conquest is to stifle home industries 
and to make us see, read and think 
Japanese. The Japanese must be made 
aware of this fact and they must heed 
the aspirations of Asean. If they do not, 
the backlash on them is inevitable. 
Kuala Lumpur Anthony Ratos 
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Paves new president, Lee Teng-hui, the first native 
Taiwanese to head the government and the ruling 
| Kuomintang (KMT), has led the country through six crucial 
onths of transition following the death of president 
hiang Ching-kuo. But Lee, charged with implementing 
litical reforms initiated by Chiang, faces a rough road 
| ahead as the opposition clamours for more rapid change 
ind conservative KMT elements resist it. Taipei bureau 
hief Shim Jae Hoon takes a look at these contending 
forces and analyses Lee's prospects for success. 

Page 28. Cover photograph by STOCK HOUSE/Dan Rocovits. 

















Page 10 

Philippine President Aquino signs into 
| lawanambitious agrarian-reform pro- 
gramme, but critics say it is riddled 


Page 52 

WHERE TO PUT YOUR MONEY looks at 
the recovery in Singapore's property 
market, bargains among Asia's retail- 


mated target date for military self-re- 
liance and says it now. needs US 
troops on the peninsula until after the 


Campaign spending amounting to 
US$119 million in the run-up to Thai- 
land's July election is likely to give an 


turn of the century. extra boost to the country's booming 
Page 12 economy. 
Vietnam. drops its conditions and is Page 62 


now ready to join the Phnom Penh re- 
gime and all factions of the Cambo- 
dian resistance coalition in informal 
talks in Jakarta later this year. 


LE | 
"uy 


The Taiwan Government rejects a pro- 
posal to import coal from mainland 
China yet edges closer to allowing di- 
rect trade links with Peking. 


Page 64 
China is now Hongkong's biggest for- 





competence and corruption. 


Page 72 

The Indian and Pakistani states of 
east and west Punjab prosper de- 
spite the trauma of Partition, though 
political stability continues to elude 
| them. 


Page 79 











Page 14 

The constitutional amendment pass- 
ed by President Ershad's govern- 
ment, making Islam the state religion 
of Bangladesh, confounds the oppo- 
sition and cuts the ground from under 
fundamentalists. 


Page 20 

Pakistan President Zia re-establishes 
the military's pre-eminence in politics, | 
while utilising the patronage system 
ofthe ousted Junejo government. 


Page 21 

Politburo member Do Muoi is emerg- 
ing as the prime candidate for election 
in late June to Vietnam's premiership 
by the country's national assembly. 


Page 22 

The. Malaysian Government names 
the members of a tribunal to investi- 
gate the conduct of the nation's high- 
^j estranking judge. 





management of Hongkong airport's 
duty-free franchise which it lost to a 


year. 


Page 80 

The Reagan-Gorbachov summit and 
Japanese attempts to reduce depen- 
dence on the US may lead to an ex- 
pansion of business links between 
Moscow and Tokyo. 


Page 81 

Japanese complaints of dumping 
against South Korean knitwear ex- 
porters threaten to turn into a full- 
scale trade row between the two 
countries. 





with loopholes. ing stocks, investing in the Paris | 
Page 11 ! Fidi ks the rising value of antique 
Amid growing anti-American senti- ' 

ment, South Korea revises its esti- | Page 62 


eign investor, but many of the invest- | 
ing firms suffer from management in- | 


Duty Free Shoppers is set to take over | 


mainland Chinese—backed firm last | 
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Hongkong tightens policy 
on Vietnamese refugees 
Honkong oan screening all 
incoming Vietnamese boat peo- 
ple and denying refugee status 
and repatriate those it consi- 
derseconomicmigrants from 16 
June. The move is aimed at dis- 
suading a growing influx of 
boat people into the territory 
— 7,000 have arrived so far this 
year, a three-fold increase on 
the same period last year. 

— Tai Ming Cheung 


Japan to increase 
development aid 
Japan plans to increase its offi- 
cial development aid (ODA) to 
more than US$50 billion dur- 
ing the five years ending in 
1992 under a new aid-doubling 
scheme announced by the For- 
eign Ministry. The programme 
will be designed to bring the 
share of ODA in Japan's econ- 
omy up to the average level for 
members of the OECD Deve- 
lopment Assistance Committee 
(DAC). Japan's ODA disburse- 
ments in 1987 were equi- 
valent to 0.31% of GNP 
compared with a DAC aver- 
age of around 0.35%. 

— Charles Smith 


Antarctic Treaty nations 
agree to limited mining 

A convention to allow control- 
led mining of the Antarctic was 
agreed in Wellington on 2 June 
by a consultative meeting of 
parties to the 1959 Antarctic 
Treaty governing the conti- 
nent. But while they said a 
tough regulatory regime had 
been achieved, there were ac- 
cusations from environmen- 
talists that the convention was 
inadequate and anyway un- 
necessary because the treaty it- 
self currently banned all miner- 
als exploration or mining on 
the continent. 

The convention will be open 
for signing on 25 November 
and ratification will be one year 
later. — Colin James 


Singapore names 

group constituencies 

A government committee in 
Singapore has recommended 
that, under a recently passed 
constitutional amendment, 13 
"group representation con- 
stituencies" — each with three 
MPs, one of whom must be 
from a non-Chinese minority 
race — be formed before the 
next elections from existing 


i 


| and new electoral wards, while 
42 existing seats should be left 
| unchanged. This would raise 
| the number of seats in parlia- 
ment from 69 to 81. 

Among the 42 single-mem- 
ber seats would be Potong 
Pasir, held by the lone opposi- 
tion MP Chiam See Tong. 
| However, the seat of Anson, 
| vacant since Workers’ Party 
| leader J. B. Jeyaretnam was | 
| disqualified in 1986, would be 
| abolished because of a "peren- 
nial problem" of falling popu- 
lation. — Hamish McDonald 








Hawke pledges enactment 
of Aboriginal rights treaty 

Australian Prime Minister Bob 
Hawke on 12 June committed 
the government to negotiating 
a “treaty” with Aborigines on 
land rights and other issues 
| arising from what he described 
| as the injustices of the past. 
The treaty would be worked 
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out between government offi- 
cials and a group of seven | 
Aboriginal elders and should | 
be concluded by 1990. Con- | 
servative opposition leader 
John Howard immediately de- 
nounced the concept as nation- 
ally divisive and a form of 
"apartheid." — Michael Malik 


Opposition legislator 

indicted over protest 

The Taipei District Prose- 
cutor's Office on 10 June in- 
dicted opposition Democratic 
Progressive Party (DPP) legis- 
lator Ju Gao-jeng for his role 
in protest clashes with the police 
on 29 March. He led more than 
1,000 supporters to a residential 
compound housing senior legis- 
lators in Taipei. Ju advocates 
elections for the parliamentary 
seats from mainland China that 
have been unelectable since 
1947. The indictment against 
Ju was the first against an 
elected DPP official since the 
formation of the party two 
years ago. — Jonathan Moore 











[euses | 


Japan’s proposed | 





new taxes revealed 

Japan's ruling Liberal Demo- 
cratic Party has proposed a 3% 
general-consumption tax as 
part of a sweeping reform of 


the nation’s tax system to shift | 


the burden from direct to indi- 
rect taxation. The new tax 
could yield an estimated 
¥5.4 trillion (US$43.13_ bil- 
lion). Balancing cuts in income 
and inheritance taxes, how- 
ever, would cost an estimated 
¥5.6 trillion. The proposals 
are expected to be submitted to 
parliament on 11 July. 

— Charles Smith 


Cable & Wireless acquires 
interests in Philippines 
Britain's Cable & Wireless has 
acquired a 40% interest in Di- 
gital Telephone Philippines 
Inc. (Digitel), a newly formed 
company out to challenge the 
leadership of Philippine Lon 
Distance Telephone (PLDT 
in the country’s telecommuni- 
cations industry. Digitel plans 
a nationwide network of digi- 
tal, single-line connections. 
The firm initially will concen- 
trate services in the provinces 
where PLDT's services are 
often criticised. Digitel still 
needs a public-utility franchise. 
— Jose Galang 


Brighter prospects for 
Nepal’s hydro project 








India’s renewed interest in 
buying electricity from Nepal's 
controversial billion-dollar | 
hydroelectric-power project, | 
may pave the way for a 1992 
project start-up. On 4-7 June, 
Indian and Nepalese offi- 
cials met to discuss the findings 
of the US-Canadian project 
consultants hired to prepare a 
World Bank-funded feasibil- 
ity study. The study showed 
that the site at Karnali, 480 km 
southwest of Kathmandu, 
could generate 10,000 mW, 
more than twice that originally 
envisaged. India's purchase of 
the electricity is necessary to 
make the project viable. 

— Kedar Man Singh | 





New Malaysia-Singapore 
link to be a bridge 

The second road link between | 
the Malaysian state of Johor | 
and Singapore will be a bridge | 
and not another causeway, | 
Malaysian Information Minis- | 
ter Datuk Mohamad Rahmat 
has confirmed. He said the 


recent statement of Malav- 
sian Works Minister Datuk 
Samy Vellu’s that plans had 
been prepared for a second ' 
causeway was "not quite cor- 
rect." Rahmat said the govern- 
ment has agreed in principle to 
a bridge linking Singapore to 
west Johor. Singapore has 
proposed Tuas, on the western 
end of the island, as a possible 
site: Malaysia has suggested 
that its end be near Tebing | 
Runtoh, midway between the 
present causeway. and Singa- 
pore's proposed route. 

— Ellen Salem 


Thai International | 
expansion approved 

Thai Airways International, 
Thailand's flag carrier, on 13 
June finally received govern- 
ment approval to buy four 
MD11 aircraft from US manu- 
facturer McDonnell Douglas 
at US$100 million each. The - 
deal is part of a five-year ex- 
pansion programme costin 
Baht 30. billion (US$1.2 bil- 
lion). — Paisal Sricharatchanya 


Cambodia faces 
rice shorta 
Cambodia faces a 92,000-tonne 
tice shortage because of poor 
rains last year which will cause 
"severe hardship" to about 1 
million people, according to a 
special UN team which visited 
Cambodia in March and April. 
Their report urged food 
aid and agricultural assist- 
ance costing nearly US$13 mil- 
lion. Meanwhile, Radio Hanoi 
reported on 10 June that the 
current rice harvest in northern 
Vietnam had "noticeably re- 
lieved grain shortages." Viet- 
nam last month appealed for 
international aid for 3 million 
people facing starvation. 

— Murray Hiebert 


Saudi tycoon sells South 
Korean bank stake 
Saudi Arabian entrepreneur, 
Adnan Khashoggi has sold 
most of his 50% stake in Asian 
Banking Corp. (ABC), a South 
Korean merchant bank, to 
Japan's Yasuda Trust. ABC 
was a joint venture between 
Khashoggis Triad Holding 
Corp. and Daehan Synthetic 
Fibre. He sold 35% to Yasuda, 
8% to Daehan and 7% to an 
unidentified buyer. The shares 
were reportedly sold at 1.5 
times net worth, a relatively 
low premium, reflecting uncer- 
tainly about how South Korea's 
merchant banks will fare in the 
coming financial reform. 

— Mark Clifford 
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The South Korean Defence Ministry, 
- Pin what could be an unprecedented 
| display of openness, is preparing its 
| first-ever public defence policy paper, 
which is expected to be complete 
| before the September Olympic 
- cp Games. While it is too early to 
^| speculate on what the document 
might say, the fact it is being compiled 
. at all appears to reflect concern in the 
| military over possible moves among 
. | theopposition parties to make cuts in 
' | defence expenditure when the 1988- 
.. 89 budget is considered by the 
"national assembly in October. 


FILM FLURRY 


South Korea has reshuffled its 
censorship board following an 
embarrassing episode during the May 
EC Film Festival in Seoul when 
censors prohibited the showing of the 
film The Van Paemel Family because 
of scenes of violent labour struggles. 
The Belgians protested to the 
Ministry of Foreign Affairs and the 
Ministry of Culture, but censors 
thought that the film came 
dangerously close to promoting 
communist revolution and it would 
not be appropriate to show it in South 
Korea, given its volatile labour 
situation. Ironically, the film was 
criticised in Belgium for being 
insufficiently political. 


OPIUM CROP CONTROL 

The Laos Government has requested 
the UN Fund for Drug Abuse 
Control to help finance a crop- 
substitution programme in 

Muang Nom area, north of Vientiane. 








| 








The agency has agreed to provide 
US$5 million over a five-year period. 


| beginning in January 1989. The aid is 


meant'to help opium growers in the 
Lao sector of the Golden Triangle to 
find other means of livelihood and to 


improve education and infrastructure. 


| CALLING ON MOSCOW 





A group of up to 
25 members of 
the Philippine 
House of 
Representatives 
is preparing to 





am MP) visit the Soviet 

| a we, "y Union in July at 
f IN adl the invitation of 
NN ut the Supreme 








Soviet, the 

7 country's 
parliament. The delegation is likely 
to be led by Congressman Francisco 
Sumulong, the lower house majority 
floor leader and an uncle of President 
Corazon Aquino. Later this year a 
delegation from the 23-member 
Philippine Senate is also planning 

to go to Moscow. Both visits are 
seen as preparing the ground for the 
arrival, already agreed in principle, 
of Aquino herself, by June 1989. 


DEFENCE RETHINK 


Canberra is considering whether to 
assign defence attachés to its 
diplomatic posts in New Delhi and 
Islamabad, apparently in order to 
follow more closely the build-up of 
more sophisticated military 
capabilities as well as strategic 
planning on the Subcontinent. 
Defence attachés were withdrawn 


‘Aquino. 














from the two posts as an economy 
measure in April 1987, but recent 
events, such as India’s lease of a 
Soviet nuclear submarine, have 
resulted in a re-examination of 
priorities. 


FUND FINDINGS 


The Asian Development Bank has 
received a feasibility study which 
recommends establishing a mutual- |. 
fund company in the Philippines. The | 
report also recommends upgrading — 
the Philippine Securitiesand — — 
Exchange Commission, = ooo 
strengthening the existing share _ 
exchange systems, and enactin; 
legislation to encourage Ph 
companies to issue more equity 
report also recommends the eventua 
creation of a group of mu nds 
after the first company. which would 
manage a closed-end fund investing 
primarily in equities, has become 
established. a 


EASY MONEY: 


The Vietnam state bank’s frequent x : 














printing of money to cover the — 
government budget deficit — one of. 
the causes of triple-digit inflation — — 
may become even easier if discussions 
with a partially British-owned 
company bear fruit. The state bank is 
considering purchasing equipment to 
print bank notes, which are currently 
produced in the Soviet Union or East 
Germany. When the bank issued 
large-denomination notes in March, 
the black-market value of the 
currency fell from Dong 1,300 to 
Dong 3.000 to the US dollar within a 
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few weeks. 
EN 








«THE WEEK 


| AFGHANISTAN 
More than 100 Afghan troops were killed 
in an offensive aimed at slowing the buildup 
1 Of US-backed mujahideen west of Kabul, 
Western diplomats in Islamabad said (74 
| June). 


| AUSTRALIA 

| Thousands of workers in the industries 
| and the public service held mass rallies in 
| Sydney to protest against tough laws which 
would severely curb union power (9 June). 


| BANGLADESH 

| Minutes after parliament passed a law 

| declaring Islam the state religion several 
thousand people took to the streets of Dhaka 
in protest (8 June). Stores were shut and 
most traffic stopped as opposition parties 
staged a one-day strike to protest the law (/2 


June). 


CHINA 
University, students staged a pro-demo- 





cracy demonstration and challenged the 
communist party’s authority in Peking de- 
spite intimidation from hundreds of police 
and a stern warning from the government (8 
June). Five men and a woman were charged 
in connection with the killing of a university 
student whose death prompted the latest 
wave of student protest (10 June). Politically 
charged posters vanished from the campus of 
Peking University as the State Education 


| Commission demanded tough punishment | 
| for students who break disciplinary rules (/2 


June). 


FIJI 

Police detained the country’s top union 
official and a former finance minister in con- 
nection with the recent discovery of a large 
quantity of arms (9 June). 


HONGKONG 

A Chinese national who was trained by 
the KGB to be its top agent in Hongkong has 
defected to the US (8 June). 





Sad 


PAKISTAN 
President Zia-ul Haq announced a new, 
18-member caretaker cabinet (9 Jurne). 


SOUTH KOREA 

The government began deploying 60,000 
riot police to stop students from marching 
to the border with the North (8 June). Frus- 
trated students fought pitched battles with 
police after being foiled in a bid to meet 
their counterparts from the North (10 June). 
Radicals attacked a US Government of- 
fice with fire bombs and tear gas in Taegu 
(13 June). More than 1,000 students chant- 
ing anti-American slogans staged a sit- 
down protest at the edge of the demilitarised 
zone for reunification of she two Koreas (/4 
June). 


kd 

SRI LANKA 
Eight people including a ruling party 
litician were killed in separate cases of vio- : 
lee involving militant Sinhalese, officials {0 
said (14 June). Y 
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Agrarian reform law is full of loopholes which benefit landholders 


Land mines ahead 


By James Clad in Manila 


n 10 June, President Corazon 
Aquino signed into law a 54-page 
bill creating a Comprehensive Agrarian 
Reform Programme (CARP). Aquino 
called the measure, endorsed two days 
earlier by the Philippine Congress, a 


“tolerable compromise" enabling a | 


“radical leap in agricultural productiv- 


ity” while “uplifting the Filipino masses | 


from their ancient poverty.” 
The new law emerged at the end of 


the inaugural session of the bicameral | 
congress, first convened on 27 July | 
1987. The law’s language is comprehen- | 


sive, with implementation spread over 
the next 10 years. The legislation leaves 


the hardest part of land reform — the | 


breakup of private estates — for last. 
This reverses a February 1987 presiden- 
tial plan which set the parcelling out of 
public lands as the last step. 

The CARP’s envisaged reach takes it 
well beyond earlier agrarian statutes or 
decrees. All agricultural lands, private 
and public, are potentially subject to 
government acquisition and redistribu- 
tion. The CARP looks ahead to such 
other results from land reform as invest- 


| ores rere ces 


i 


i 


ment by former landowners in rural in- 
dustries. 

Yet in its effective reach, the CARP 
could fall well short of its goals. Critics 
of the CARP point to land-retention 
limits available to private landowners 
who do not grow maize or rice — own- 
ers producing these crops are covered 
separately — when the programme fi- 
nally affects them in 10 years. The limits 
are: 5 ha for the landowner, plus 3 ha for 
each of his or her children over 15 years 
of age. In a country with large families, 


the critics argue, these limits are gener- | 


ous to a fault. Moreover, landowners 
and their children will have first pick of 
land lots, ahead of CARP beneficiaries. 
Judging from past experience, the 
adroit use by existing landowners of re- 
tention-limit rules could result in com- 
paratively little privately held land be- 
coming available for redistribution. The 
government says as much as 2.8 million 
ha could be redistributed to 2-3 million 
landless farmers over the decade. How- 
ever, the critics say landowners have al- 
ready alienated much of this to nominee 
companies, relatives or heirs. 





Grand ambition, 
snail’s pace 


epublic Act No. 6657, as lawyers 
describe the recently enacted Com- 
prehensive Agrarian Reform Program- 
me (CARP), strikes a balance between 
grand ambition and gradual implemen- 
tation. The new law goes further than 


anything enacted previously but its | 


timetables for change, its exemptions 
from reform, its emphasis on compensa- 
tion and litigated appeals will act as a 
brake on the law’s promise of “redis- 
tribution of [all agricultural] lands to 
[landless] farmers and regular farm- 
workers . . . irrespective of tenurial ar- 
rangement." 

Much of the new law is complex or 
drafted in a confusing fashion. In es- 
sence, however, it contains the following 
features: 
> AH lands classified as in agricultural 
use are covered. 

» Existing landewners' retention limits 
are 5 ha, pius 3 ha “to each child of the 
landowner” who is at least #5 years old 
and is *actually tilling the land or di- 
rectly managing the farm." 

» During the first stage — to be carried 
out in the CARP's first four years — 





lands growing rice and maize, those 
sequestered, foreclosed or Marcos- 


crony lands seized or held by the govern- | 


ment, idle and abandoned lands, and 


any land offered voluntarily will be re- | 


distributed. 
» During the second stage — also to be 


carried out in the first four years — any | 
public agricultural lands “to be opened | 


for settlement" plus all private lands 
"in excess of 50 ha" will be redistri- 
buted. 

» During the third stage — to be car- 
ried out in the fourth to seventh years — 
landholdings from 24-50 ha in the first 


stage and then lands with retention | 


limits of up to 24 ha will be redistributed. 
> Beneficiaries will all be landless 
farmers — except those who have illeg- 
ally entered and occupied lands and 
those who “culpably” disposed of land 
granted to them under earlier laws. 
Their maximum entitlement will be 3 ha, 
which cannot thereafter be transferred 
“except through hereditary succes- 
sion.” 

Beneficiaries will pay 30 annual 


amortisations at 6% interest to the Land | 


Bank of the Philippines, with reduced 
rates for the first three years. 

» With regard to the position of multi- 
national plantations, the CARP is am- 
biguous but it says publicly owned land 


ad 


| 
| 
| 
| 





Some cynics suggest that the 
CARP's friendly gestures to the status 
quo go well beyond retention limits. 
Lawyers contacted by the REVIEW said 
the new law offers a plethora of legal 
strategms, such as court-sanctioned ob- 
jections to government land valuation, 
which could greatly slow implementa- 
tion. In a litigious society like the Philip- 
pines, court wrangles could keep the 
Department of Agrarian Reform, the 
government's executing agency, "tied 
up for decades," as one lawyer put it. 

Quite apart from that, the other 
categories of land covered by the CARP 
have large question marks hanging over 
them. Rice and maize lands remain en- 
tangled in a thicket of litigation dating 











Aquino signs the CARP into law. 





| 
| 
| 
| 





| leased to foreign interests “shall be prog- 
i rammed for acquisition and distribution 


immediately." However, it holds open 
the continuation, and even extension, of 
existing leases until 1992 and beyond. 

> Various alternatives to redistribu- 
tion are outlined where “it is not 


| economically feasible and sound to di- 


vide the land," including worker 


| shareholding, lease-back and growers' 
| agreements. ' 
|» AH lands “with 18% slope and over" 


are exempted, as are all lands taken by 
government for various social purposes. 
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from earher agrarian-re- ; PHI 
form laws. Lands seized or 
sequestered from cronies of 
former president Ferdinand 
.| Marcos are not extensive. 
' Nor are cultivable public 
lands, much of which needs 
to be preserved as water- 
sheds. 

Among the country's 10 
million cultivated ha; the 
stereotype of spacious 
haciendas is often’ little 
more than a stereotype. | 
Large farms are the excep- 
tion and are mainly mono- 






Source: 1980 Agricultural Census. 


E BEVIEWTABL: 
| crop enterprises, such as Filipino- | reasonable retention limits and . . . to | reform, while the dominant factions in | 
| Owned sugar estates or government | the payment of just compensation.” the more conservative lower house 
lands leased by foreign plantation in- | At the close of a 16-month period as | worked to head off significant change. 
terests. Conditions on these estates | a decree-making president, Aquino in- Another problem facing land reform 


compare favourably to life on a small, | structed the congress to pass a CARP | is an acute shortage of compensation 
marginal farm. The CARP holdsoutem- | statute. However, she left the details | funds. The new law says funds will come 
ployee-share schemes, or cooperatives, | entirely to the legislators, a move typi- | from sales of Marcos-crony and other 
as an alternative to breaking these up. cal of Aquino's presidential style. Some | government-controlled assets, and from 
now decry a "lost opportunity" to de- | foreign aid. Yet, it became clear during 
he genesis of this latest stab at land | cree a tougher land-redistribution pro- | a meeting last year in Osaka that poten- 
reform lies in a general disillusion- | gramme. Land reform advocates within | tial foreign donors will only fund neces- 
| ment with the last. In 1973, Marcos de- | the government had hoped Aquino | sary support services for new land- 
creed the redistribution of lands grow- | might at least act to head off land-valua- | owners, and not land purchases them- 
ing rice and maize. That law, known as | tion tangles by decreeing set, pan- | selves. 





PD 27, achieved little more than 2576 of | Philippine values for irrigated and non- Due to the uncertainties of funding, 
its goal. irrigated lands, but this never emerged. | scepticism towards the CARP has been 
During the February 1986 presiden- | The CARP’s “tolerable com- | strong, though most critics do not echo 


tial election, Aquino and her running | promise" results from battles between | attacks against the new law launched by 
mate, Vice-President Salvador Laurel, | the 23-member senate and the 203- | the Kilusang Mabubukid ng Pilipinas, a 
promised land reform. A new constitu- | member House of Representatives. As | militant farmers union. which dismisses 
tion promulgated last year mandated | on other issues, such as enforcing a con- | the legislation as an "instrument of big 
"just distribution of all agricultural | stitutional ban on nuclear weapons, the | landlords to subvert and defeat the Fili- 
lands" to the landless, "subject to | senate took a progressive stance in land | pino farmers' aspiration for land." 
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Lands required for national defence | SOUTH KOREA 
are also exempted, and "commercial 
farms," such as those producing live- 
Stock, poultry, fish and prawns, also fall Y k t y h 
outside the CARP's net. an ee, S a ere 
» Funding will come from sales of gov- 
ernment assets at home and abroad. “All 
receipts from assets recovered and from . 
sales of ill-gotten wealth recovered" | By John McBeth in Seoul 
from Marcos cronies will help pay outh Korean officials maintained | student march to the frontier with North 
CARP's cost, and foreign aid is to be for many years that their country | Korea at Panmunjom, Oh said: “It is 
used only "for financing... supportser- | would be militarily self-reliant by the | time for the [South] Korean people to 
| vicesunder..."theact, and not for land | mid-1990s. But at a time when anti- | make themselves clear and loud; we 
purchases. American sentiment has been growing, | should say we want US forces here if we 
The CARP also contains provisions | they have suddenly revised that esti- | are to favour a real deterrence." Oh, a 
setting out: the method of land acquisi- | mate. Defence Minister Oh Ja Bok now | Korean War veteran and recently re- 
tion; acceptance or rejection of offered | says that a US presence will be neces- | tired chairman of the Joint Chiefs of 








US troops now needed until after turn of century 





price, with court appeals explicitly pro- | sary until early in the next century. Staff, was responding to a question 
vided for; incentives for “voluntary land With US Defence Secretary Frank | about the possible withdrawal of US 
transfer," and even detailed descriptions | Carlucci sitting next to him, Oh said troops. 





of the convertibility of bonds received in 
payment. One use, the 54-page statute 
says mysteriously, is “substitution for 
bail bonds for the provisional release of 
accused persons." 

Other provisions increase the likeli- 
hood of dummy sales in advance of gov- 
ernment-led reform. “Voluntary land | Chun Doo Hwan and former defence | ning Board that South Korea could not 
| transfer" may result in direct sales be- | minister Chong Ho Yong. Significantly, | discontinu@its arms race with the North 
tween the landowner and his landless | however, Oh appeared to be speaking | until the year 2000. "The defence 


| 
i 
| 
i 
| 
after their bilateral security consulta- | Oh said he saw no hope of the threat | 
| | 
i 
| 
| 
| workers “under terms to be mutually | on behalf of a military which now wants | budget [now over 5% of GNP] can only | 


tions that self-reliance in defence “can- | from the North being lifted before “the 
not be achieved before the first part of | first part of the 2000s,” meaning, an 
the year 2000.” US forces would be re- | army officer explained, the first two or 
quired until then. three years after the turn of the century. 

The mid-1990s’ estimate had been Oh’s remarks came three weeks after 
touted previously by both ex-president | he told a meeting of th® Economic Plan- 





agreed upon by both parties.” to make itself heard. be reduced after the North Korean 
. — James Clad Speaking on the eve of an attempted | threat disappears,” he said, in what may 

















have been an implicit message to oppo- 
sition parties. 

In a joint communique issued after 
the 7-9 June security talks, both sides 
agreed that US forces should remain in 
South Korea “until a foundation for re- 
gional security is firmly established.” 
And, inareflection of the language Car- 
lucci used on his arrival, they said US 
forces will remain “as long as the threat 
from North Korea continues and their 
presence is desired by the [South] Ko- 
rean Government and people.” 

Although Oh's statement tended to 
put the future of the US presence in a 
new light and appeared to be a pointed 
expression of the South Korean mili- 
tary’s position, the two allies decided to 
study aspects of the controversial Com- 
bined Forces Command (CFC), under 
which an American four-star general 
has operational control over all South 
Korean frontline forces, and report 
back before next year’s consultations in 
Washington. 

In reality, however, there is no real 
deadline and the study is expected to be 
simply an extension of a preliminary re- 





port, prepared after nearly a year of dis- 
cussions, focusing on the role of the 
South Korean CFC deputy commander. 
The deputy is subordinate to command- 
er-in-chief Gen. Louis Menetrey, who 
concurrently heads the Ground Compo- 
nent Command, the US 8th Army and 
also the United Nations Command — 
the umbrella organisation for joint de- 
fence until the 1978 bilateral CFC 
agreement. 


ationalistic Young Turks in the 
South Korean Army are understood 
to have initially pushed for the change, 
but the more senior generals are reluctant 
to make any substantial adjustments, 
apparently because of fears that it might 
set off a chain reaction in the US Con- 
gress where anti-South Korean feel- 
ings have been rfinning high. There are 
no plans to look into the possibility of 
giving the South Korean feneral the 
ground component slot, which would be 
a good starting point if serious change 
was being contemplated. 
Carlucci and Oh also reached agree- 


a”. 








ment on a new cost-sharing arrange- 
ment under which the South Koreans 
will provide US$40 million a year from 
1989-91 for combined defence projects, 
up from US$34 million now, and a 
further US$5 million towards mainten- 
ance costs for US Navy aircraft. AI- 
though this falls short of the US$60 mil- 
lion the Americans wanted, they were 
"quite happy" with what they got, one 
official told the REVIEW. 

It costs the US about US$3 billion a 
year to maintain its 41,000 servicemen 
in South Korea. Seoul's contribution is 
valued at about US$1.906 billion, in- 
cluding US$1.618 billion in rent and tax- 
free land and US$288 million for de- 
fence projects and South Korean sol- 
diers attached to the US Army. 

In reviewing security planning for 
the September Olympic Games in 
Seoul, Carlucci and Oh expressed con- 
cern over the recent forward deploy- 
ment of North Korean SAS surface-to- 
air missiles only 40 miles north of the de- 
militarised zone. Carlucci said he had 
raised the issue with the Soviet Union. 
The high-altitude missiles can now 





reach deep into South Korean airspace, 
putting at risk commercial aircraft using 
Seoul's Kimpo Airport. The North Ko- 
reans already have surface-to-surface 
missiles capable of hitting the South Ko- 
rean capital from Pyongyang. 

Some analysts feel the North’s move- 
ment of the SASs can be justified 
militarily because it places them within 
range of aircraft using the 7th US Air 
Force airbase at Osan, south of Seoul. 
"If I was a North Korean air defender, 
that's where I would put them," said 
one source. The missiles may also pose a 
threat to the until-now untouchable 
Okinawa-based SR71 spyplanes which 
the US claims do not overfly North 
Korea, but which might have changed 
their operating procedures since the 
missiles were emplaced. 

Western defence circles think the 
Soviet Union may have won guarantees 
of a trouble-free Olympics by supplying 
the North with the SA5s, a squadron of 
SU25 ground-attack aircraft and radar- 
guided ZSU23/24 anti-aircraft guns 
over the past year. oO 








CAMBODIA 


Coming to 
the party - 


Hanoi stops quibbling over 
formula for talks 


By Michael Vatikiotis in Jakarta 


t now looks likely that informal talks 

aimed at solving the Cambodian con- 
flict will take place in Indonesia in July 
or early August. All parties have now 
indicated their willingness to attend 
what has been dubbed the "cocktail 
party," but now being officially named 
as the Jakarta informal meeting. 

Diplomatic sources agree that Viet- 
nam's flexibility over the terms of its 
participation has been an important 
catalyst. Up till recently, Hanoi was 
sticking to the terms of the Ho Chi Minh 
City understanding last July between 
then Indonesian foreign minister 
Mochtar Kusumaatmadja and his Viet- 
namese counterpart, Nguyen Co 
Thach. 

Hanoi's vague assurances about par- 
ticipation, embodied in that under- 
standing, drew criticism from the Asean 
nations and virtually halted all progress. 
But momentum was restored at the UN 
in September after Prince Norodom 
Sihanouk, the resistance coalition 
leader, made an impassioned plea to 
Asean foreign ministers to back the plan 
for talks. 

From then on, it was up to the fac- 
tions in the resistance coalition, the 
Vietnamese-backed government in 
Phnom Penh and the Vietnamese them- 
selves to signal their intention to attend. 
According to a senior Foreign Ministry 
source in Jakarta, the Vietnamese 
"went beyond their position set down in 
Ho Chi Minh City." In other words, 
they stopped quibbling about the for- 
mula under which they would attend. 
Thach confirmed on 9 June that Viet- 
nam would participate. 

Vietnam's backer, the Soviet Union, 
has undoubtedly urged Hanoi to attend, 
as the Vietnamese troop presence in 
Cambodia remains the main obstacle to 
Moscow's goal of a Sino-Soviet summit 
meeting to restore normal relations. 
Speaking after a visit to Peking by 
Soviet Deputy Foreign Minister Ivan 
Rogachev in early June, the Chinese 
foreign minister said conditions for such 
a summit could only be set if Moscow 
took practical i a for a complete Viet- 
namese pull-out from Cambodia. 

Although Indonesian Foreign Minis- 
ter Ali Alatas has said it is too early to 
talk about “formal invitations or formal 
confirmations,” diplomatic sources say 
that all the factions of the resistance co- 
alition will be represented. The Khmer 
Rouge, which might have been ex- 











pected to stay away, has said it will at- 
tend if the Vietnamese are there. Son 
Sann from the Khmer People’s National 
Liberation Front has agreed to go, as 
has Prince Sihanouk. And it was a “fair 
assumption,” said the sources, that 
Vietnam has also put pressure on the 
Phnom Penh government to send the 
prime minister, Hun Sen. 

As for China, which has dem- 
onstrated a reluctance to support dip- 
lomatic initiatives on Cambodia in the 

ast, Alatas came away from talks with 

eking's new foreign minister, Qian 
Qichen, in New York at the end of May 
with "the clear impression that China 
supports the meeting." 

Diplomats say the talks will be held 
in two phases: the first round to be at- 
tended by Phnom Penh government 
representatives and the leaders of the 
resistance coalition, the second to in- 
clude the other parties. 

It still remains unclear what the 
meeting aims to achieve. One view is 
that it will merely set an agenda for fu- 
ture discussions. This is likely to have an 
impact on the status of the annual de- 











Help from 
old enemies 


Vietnam asks US to help 
cut China-Khmer Rouge link 


By Nayan Chanda in Washington 
hile agreeing to attend the Jakarta 
meeting on Cambodia, Vietnam's 
top diplomatic priority seems to be find- 
ing a way to cut China's support for the 
Khmer Rouge. In talks with US offi- 
cials, Vietnamese Foreign Minister 
Nguyen Co Thach has urged Washing- 
ton to work towards an independent, 
Cambodia that would present no sec- 
urity problem to Thailand or Vietnam. 
Implicit in Thach's proposal was the 
suggestion that the US should persuade 
Thailand to deny sanctuary to the 
Khmer Rouge and cut Chinese supply 
lines in return for a total Vietnamese 
withdrawal and a coalition government 








in Cambodia under Prince Norodom 






with China — something US officials 
find quite implausible. Thach also 
warned that once Vietnam withdrew its 
troops from Cambodia it would not re- 
turn no matter what happened. If the 
US did not help weaken the Khmer 
Rouge, it could be held responsible for 
their return to power. 

US officials discount this as a desper- 
ate attempt "to drag the US into the 
Cambodian problem." Peking had not 
shown any sign it was ready to drop Pol 
Pot. Washington is unwilling to con- 
front China on the question before Viet- 
nam offers a credible withdrawal plan. 
While privately admitting the need for 
US involvement at a later stage to pre- 
vent the return of the Khmer Rouge, 
most officials balk at early engagement. 

The Thach-Vessey meeting, mean- 
while, saw progress on the bilateral 
problems. Washington agreed to pro- 
vide Vietnam with equipment for foren- 
sic study of possible remains of Ameri- 
can servicemen missing in action. A 
Vietnamese team will visit Hawaii later 
this month to receive training. 

Hanoi has agreed in principle to let 








bate on Cambodia at the UN general as- 
sembly in September. The question is 
whether the talks here will lend weight 
to Vietnam's argument that there is no 
longer any need for the UN to debate a 
resolution on Cambodia. 

The Jakarta meeting will also raise 
Indonesia's diplomatic profile. Much of 
the important groundwork was pre- 
pared by Mochtar — and the meeting, if 
it comes off, will be a testament to his 
dogged perseverance. 

Equally for Asean as a whole, the 
success of this regional initiative has ac- 
quired more urgency with the 
emergence of alternative paths to a sol- 
ution that might be interpreted as less 
than desirable for the regional group- 
ing. While Phnom Penh itself has 
suggested negotiating under the aus- 
pices of the non-aligned movement, 
the Soviets are said to be floating the 
idea of a reconciliation between the so- 
called "communist" factions of Cam- 
bodia: the ruling Kampuchean People's 
Revolutionary Party and the Khmer 
Rouge. . fa] 





| Sihanouk. Thach will no doubt put the 
| argument directly to Thai Foreign 





Minister Siddhi Savetsila in mid-June. 
In addition to publicised talks with 
US presidential envoy Gen. John Ves- 
sey in New York on 8 June on bilateral 
issues, Thach held a “private meeting” 
with Vessey and assistant secretary of 
state Gaston Sigur about Cambodia. 





Thach pointed to four common objec- 
tives: withdrawal of Vietnamese forces, 
no return of Khmer Rouge leader Pol 
Pot, a leading role for Sihanouk in an in- 
dependent and neutral Cambodia, and 
a political solution. 

But Sigur repeated the US position 
favouring a political solution and urged 
Vietnam to talk directly with Sihanouk. 
As to a US role, he reiterated the estab- 
lished policy of following the Asean 
lead on Cambodia. 

A frustrated Thach warned that the 
US risked seeing some “unexpected de- 
velopment” not favourable to its in- 
terest. By this, it was interpreted, Thach 





broadly hinted that lacking other op- 
tions Vietnam may be forced into a deal 


all former detainees of “re-education 
camps” and their families emigrate to 
the US. While the US expects a total of 
50,000 to come, Thach told Vessey that 
half a million could be eligible if families 
are included. A US team will travel to 
Hanoi in July to negotiate details. 
Thach has since told the REVIEW 
that such massive migration could hap- 
en only with an improved atmosphere 
tween the two countries, a US guaran- 
tee that the former army men would not 
engage in hostile activities against Viet- 
nam, and a Hanoi representation in 
Washington to “watch” the programme. 
On Vietnam’s troop withdrawals in 
Indochina, Thach said that 40,000 sol- 
diers had been brought back from Laos 
and were being demobilised as their 
draft terms ended, without any further 
troops being “rotated® back into Laos. 
He did not deny Western intelligence 
reports th&t troops withdrawn from 
Cambodia had been stationed in Cu 
Chi, near the Cambodian border, but 
insisted such pull-outs would be used to 


reduce troop strength. o | 
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BANGLADESH 
The Islamic way 


Ershad’s religious amendment steals Zealots’ thunder 


By S. Kamaluddin in Dhaka 
he 7 June constitutional amendment 


making Islam the state religion of |... 
Bangladesh has confounded the opposi- | 


tion. Mainline opponents — who 
boycotted the March elections — and 
other groups agitating against what they 
see as exploitation of the majority reli- 
gion, are.unlikely to generate enough 
feeling within the country to force the 
repeal of the amendment. 

While the move has cut the ground 
from under fundamentalist groups call- 
ing for an Islamic state, it continues a 
trend towards Islamisation which 
began in Bangladesh in late 1979. Then, 
a constitutional amendment removed 
the four state principles, including sec- 
ularism, and inserted  Bismillah-ar- 
rahman-ar-rahim (in the name of Allah, 
the beneficent, the merciful) in the 
preamble to the constitution. 

Bangladesh differs from those Is- 
lamic countries preaching fundamen- 
talism in that its people, while devout, 
are relaxed about their religious beliefs. 
But some observers believe President 
H. M. Ershad may eventually be forced 
into creating an Islamic state, despite 
his expressed view that such a develop- 
ment is not his government's intention. 

The government has argued that the 
latest amendment gives recognition to 
the Muslim religion practised by the 
majority of the population, and re- 
moves a propaganda tool from the 
hands of fundamentalist groups. But 
critics in the rift-prone mainline opposi- 
tion charge the move was unnecessary 
and illegal, while the fundamentalist 
groups are divided, with some believing 
the amendment does not go far enough. 





had an opportunity, it 
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A recently formed Committee for 
Resistance against Repression, said on 
10 June that the amendment would result 
in "religious extremism and discrimina- 
tion" (against minority groups), obstruct 
intellectual freedom and ultimately put 
medieval restrictions on the rights of 
women. It was, the committee stated, a 
move taken to perpetuate the authorita- 
rian rule of the Ershad government. 

The passage of the bill was opposed 
in parliament by the so-called loyal op- 
position, which staged a walkout. The 
leader of the parliamentary opposition, 
A. S. M. Abdur Rab, 
said the move would 
divide the nation 
further. Protest 
marches and a one-day 
strike on 12 June were 
organised by the main- 
line opposition, made 
up of the eight- 
party alliance led by 
the Awami League's 
Sheikh Hasina, the 
seven-party grouping 
led by the Bangladesh 
Nationalist Party’s 
(BNP) Khaleda Zia, 
and the  five-party 
Left-wing alliance. 

Hasina told a large 
protest meeting in 
Dhaka on 9 June that 
whenever her grou 











Ershad: more pressures ahead, 


would scrap the amendment bill. She 
charged that it was “a heinous move to 
destroy the spirit of the liberation war 
and reunite Bangladesh with Pakistan." 


(Bangladesh, formerly East Pakistan, | 


became independent in 1971.) 

The BNP's Khaleda said the amend- 
ment was "highly politically motivated" 
and was an attempt to exploit religion to 
divide the nation and generate a com- 
munal atmosphere. She described the 


| present parliament as "illegal" and said 


that it did not have the authority either 
to amend the constitution or even pass 
any law. 

Prime Minister Moudud Ahmed 
countered the opposition charges by 
emphasising that the bill would help 
consolidate national unity and resist the 
growth of fundamentalism. Ahmed, 
who fought in the war for secession from 
Pakistan, argued that the amendment 
did not negate the spirit of the liberation 
war “which was not fought on the basis 
of secularism." 

A senior official, who did not want to 
be wee told the REVIEW that the 

m amendment bill was 
z drafted along the lines 
8 of the Malaysian Con- 
r stitution where Islam 
: has also been given the 

status of state religion. 
"Perhaps it makes 
some sense in a coun- 
try like Malaysia 
where the Muslims 
barely maintain their 
numerical superior- 
ity,” he said. "But 
in Bangladesh about 
9076 of the people are 
Muslim and it was not 
necessary." It also did 
not mean anything 
since there was no con- 
stitutional provision to 
ensure any Islamic 
tenets were enacted as 
law, and that the basic 
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character of the con- 
stitution had remained 
unchanged. 

Ershad, who was 
.| present in the parlia- 

* ment building for the 
assage of the-bill, on 9 
une visited Muslim 
holy man  Moulana 
Hashmatullah at At- 
roshi, about 80 km 
southwest of Dhaka, 
and told a large crowd 
that the recognition of 
Islam as the state reli- 
gion "will enable us to 
live as a nation with dis- 
tinct identity." Ershad is 
an ardent disciple of the 
holy man. 

A diplomatic source 
said that while govern- 
ment leaders, including 
Ershad, appeared keen 












Protesters denounce moves towards an Islamic state. 


The movement 
centred round only a 
few activists instead of 
arousing the support of 
the broad masses. While 
the two leaders — 
Hasina and Khaleda — 
managed to put up a 
show of unity for the be- 
nefit of the people, they 
were trying to cut eac 
other out politically. 
Hasina seems to believe 
that her party has the 
organisational strength 
and popular support to 
launch à movement, 
while any strategy for a 
united movement based 
on untested premises 
has taken a back seat in 
Khaleda's mind. 

The Right-wing or- 
thodox Jamaat-e-Islami, 





to maintain the secular 


for the first time since 





character of the country, they might 
soon find it increasingly difficult to with- 
stand mounting pressures from the fun- 
damentalist groups to declare the coun- 
try an Islamic republic and then to intro- 
duce Islamic law to complete the circle. 


hile the Islamic countries appeared 
quite happy over the develop- 
ment, New Delhi has quietly expressed 
its dissatisfaction and concern about the 
ossible impact the bill may have on the 
Hindu minority. It fears that armed with 
the new bill, some Muslim elements 
could take the law into their own hands 
and create a situation to force the Hin- 
dus to migrate to India. Indian diploma- 
tic sources here are saying that they are 
receiving large numbers of letters from 
Hindus saying that they were suffering 
from a sense of insecurity and some 
complained of regular harassment by 
the majority community members. 
Communal. harmony has been main- 
tained in Bangladesh with no major 


communal disturbance in the country 
since riots in 1964, and the reports of 
widespread insecurity may be exagger- 
ated. But the rumble of a united opposi- 
tion movement to unseat the Ershad re- 
gime has turned into a whimper of pro- 
test as the opposition groups fail to 
maintain unity, totally demoralising po- 
litical activists. As a result, the danger 
of fundamentalist factions reviving 
communal forces cannot be ruled out. 
Meanwhile, the Awami League 
chief's declaration that any future unity 
with other political parties has to con- 
form strictly to the party's programme, 
which includes the demand for a resto- 
ration of the original constitution, and 
not just the ousting of Ershad, is a stum- 
bling block to cooperation with other 
major political parties. But the seeds of 
disunity were inherent in the way the 
movement against Ershad began late 
last year when a broadly based pro- 
gramme for reforms declined into a 
crusade against one person — Ershad. 





the united opposition movement against 
the Ershad regime began in late 1983, 
failed to come out with a common pro- 
gramme for the WC Sete 12 
June strike, since it has found it dif- 
ficult to oppose openly the Islamisation 
bill. The Awami League and other Left- 
wing parties — especially the pro-Mos- 
cow Communist Party of Bangladesh — 
have openly stepped up their hostilities 
against the Jamaat. The BNP also will 
be forced not to cooperate with the 
Jamaat. 

This state of affairs should normally 
rovide an opportunity to the ruling 
atiya Party (JP) and Ershad to consoli- 

date their position. But the JP, because 
of internal rivalries and organisational 
weaknesses, has failed to utilise the ad- 
vantages to the full. Also, the Islami- 
sation move by Ershad — while enabl- 
ing him to seize the initiative for now — 
also runs the risk of overtaking him. 
How soon, though, is difficult to pre- 
dict. 


Islam, but other religions may be practised in peace and har- 
mony in the republic." But it had failed to declare that 
sovereignty belonged to Allah and not the people and that all 
the laws to be framed should be based on the Koran and the 
sunnah (teachings of the prophet). 

The Tablig Jamaat, an affiliate of the fundamentalist 
world body based in New Delhi and second in organisation 
and power only to the Jamaat-e-Islami, does not seem con- 
cerned about the constitutional amendment. The fundamen- 
tal difference between the two groups is that the Tablig 
Jamaat calls for the purification of the soul and personal re- 
form and the Jamaat-e-Islami believes in capturing political 
power in order to effect social reform. 

The Tablig Jamaat's view is: “If everyone becomes re- 
formed what is the need for indulging in politics?" The Tablig 
is, in fact, stronger than the Jamaat-e-Islami in the coun- 
tryside and in the mosques where its members preach per- 
sonal reform, and it has proved to be the most effective 
counter to the Jamaat's social activism. It has been described 
by other fundamentalists as **pro-establishment" as it does 
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not work with other groups against the government. 

The Islamic Constitution Movement (ICM), which differs 
from both the Jamaat and Tablig Jamaat, has been formed 
by four reformist organisations: the Islamic Solidarity Move- 
ment led by barrister Korban Ali, the Bangladesh Khelafat 
Andolan of Moulana Abdur Rahim, the Islamic Jubo Shibir 
headed by Sheikhul Hadith Moulana Azizul Huq, and the 
Bangladesh Mujahed Committee led by Abidur Rahman. 

The ICM, whose four components may merge formally 
into one body, has been launched to achieve a four-point de- 
mand: that sovereignty belongs to Allah; that the Koran and 
the sunnah should be the basis of all laws; that all existing 
laws should be changed according to sharia within a definite 
period of the time, and that the country's administration 
should be run by a representative form of government. 

Ali said the declaration of Islam as the state religion was 
not n: but, in view of Bangladesh's secular constitu- 
tion “which goes against the Islamic constitution," was a step 
forward. But Ali said: “We want implementation of Islam as 
a complete code of life.” — S. Kamaluddin 
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he country’s minorities, secularists, 
and women’s organisations have 
roundly criticised the move to declare 
Islam as the state religion. While the 
women’s groups think that the recently 
passed law was unnecessary and could 
even erode women’s rights, the 
minorities argued that the move would 
negate the spirit of the Liberation War 
of 1971, which was fought by all citizens 
regardless of their religion. 

Despite repeated government assur- 


.ances that the introduction of Islam as 


the state religion will not affect the 
minority communities, non-Muslims 
appeared deeply concerned. Secular- 
minded Muslims felt that the move was 
uncalled for in a country where more 
than 87% of population are Muslims. 
Hindus account for less than 10% , with 
Christians and Buddhists making up the 
rest. Inevitably, the introduction of the 
enabling legislation last month sparked 
off protest from all these groups. 
However, the mainline opposition 
alliances, which had been talking about 
launching a massive protest throughout 
the country against the government 
move, failed to translate their threat 
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Broadcast news 


Voice of the victims — 


Women and minorities protest the Islamic move 





into action. In fact, there was wide- 
spread frustration in the opposition 
camp as Awami League chief Sheikh 
Hasina left for India where her children 
are studying. Her return home almost 
coincided with the passage of the bill. 
The minority groups tried to 
spearhead a movement by forming an 
action council of Hindus, Buddhists and 
Christians. The council organised sev- 
eral protest meetings and managed to 
stage a march on the parliament, where 
the 2,000 demonstrators handed a peti- 
tion to the speaker of the parliament. 
The petition said: “Declaration of Islam 
as the only state religion will result in 
destroying national unity, curtail equal 
rights of other communities and even 
encourage them to take separatist 
stands.” The council also pleaded for 
separate electorates for minority com- 
munities. Similar groups in some dis- 
tricts with substantial minority popula- 
tions also raised their voices in protest. 
The Christian churches — led by 
the Archbishop of Dahaka, Michael 
Rozario, and Bishop Barnabas Mondal 
of the Church of Bangladesh — ran a 
front page advertisement in an English- 


Probe into local TV company turns into political crisis 


By Tai Ming Cheung in Macau 
Meus most riveting drama is cur- 
rently being played out behind, 
rather than on, the Portuguese en- 
clave’s TV screens. A judicial inquiry, 
initially set up to investigate allegations 
of financial impropriety and misappro- 
priation of funds at the local TV com- 
pany, Teledifusao de Macau (TdM), 
has turned into a political crisis for the 
government. 

Heads in the administration have 
begun to roll. The director of the Justice 
Affairs Office, Alberto Costa, and a de- 
puty were sacked in early June by their 
boss, Undersecretary for Justice and 
Administration Jose Antonio Bar- 
reiros, for allegedly putting pressure on 
the judge in the TdM case, Jose Manuel 


. Celeiro. This happened despite an in- 





ternal inquiry which cleared the two. 
Even as Costa's influential supporters in 
the administration promised retalia- 
tion, Barreiros is*reported to have ten- 
dered his resignation. 

The judicial investigation*was begun 
after a former journalist at TdM, 
Eduardo Maia Cadete, gave an inter- 
view to a local newspaper on 12 March 
alleging serious malpractices by TdM's 








chairman, Antonio Ribeiro. Cadete's 
allegations, a source said, resulted from 
a personal feud between his wife and 
Ribeiro. 

The investigation centres on the role 
of Ribeiro, two other board members, 
staff from TdM's accounts department 
and four officials from the Portuguese 
bank, Banco National Ultramarino, 
during TdM's changeover earlier in the 
year from a state-owned concern to a 
limited public company. The investiga- 
tion is looking into allegations that pay- 
ments made by the new company, TdM 
(SARL), appeared in the accounts of 
the old company, TdM (EP), and that 
company funds were used for personal 
reasons, including a holiday to Thailand 
by Ribeiro. 

Local lawyers and observers say ir- 
regular business practices, such as the 
backdating of accounts, is standard in 
Macau and are surprised at the way in 
which the affair has ballooned. “Other 
larger financial scandals go unreported, 
so what makes the TdM case so im- 
portant?" said one Portuguese jour- 
nalist. 

The case's significance is more politi- 








| "preserve the patrimony of indepen- 





language daily appealing to the presi- 
dent, government leaders and members 
of parliament to reconsider the move to 


dent Bangladesh." EN 

The advertisement said that when- | 
ever a religion became a concern of 
the state, it passed into the hands of 
those who possessed. political power, 
and added: “It is our belief that religion 
cannot be legislated. ... only . . . under 
the guidance of authentic religious per- 
sons will religion grow and advance 
properly." 

Although the legislation allows other 
religions to be practised in “peace and 
harmony," critics have pointed out that 
it could open the way towards fun- 
damentalism. Some | fundamentalists 
have already mounted pressure for de- 
claring Bangladesh an Islamic state. 

Independent MP Nurul Islam, while 
discussing the bill in parliament, asked: 
“Will the corrupt give up taking bribes 
after this bill is passed? Will everyone 
become religious? Will all become 
angels?" And he added: "Are you sure 
you are not creating more problems?" 

Among the problems the new law 
would create is the fear of fundamen- 
talism and the curbing of women's 
rights. Women's groups have main- 
tained that the new law is totally un- 
necessary because the country is well 





cal than legal, though the two strands 
are interwoven. On trial are not only 
TdM officials, but also Macau's legal 
and political system, a Macanese politi- 
cian said. “Justice needs to be seen to be 
done, otherwise confidence in Macau’s 
institutions will be seriously under- 
mined," said Alexandre Ho, a deputy of 
Macau's Legislative Assembly. 

The case shows up serious deficien- 
cies in the legal system, including the 
lack of measures to deal with corrup- 
tion. This is not surprising, say some ob- 
servers, noting that corruption is a fact 
of life in Macau. 

Attempts to reform the system have 
met with little success. Legislation was 
recently passed making it illegal for gov- 
ernment officials to accept gifts of more 
than Patacas 500 (USS6> .11) on public 
holidays (other periods were not in- 
cluded), though a proposal to establish 
an agency to enforce it, along the lines 
of Hongkong's Independent Commis- 
sion Against Corruption, was defeated. 


polarisation of views between those 
Portuguese and Chinese closely fol- 
lowing the affair seems to have taken 
place, a Chinese politician said. “It is 
a case of their [the Portuguese] views, 
and ours |the Macanese Chinese]. The 
Chinese demand justice, while the Por- 
tuguese want damage limitation." 
Such a division of views reflects the- 
wider gulf between the indigenous 
Chinese and Portuguese in the govern- 





ment, and Macanese society in general. 








E 


Ta dar «abd 2 TAS CACTCOR Ce Bree D Au 

















served by the 1937 legislation on Mus- 
lim personal law incorporating aspects 
of the religious sharia (Islamic law). 
The women’s rights groups are also 
deeply frustrated at the half-hearted 


"protests mounted by the mainline oppo- 


sition parties. Fhey say that the opposi- 
tion leaders have chickened out because 
of the fear that any concerted protest 
against the Islamic bill could be used by 
the government to claim that the oppo- 
ue was agitating against Islam it- 
self. 


vo women’s organisations — 
including such umbrella bodies as 
the United Women's Forum, National 
Women Lawyers Association, Mahila 
Samity, Mahila Parishad and Na- 
ripakhya — are now expected to put 
pressure on the government so that any 
attempts at introducing fundamentalist 
laws, especially those discriminating 
against women, are frustrated. 

Sigma Huda, general secretary of the 
Women Lawyers Association, who is 
also prominent in human-rights ac- 
tivities, said emphasis on Islam had 
been building up since late president 
Ziaur Rahman's days in 1979. AII the 
same, she had never believed that 
Bangladesh would become officially an 
Islamic country. But that process had 
just started, she told the REVIEW. 


The government, especially its upper 


echelons, is regarded as a Portuguese 
preserve because Portuguese is the only 
official language, and the Chinese do 
not speak it. Therefore, scandals such as 
the TdM affair provide ready ammuni- 
tion for those in the Chinese commun- 
ity, who feel left out of the territory's af- 
fairs, to criticise the Masonic-like na- 
ture of the government. 

Because senior members of Macau's 
Portuguese elite are under investiga- 
tion, with the likelihood of more being 
implicated if the case continues, there is 
growing concern that a a cover-up is on 
the cards. "Pressure 
has been building in 
the last few days fora 
cover-up,” a local ob- 
server said, "includ- 
ing increasing criti- 
cism by local pro- 
government news- 
papers of the judge 
and his motives for 
continuing the in- 

uiry." 
E The governor, 
Carlos Melancia, may 
yet becalled on by the 
Judge to explain his 
knowledge, if any, of 
the affair. Itis alleged 
that Melancia attend- 
ed a KE in Feb- 
ruary when letters of 
credit. belonging to 
TdM were discussed, 


Melancia: indiscretions. 
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The United Women's Forum or- 
ganised a number of rallies and proces- 
sions led by well-known poets and writ- 
ers, including Sufia Kamal and Nilima 
Ibrahim, but it failed to budge the ad- 
ministration from its chosen path. This 
strategy of confrontation by feminists 
was, however, not to the liking of some 
women, who felt that indirect pressure 
through the wives of top government 


leaders could have borne better results. 
Huda pointed out that soon after the 
government announced its intention to 


Women in 





though those who attended the meeting 
gave contradictory accounts as to 
whether the letters were discussed. 

Although few doubt the governor’s 
innocence in the scandal, the way the 
TdM changeover was allowed to be 
handled may bring a more serious 
charge of incompetent or negligent 
management upon the government. 

There have been calls for Melancia’s 
resignation in the local press because of 
this affair and other indiscretions. A 
Portguese lawyer, Carmona e Silva, 
writing in the newspaper Comercio de 
Macau, criticised the appointment of 
“unqualified” civil 
servants in the admin- 
istration and the 
granting of land con- 
cessions without 
proper tenders — in- 
cluding the backdat- 
ing of some since the 
Sino-Portuguese 
Joint Declaration on 
Macau's future 
signed last year. Ob- 
servers believe it un- 
likely that Melancia 
will go. 

Some observers 
believe that the TAM 
scandal would not 
have reached its cur- 
rent proportions 
were it not for politi- 
cal point-scoring in 
Portugal. “Melancia 


introduce the recently passed law, the 
Iranian Embassy in Dhaka circulated a 
publication entitled Status of Women in 
Iran, which she described as “obscene.” 
The publication sought to focus on the 
theme that the responsibility of women 
in an Islamic country was merely to pro- 
duce and raise children. Like Huda, 
other women leaders felt that if and 
when secular parties returned to power 
they would find it extremely difficult to 
reverse the policy of Islamisation. 

— S. Kamaluddin 





was appointed by Portugal's Socialist 
President Mario Soares, and the embar- 
rassment to the Macau administration 
indirectly reflects on Soares himself," 
a journalist here said. "The Portu- 
guese media, controlled by more con- 
servative interest aligned to Soares' 
main opponents, the Social Democrats, 
have picked up and highlighted the 
scandal with glee. Now the common Por- 
tuguese, who before the TdM af- 
fair broke, had hardly heard of Macau, 
associate the place with scandals," he 
said. 

The TdM affair comes at a particu- 
larly sensitive time politically and com- 
mercially. Macau's transition to 
Chinese rule in 1999 is already under 
way and there are plans for several 
major projects — including an airport — 
aimed at turning Macau into an interna- 
tional business centre. 

Peking has stayed out of the affair, 
refusing to comment publicly or pri- 
vately. But Chinese officials are likely 
to be concerned that the scandal does 
not affect stability by undermining con- 
fidence in the Macau Government. 
Melancia visited Peking at the end of 
May and was given a high-level wel- 
come, including a meeting with Chinese 
Premier Li Peng. Orfe commentator 
said this reflected Peking's wish to show 
support fo: the government. *How- 
ever," he added, “the Chinese don't 
care about the TdM affair or who is gov- 
ernor, as long as it does not damage sta- 
bility in the run-up to 1999.” oO 
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Porcupines have a natural 
advantage. 


They were born with all-round — 
protection. 


Pity your company wasn t. 




















As a company treasurer, you're 
constantly caught up in prickly situations. 
Day in, day out, your decisions and 
your company's projections are at the mercy of 
a frightening variety of financial risks. 

: Risks that could easily wipe out your 
rofitabil ity or destroy your competitive edge. 
And before you can 

- deploy any of the financial 

- instruments that are available to 
-help you to manage those risks, 
-you have to determine precisely 

~ what the risks are. 

oe That's when it's time to call our 

_ Chase experts to the rescue. 

j | 3 As a globally based 
| financial services institution, we have 
unrivalled specialist knowledge 
of virtually every market, and 
every type of business. 

Which means that we also have the 
necessary expertise and experience to define a 
company's exposure profile more accurately, and 
to identify the most dangerous risks. 

Including the hidden ones that could 
otherwise surface, with disastrous effect, only 
after the event. 





For the fact of the 
matter is that financial market and 
commodity price volatility is always 
capable of impacting your 
operating costs and playing havoc with your 
bottom line. 

Look at it this way. 

A company may have no 
borrowings, but could still be facing an interest 
rate risk. 

Because one of your major 



































competitors with borrowings might benefit fr 
a fall in interest rates, and gain a sudden | 
advantage. And if you're not protected against 
such a possibility, you could find yourself in 
trouble. 

By the same token, your company's 
entire operation — from financing and raw : 
materials sourcing to manufacturing and 
marketing — may be based in one county, 
one currency. 

Yet you could still be threatened | 
a foreign exchange risk. 

Because even though you wouldn 
be affected directly, a shift in a foreign exchange . 
rate could open the door to unexpected, and 
unwelcome, competition from overseas. 


company doesn’t have to be the or 

We'll work with you to a 
risks in your business and industry. 

Then we'll engineer an pepropriate 
financial solution. 

Using a combination of swaps, 
options, forwards and futures, we'll provide 
exactly the sort of all-round protection your 
company needs. 

And as a result, you'll be able to pla n 
with more certainty in today's increasingly 
uncertain financial and commercial environment. 

All of this, of course, is a function of. 
our global banking capability that integrates 
size, international network and highly specializ 
industry knowledge with the broadest array of 
commercial and investment banking products. 
and services, to set Chase apart from other 
financial institutions. 

And it's only one of our strong 
points. 


STRATEGIC RISK MANAGEMENT 


For further information, please contact your Chase Relationship Manager, EM. CH 
or call our Special Transactions Desk in Hong Kong on (5)843 1218. d : "wa 
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.. plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 
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Zia's hands-on leadership 


President restores military pre-eminence in politics 


By Husain Haqqani in Islamabad 
Following his surprise decision to dis- 

solve parliament, Pakistan Presi- 
dent Zia-ul Haq has nominated an 18- 
member caretaker cabinet. But having 
accused parliament of ineffectiveness, 
corruption and failure to carry out Is- 
lamisation, the president has appointed 
leading members of the same group to 
his caretaker government, which is 
drawn from previous cabinets of ousted 
prime minister Mohammed Khan 
Junejo or members of his Pakistan Mus- 
lim League (PML). 

No caretaker prime minister has 
been appointed, confirming Zia's inten- 
tion to retain control. By removing 
Junejo but retaining his party's influen- 
tial patronage, Zia has secured unre- 
stricted authority. His moves have also 
restored the pre-eminence of the mili- 


| tary in Pakistan's politics. 


While the constitution requires Zia 
to hold fresh elections within 90 days, 
few people believe elections will be 
held, though the sceptics may yet be 
confounded. Critics say the president 
might prolong his tenure through a ref- 
erendum or by proclaiming a state of 
emergency, both sanctioned by the con- 
stitution, and could also resort to extra- 
constitutional means as long as the mili- 
tary remains firmly behind him. 

When Zia assumed power amid poli- 
tical chaos in July 1977, he had declared 
that his sole aim was to organise free 
and fair elections and transfer power to 
the winners. But he went on to rule for 
eight vears without any checks on his 
authority and did not fulfil the promise 
of elections until February 1985. 

But the circumstances of Zia's first 
coup and his latest moves are 
basically very different. At that time the 





| 
| 





military had stepped in to end street 
protests prompted by allegations of 
electoral fraud by one party. Its political 
role was supported by the then opposi- 
tion which found Zia more sympathetic 
than the man he ousted, then prime 
minister Zulfikar Ali Bhutto. Promises 
of Islamisation, strict law enforcement 
and economic reform appealed to cru- 
cial segments of public opinion and with 
support from his coalition, Zia managed 
to maintain martial law. 

This time, Zia cannot count on the 
same factors. It is true that the Junejo 
government allowed the economy and 
law and order to deteriorate and tried to 
create a power base solely on the basis 
of patronage accompanied by massive 
corruption. But it did not evoke the 
kind of antagonism faced by the late 
Bhutto in his final days as ruler. Further- 
more, the credibility of Zia's promises 
of Islamisation and clean government 
has eroded considerably since his early 
years in power. 

Powerful Islamist groups such as the 
Jamaat-e-Islàmi, which initially backed 
his Islamisation programme, now ques- 
ton Zia's sincerity. Even the presi- 
dent's most ardent supporters acknow- 
ledge that his unwillingness to work out- 
side the bureaucratic framework has 
made Islamisation under his leadership 
ineffective. In the economic realm, Zia 
would face the same political problems 
which prevented the Junejo govern- 
ment from making tough decisions. 

Conditions in the country were not 
markedly different on 29 May, when 


Zia dissolved parliament and state as-- 


semblies, than over the preceding few 
months, making people wonder as to 
the president's real motives. Several 





















theories have been put forward about 
the timing of Zia’s move including dif- 
ferences between Junejo and the mili- 
tary over Afghan policy and the mili- 
tary’s unhappiness with civilian criti- 
"cism of its. position. Members of 
Junejo's cabinet had been calling for 
cuts in defence spending and had de- 
manded parliamentary accountability 
of military personnel. 

But more important than the im- 
mediate reason is the basic difference 
between Pakistan's politicians and the 
military over the priorities in running 
the country. The politicians emphasise 
populist slogans and local influence as 
part of an attempt to build their con- 
stituencies. In doing so, long-term na- 
tional priorities can sometimes be ig- 
nored and seeds are sown for severe 

roblems. The military's preference is, 
in the words of a senior officer, "to get 
on with the business of state...” 





To factors distinguished Zia’s re- 
cent reassertion of power from the 
military’s previous interventions in na- 
tional politics. First, he acted within the 
framework of the constitution, which he 
restored at the end of martial law with 
amendments approved by parliament, 
hence precluding martial law or any cur- 
tailment of political freedom. 

Secondly, his decision was accepted, 
albeit under protest, by all political 
forces in the country including the 
extra-parliamentary opposition and 
Junejo's PML. The consensus of politi- 
cal parties that elections should be held 
within the constitutionally mandated 

eriod means that for once Zia does not 
ave the option of playing one political 
faction against the other. 

Despite the politicians’ scepticism, 
there are chances that Zia might have to 
hold elections early this time. aa 
tion parties, including the Pakistan 
People’s Party (PPP) of Bhutto’s daugh- 
ter Benazir, and the Jamaat-e-Islami, 
| are already discussing the possibility of 
a broad-based alliance on the sole issue 
of immediate polls. Disgruntled mem- 
bers of Junejo’s PML are also inclined 
towards cooperating with such an al- 
liance, leaving Zia with, in the words of 
one politician, “the support of only 18 
civilians [his ministers].” 

But Zia could outfox the opposition 
once again. Although he has given the 
impression that he might repeat his 1977 
game-plan, so far he has not gone 
beyond a few symbolic gestures towards 
Islamisation and no long-term policy 
changes have been unveiled regarding 
the economy and civic order. 

Having demonstrated the limits of 
the politicians' influence by reasserting 
constitutional authority with military 
backing, Zia can now look for new 

artners in a more realistic power-shar- 
ing arrangement. After 11 years out in 
the cold, almost all political parties in- 
cluding the PPP, are itching to get back 
into parliament even if its powers are 















circumscribed. A snap summer poll 
could result in a parliament more to 
Zia's liking than the previous one which 
was comprised of mainly second-rate 
politicians because of the boycott of the 
1985 non-party elections by major poli- 
tical figures. 

The opposition is in disarray and the 
heat of summer is likely to prevent mas- 
sive mobilisation which could turn into 
an anti-Zia protest. After being ousted 
from power, the PML has attracted 
some public sympathy which could 
minimise the disadvantage it might have 
had if it had run as the military's surro- 
gate in a free election. The influence 
built by the party through patronage 
will also be intact, at least for a few more 
months, yielding it a substantial number 
of parliamentary seats — especially in 
rural Punjab. 

From Zia's point of view a frag- 
mented parliament, with the PML and 
PPP vying for first position and smaller 
parties including regional and religious 
groups holding the balance of power, 
would be ideal. But election results can- 
not always be predicted with accuracy 
and there is no indication that Zia is now 
prepared to change his previous cau- 
tious style and start taking risks. 

Meanwhile, Zia will have a free 
hand in pursuing his own poly on Af- 
ghanistan. Zia has clearly been dissatis- 
fied with the UN-sponsored Geneva 
agreement, which he thought achieved 
only one of three Pakistani objectives, 
namely the withdrawal of Soviet troops. 
Zia is understood to feel the other two 
— the return of Afghan refugees and 
recognition of the Afghans' right of self- 
determination — were not sufficiently 
pursued at the negotiating table by the 
delegates of Junejo's civilian govern- 
ment. 

In Zia's view, the mistake of Junejo 
and his colleagues was to demonstrate 
excessive eagerness for an early accord. 
In March, the prime minister invited op- 
position politicians for a round-table 
conference at which demands for an im- 
mediate settlement were aired. 

The civilians’ negotiating stance 
came from a lack of commitment on the 
Afghan question. Pakistani politicians 
see the war across their northwestern 
frontier more in terms of its domestic 
fall-out than as an ideological struggle 
which Pakistan should pursue irrespec- 
tive of costs. 

Zia and the military have developed 
an attachment to the Afghan mujahi- 
deen whom they see as the country’s 
first line of defence against com- 
munism. They believe there could be 
more long-term benefits in waiting pa- 
tiently for a mujahideen-led govern- 
ment in Kabul. 

Although Pakistan is now bound by 
its commitments at Geneva, Zia would 
like to focus more on a tough political 
posture against the Kabul regime. He 


for the Afghan resistance. 











will pay attention to increasing support 
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A premier 
candidate 


Politburo member Do Muoi 
tipped as prime minister 





By Murray Hiebert in Bangkok 


o Muoi, 71, ranked third in the | ; 
Party: 
(VCP) politburo, is emerging from rela- 


Vietnamese Communist 


tive obscurity as the prime candidate for 


election in late June to the premiership. | 
by the country’s national assembly, dip- 
lomats and visitors to Hanoi reported | 


following recent conversations with 
VCP Central Committee members and 
assembly representatives. 

Until recently, many observers had 
been convinced that 66-year-old Vo 
Van Kiet was the leading contender to 
replace the late premier Pham Hung, 
who died in March. Kiet, who ranks 
fourth in the politburo, was named act- 
ing premier to fill in for Hung and gave 
up his post as head of the state planning 
commission. 

The central committee will soon hold 
its fifth plenum to discuss the country's 
grave economic crisis and nominate a 
candidate for premier, analysts say. The 


national assembly will likely elect this > 


candidate during its next session, which 
is expected to begin in the fourth week 
of June. 

Some Vietnamese sources say Muoi 
will get the job because Kiet failed as 
acting premier to avert a serious food 


shortage in the northern provinces ear- - 


lier this year and slow the country's rag- 
ing inflation after new currency notes 
were introduced in March. 

However, other Vietnamese believe 
that the central committee is simply not 
yet ready for Kiet who is very popular in 
the south, where he worked with party 
chief Nguyen Van Linh in the late 1970s 
and early 1980s to introduce flexible 
economic policies there. These sources 
report that only about a third of the 124 
central committee members and 49 al- 
ternate members strongly support the 
economic reforms proposed by Linh 
and Kiet. 

Some analysts see Muoi's probable 
election as a compromise of different 
viewpoints within the party. Others re- 
gard it as another transitional step be- 
tween the "old guard," who stepped 
down 18 months ago, and the party's 
younger leaders, such as Kiet and For- 
eign Minister Nguyen Co Thach. 

Visitors to Ho Chi Minh City say 
people there interpret recent news- 
paper artictes which criticised the gov- 
ernment’s decision to invite a Chinese 
musical group from Hongkong to per- 
form in Vietnam as an attempt to dis- 
credit Kiet. The articles raised ques- 
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tions about the wisdom of inviting the 
Hongkong group at a time when China 
was "attacking" the Spratlys, a refer- 
ence to a clash over the disputed islands 
between Vietnamese and Chinese ships 
in March. People in Ho Chi Minh City 
assume Kiet approved the group’s invi- 
tation. 

Like most Vietnamese leaders, Muoi 
is not well known to the public. He gave 
up his position as vice-premier early last 
year after being named No. 2 in the 
party secretariat, where one of his 
major responsibilities has been to lead a 
campaign to purify the party of corrupt 
officials. 

At the end of the Vietnam War in 
1975, Muoi was put in charge of the 
party’s efforts to socialise trade and in- 
dustry in the south, which caused seri- 
ous economic problems and a massive 
flight of refugees. But more recently, 
Muoi's few recorded public statements 
suggest that he supports economic re- 





form. In 1984, he was chosen to explain 
the party's new policies on managing in- 
dustry. 

During the past decade, Muoi has 
also played a key role in economic coop- 
eration with Vietnam's East European 
allies. He accompanied Linh to the 
Soviet Union in May last year. 

Muoi was born near Hanoi in 1917 
and, according to his official biography, 
he joined the revolutionary struggle 
against the French colonial rulers when 
he was 14. He was arrested in 1941, but 
escaped in 1945 and led an uprising 
north of the capital. 

In 1958, Muoi was appointed minis- 
ter of internal trade, but then he disap- 
peared from public view for most of the 
1960s, apparently due to illness. In 
1969, he was named vice-premier and, 
in the early 1970s, he served as chair- 
man of the state pricing commission and 
building minister. Muoi joined the polit- 


buro as an alternate member in 1976. gy |Muoi: economic reform. 








MALAYSIA 


The king's bench 


Six judges to weigh charges against Supreme Court head 


By Suhaini Aznam in Kuala Lumpur 


T Malaysian king has appointed 
four Malaysian and two foreign 
judges to advise whether the Supreme 
Court's Lord President Tun Mohamed 
Salleh Abas should be sacked for al- 
leged misconduct. No date has been 
fixed yet for the unprecedented tribunal 
hearing. 

Prime Minister Datuk Seri Mahathir 
Mohamad told Salleh of his suspension 
from office on 27 May, after the king 
had expressed his displeasure about a 

rivate letter Salleh had written to the 

ing and Malaysia’s eight other sultans 
in March, defending the judiciary 
against Mahathir's attacks. According 
to Salleh, but denied by Mahathir, 
another reason given 
was Salleh’s alleged 
partiality in court cases 
involving the old and 
new United Malays Na- 
tional Organisation 
(Umno), the country's 
de facto ruling party of 
which Mahathir is pre- 
sident. 

Most of the six 
judges appointed to the 
tribunal are considered 
by Malaysian legal cir- 
cles to be pro-establish- 
ment in their respective 
countries. The chair- 
man of the tribunal, 
Chief Justice of Malaya 
Tan Sri Abdul Hamid 
Omar, is next in line to 








Salleh: public hearing denied. 


Salleh in the judicial hierarchy and is 
currently acting lord president. Should 
the tribunal advise the king to remove 
Salleh, Hamid will probably succeed 
him. 

The fact that the tribunal comprises 
six members, an even number, has also 
raised eyebrows. This, however, is tech- 
nically acceptable since the constitution 
merely specifies that the minimum 
should be five. 

The Sri Lankan Chief Justice, K. A. P. 
Ranasinghe, is regarded as even-handed 
in Colombo legal circles, though his ap- 

intment in February last year over the 

ead of the most senior contender made 
clear his political acceptability. Singa- 
pore's Supreme Court 


Judge T. S. Sin- 
nathuray was ap- 
pointed because its 
chief justice was 


away, the Prime Minis- 
ter's Department said. 
In Singapore,  Sin- 
nathuray's most publi- 
cised cases recently 
have been habeas cor- 
pus poom by In- 
ternal Security Act de- 
tainees, in which Sin- 
nathuray upheld gov- 
ernment arguments. 
The Chief Justice of 
Borneo, Tan Sri Lee 
Hun Hoe, is the only 
other person still on the 
bench, the two other 





Malaysians having retired. Tan Sri 
Mohamed Zahir Ismail, 64, retired from 
the Kelantan High Court in 1982 and is 
now speaker of parliament’s lower 
house. Tan Sri Abdul Aziz Zain is less 
known, having left the (then) Federal 
Court in 1971 at the age of 49. Today, 
Aziz has a registered law practice and is 
involved in business. Conspicuously ab- 
sent from the line-up is retired judge Tun 
Mohamed Suffian Hashim, who had 
served the courts for 21 years, eight of 
them as lord president. 

In his only public statements issued 
since his supension, Salleh had asked 
that he be judged by peers “whose ranks 
and standing are at least equal to mine.” 
That wish has been denied. Salleh also 
asked for a public hearing, but govern- 
ment statements have been silent on this 
point. 

International law bodies have sup- 

orted Salleh’s requests. “It would be 
invidious for junior judges to make re- 
commendations concerning the lord 
president,” the International Commis- 
sion of Jurists wrote to Mahathir, add- 
ing that it assumed Salleh would be en- 
titled to the usual defence rights of call- 
ing witnesses, represention by counsel 
and a public hearing if he so wished. 

The private lawyers’ group Lawasia 
said any other action would “give 
further support to the view, already pre- 
valent in the region, that there is in 
Malaysia a determined effort to exer- 
cise political control over what has been 
to date a highly respected and indepen- 
dent judiciary.” 

e origins of the suspension, as 
given by Mahathir, could also raise 
questions about the constitutionality of 
the process: as a constitutional monarch 
should he have complained at all? 
Conflict could also arise between 
his roles as “complainant” and final 
arbiter. 
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i First-asylum countries take tough stance on Vietnamese refugees 


By Rodney Tasker in Bangkok 
ex time is fast approaching for 
certain Asean countries and Hong- 
kong which are bearing the brunt of a 
new wave of landings of Vietnamese 
boat people. Humanitarian considera- 
tions are being cast aside as it becomes 
apparent that, 13 years after the end of 
the Vietnam War, most arrivals are not 
“real refugees” escaping political perse- 
cution but young “migrants” escaping 
their country’s economic travails. 

While first-asylum countries, par- 
ticularly Thailand, Hong- 
kong and Malaysia, are 
now facing a new influx of 
Vietnamese, the resettle- 
ment countries — mainly 
the US, Australia, Canada 
and France — have slowed 
down their intake of ref- 
ugees over the past three 
years. ^ 

So now, the countries 
which are the first port 
of call for the Vietnam- 
ese are urgently pushing 
for a new comprehensive 
plan. 

Thailand, seeing the 
number of boat people ar- 
rivals triple in 1987 to 
11,195, after several years 
of gradual decline, is the 
front-runner in moves to 
establish a new interna- 
tional code for dealing 
with what it considers to 
be an exodus of economic 
migrants, rather than ref- 
ugees. 

In February, after a 
month in which 2,191 boat 
people arrived in the eastern Thai 
province of Trat, Bangkok adopted a 
policy of pushing the Vietnamese 
away. 

This caused an outcry, and the Thais 
later qualified their stand as being one 
of refusing to allow the Vietnamese into 
camps where they would be considered 
for resettlement to third countries, 
sending them instead to Site 2, on the 
Cambodian border, where they would 
join 4,000 Vietnamese “land people” 
and 160,000 Cambodian “displaced per- 
sons.” 

Yet the REVIEW has learned that 
despite a memorandum of understand- 
ing from Bangkok to the UN High 
Commissioner for Refugees (UNHCR) 
and a public guarantee in Washing- 
ton by Foreign Minister Siddhi Savet- 
sila that Thailand would continue its 
humanitarian refugee policy, both 
made in late April, Vietnamese boat 





Note: 1987 — 591 arrivals in Singapore; 1988 — 118 Indonesia, 
“January to April 1988. A 


people are still being turned away. 

There is no evidence that this is still 
a national policy, but reports from 
Malaysia say nine boatloads of refugees 
were turned away from Thailand's 
southern shores in May. A total of 294 
Vietnamese arrived in Malaysia, out of 
319 who set sail from Vietnam and were 
not allowed to land in Thailand. 

The arrivals in Malaysia had some 
lurid stories to tell about their treatment 
in Thailand, in many cases being sent 


VIETNAMESE BOAT 
PEOPLE ARRIVALS 
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away and into the hands of pirates who 
robbed them, raped their women and 
rammed boats. 


n one case, refugee arrivals said, a 

boatload of 79 Vietnamese was forced 
back off the southern Thai province of 
Songkhla, where they were confronted 
by 20 Thai fishing boats full of men 
armed with knives and hammers. When 
they tried to return to shore they were 
shot at. 

Eventually, the group made its way 
through the pirate boats and landed in 
northern Malaysia — but not before 
being robbed of all they possessed and 
having six girls taken away and gang- 


raped. f : yi 
A senior Thai official denied the inci- 
dent *... we have checked it, and it's to- 


tally untrue,” he said. He said Vietnam- 
ese boat people who eventually arrive in 
Malaysia often tell dramatic stories to 


415 Philippines, 21 Singapore. 





ensure they are allowed to remain. 
Malaysia still gives first asylum, but said 
in April this would only be for amother 
year. 

Also, now that the Thai Government 
has announced that new arrivals would 
not be eligible for resettlement, some 
groups of boat people simply wanted to 
call at Thai ports to replenish stocks of 
water, fuel and food before carrying on 
to Malaysia. 

Either way, the number of arrivals in 
Thailand, since it adopted its tough 
stance, has been reduced from 2,191 reg- 
istered in January to one in April and 
none in May. This may reflect the fact 
that the UNHCR has been denied ac- 
cess to new arrivals for the past three 
months. 

“The presence of UN officials in 
the places where the boat people 
land is in itself a lure 
to other Vietnamese,” the 
Thai official explained. 

In Malaysia, boat- 
people arrivals continue 
unabated, with 4,825 reg- 
istered from January to 
30 April — the largest 
number of arrivals in the 
region. Whether the 
Malaysians will accept this 
situation until their own 
one-year deadline is de- 
batable, but undoubted- 
ly the word has spread 
among prospective Viet- 
namese escapees that 
Malaysia and Hongkong 
are the places where they 
will be allowed to land. 

At the same time, 
Western officials say, at- 
tacks by pirates are be- 
coming more violent. UN 
figures suggest that while 
91 of 1,110 Vietnamese 
refugee boats were at- 
tacked during 1987, there 
were no reported deaths 
67 women were 
raped. From January to 30 April this 
year, with 22 boats attacked, there 
were 18 reported deaths and 18 women 
raped. 

The Asean countries plus Hongkong 
want a new Geneva conference to estab- 
lish guidelines for voluntary repatria- 
tion of boat people back to Vietnam, 
the screening out of the economic mi- 
grants and for resettlement countries to 
agree to fixed, multi-year refugee-in- 
take quotas. But such quotas would 
encourage Vietnamese to leave their 
homeland, and resettlement countries 
do not like being pinned down to multi- 
year quotas. 

Requests for a new*Geneva confer- 
ence will probably be included in the 
main refug@e resolution at the annual 
Asean foreign ministers’ meeting in 
Bangkok in early July, though it will 
probably not take shape until early 
1989. 
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Lee jumps the transition hurdle and moves ahead on reform 
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other. Taiwan boasts foreign-exchange 
reserves of US$75 billion. 

Breaking with a long-standing policy 
of not participating in any international 
forum which recognises the government 
in Peking, Taiwan returned to the Asian 
Development Bank in April after a 
three-year boycott. At the same time, 
Taipei has heralded its increasingly 
flexible posture on private-sector con- 
tact with the mainland. 

Many Taiwan residents are now 
being permitted to visit relatives on the 
mainland and, under increasing pres- 
sure from the business community, the 
government appears to be taking a more 
relaxed stance on commercial links be- 
tween Taiwan and the mainland. 

On the political scene, Lee has held 





times militant political agitation of in- 
dustrial workers, farmers, university 
students and even ageing civil war vete- 
rans has created a feeling of uncertainty 
here. This uneasiness may also have 
been fed by concern over what may hap- 
je to Hongkong in 1997, when the 
ritish colony reverts back to Chinese 
sovereignty. Will Peking then bring 
more pressure to bear on Taiwan to ac- 
cept the “one-country, two-systems" 
formula it has promised Hongkong? 
The uncertainty is exacerbated by a 
lack of any real communication be- 
tween the government in Taipei and the 
people it serves, a legacy of the martial- 
law years. While government leaders 
struggle to shed their authoritarian 
image — military policemen are still 
mobilised to quell demon- 





Taiwan's crucial first 
EN «ix months under Pre- 
> The 
L. . . . 
FORE who inherited the dif- 
h M À ficult task of imple- 
= forms put in motion 
< by the late president 
tively smoothly, despite some stormy 
moments. But Lee and those in his gov- 
democratic society are likely to face a 
rough road ahead, as opposition politi- 
policy clamour for rapid change. 
Compared with a year ago when 
Kuomintang (KMT) nearly 40 years ago 
after its retreat from main- 
force, the social and politi- 
cal atmosphere here is so re- 
seems an altogether differ- 
ent country. The island's 
backwater under the dogma- 
tic rule ofa handful of ageing 
turning home to China some- 
day, if only to be buried, has 
and democratic as well as 
economic fulfilment. 
climate has nurtured numer- 
ous and varied interest 
sively for the government's 
and the public's attention. 
perative in all aspects of 
life here. 
after four decades of rule by the late 
president Chiang Kai-shek and then his 
trary to some speculation, lead to pro- 
longed chaos. And despite the opposi- 
martial law was lifted, Lee has not wai- 
vered from his commitment to reform. 
government, debate is focused more on 
the pace of reform than on its direction. 
Taiwan thrives as a major Asian indus- 
trial and trading centre. A*measure of 
trade surplus with the US, which Taipei 
is trying to manage with one hand while 


By Shim Jae Hoon in Taipei 
XR sident Lee Teng-hui, 
menting political re- 
Chiang Ching-kuo, have passed rela- 
ernment committed to a more liberal 
cians and other critics of government 
martial law — imposed by the ruling 
land China — was still in 
laxed that today's Taiwan 
image of a tired political 
mainlanders dreaming of re- 
given way to one of purpose 
The more liberal political 
groups which vie aggres- 
Change has become the im- 
The lifting of martial law 
son, who died in January, did not, con- 
tion’s more aggressive posture since 
Even within the opposition, as in the 
As far as the tconomy is concerned, 
its success is, ironically, its awkward 
keeping the economy growing with the 


Farmers clash with riot police outside the Legislative Yuan. 











strations — the press is only 
just poking its head up out 
of the trenches to test the 
limits of its new-found free- 
dom after 38 years of mar- 
tial-law constraint. 


[= recognises that exist- 
ing political and social 
mechanisms for facilitating 
communication are as much 
in need of reform as the po- 
litical system itself. But the 
task of reform in this area as 
well as the necessary re- 
| structuring of various politi- 
| cal, judicial, administrative 
| and other institutions are 
| difficult, and Lee has only a 





short time to tackle these 
problems. 

Under the constitution 

— promulgated in 1947 by 

the KMT before fleeing 





firmly to a centrist course, seeking to 
maintain stability against pressures 
from rightwing conservatives within his 
own KMT on the one hand and from 
radical reformers in the opposition 
Democratic Progressive Party (DPP) on 
the other. 

So far, Lee has brushed aside sugges- 
tions from the conservatives that the 
reimposition of martial law be consi- 
dered or, at least, that the government 
crack down hard on dissent. However, 
recurring political demonstrations — 
highlighted during rioting by disaffected 
farmers and workers in Taipei on 20 
May — have tested the government's 
resolve and elicited a tough response. 

The increasingly vocal and some- 





to Taiwan from the main- 
land — Lee’s present term ends in May 
1990, when the late Chiang's six-year 
term of office would have ended. In 
December 1989, Lee must also face a 
mid-term test in a Legislative Yuan 
election. 

Taiwan's constitution divides power 
among the government's five yuans, or 
branches. Theoretically, the Executive 
Yuan, or cabinet, runs the entire gov- 
ernment under the leadership of Prime 
Minister Yu Kuo-hwa. In reality, how- 
ever, a complex system of checks and 
balances gives other branches exclusive 
— if overall unequal — force in their re: 
spective sectors. 

This scheme of divide and rule was 
consolidated under the Chiang family. 




















The system and emergency legislation 
enacted in 1948, the Temporary Provi- 
sions During the Period of Communist 
Rebellion, enabled the Chiangs to re- 

.tain lifetime power even though the 
constitution limits the president to two 
consecutive terms. The 1948 provisions 
gave the president unlimited freedom to 
rule by decree without regard to the 
legislative or executive branches of gov- 
ernment. 

Who holds real power in govern- 
ment? This key question remains a de- 
St tah Dunt as Taiwan moves towards a 
more democratic form of government, 
and complicates Lee's exercise of au- 
thority. Chiang Ching-kuo had the 
foresight and courage to put Lee — a 
native Taiwanese, not a mainlander — 
in the constitutional line of succession. 
But by failing to reform Taiwan’s politi- 
cal institutions, including the constitu- 
tion, he left Lee to face potential chal- 
lenges to his authority from the tradi- 
tional alternative power centres. 

Nationally elective chambers such as 
the Legislative Yuan, the Control Yuan 
(an inspectorate of official activities), 
and the national assembly (which elects 
the president) require urgent attention. 
About 80% of the members of these 
bodies are mainlanders between 70 and 
80 years of age. In a state of permanent 
exile, they last faced elections 40 years 
ago in mainland constituencies, which 
they still claim to represent. 

Pressure to retire these mainlanders 
with pensions has been resisted, and 
Lee can move only slowly given the fact 
that his own position is ultimately in the 
hands of the national assembly. Nor can 





p resident Lee Teng-hui, 65, a former 
agricultural economics professor at 
Taiwan National University, is a native 
Taiwanese who was initially educated 
by the Japanese and later trained in the 
ruling Kuomintang's (KMT) political 
mould. Although he owes his position 
as president and leader of the KMT to 
the late president Chiang Ching-kuo, 
who chose Lee as his successor, he also 
feels a strong bond to other native 
Taiwanese. 

Philosophically, Lee is a mandarin 
but his sympathies nevertheless lie with 
the aspirations of the Taiwanese, whose 
hatred for the KMT dates back to the 
slaughter of an estimated 20,000 
Taiwanese during a rebellion against 
KMT rule in 1947. The ambiguity of 
Lee's position — dissidents were livid 
when he said at his inauguration on 22 
February "we are all Chinese" and 
asked Taiwanese to forgive and forget 
the massacre — has lost him goodwill 
among many native intellectuals. 








After the dynasty, 
a local mandarin 









Out with the old: page 30 
Diffused voices: page 32 


Victims of boom: page 32 
Divided but growing: page 33 





the Legislative Yuan alone amend the 
constitution, as the national assembly 
shares that power too. 

The whole system has been crafted 
mainly to keep the KMT in power. It be- 
nefits few outside the ruling party, and 
even after the passing of the Chiang 
family dynasty, the system remains 
firmly in place. 


his explains why the DPP and other 
opposition groups have grown so im- 
patient for change. The DPP seeks to 
open up all seats in the three elective 
chambers to elections by the end of the 
year. To achieve this ambitious goal, 
the DDP is taking its case to the people 
— mobilising public opinion in waves of 
rallies across Taiwan. The effort has 
been successful in sensitising the gen- 
eral public to the issue of change. 
These awareness campaigns also fos- 
ter political tension which — as seen 
during the 20 May farmers' protest in 
Taipei, which left several hundred 
pon injured — can explode into vio- 
ence. Thousands of people supporting 
the farmers' call for medical insurance 
and a rice price-support policy ram- 
paged for 17 hours in the worst rioting in 
Taiwan since the KMT came to power. 
Taipei's politically placid campuses 


Critics are concerned about Lee's 
perceived identity crisis. "[He] has to 
decide who he wants to be — Taiwan's 
president or the KMT’s,” a well known 
academic here said. Ju Gau-jeng, an 
opposition Democratic Progressive 
Party (DPP) legislator who some view 
às a sort of political Robin Hood be- 
cause of unrestrained attacks on the 
KMT, is more direct. "President Lee 
forgets on whose support he relies to 
stay in office . . . Without Taiwanese 
people backing him, the succession 
would not have been as smooth as it 
was." 

Lee, who was educated in Japan 
and the US, is a disciplined intellec- 
tual whose favourite pastime is playing 
the violin. He is said to have trouble 
mixing with politicians and bureaucrats. 
A legalist, preferring law and order 
to political compromise, Lee com- 
mented on hearing of the violence dur- 
ing the 20 May farmers' protest: "I 
am saddened . . . all lawbreakers must 


are also stirring. Students joined the 
farmers in a protest against US fruit and 
fowl imports in April and latter joined 
them in their anti-government demon- 
strations in May. Students are be- 
coming involved in labour disputes as 
well. 

The often heard saying that people 
here are content to forgo a one-man, 
one-vote democratic system for a one- 
man, one-shop kind of laissez-faire 
economy is ringing less true. Now, 
people ask: what is wrong with having 
the vote and keeping the shop? 

For 40 years, the KMT bs argued 
that people must choose between the 
two. Many in the government cling to 
this view, which is reflected in their pub- 
lic statements. Wang Chao-ming, vice 
chairman of Taiwan's Economic Plan- 
ning Council, argued strongly that 
Taiwan's prosperity, unsurpassed in 
thousands of years of Chinese history, 
has been due to political stability. 

DPP critics and native Taiwanese in 
general say such arguments are smoke- 
screens behind which mainland-rooted 
power elites have been able to mono- 
polise top jobs in the pon and pri- 
vate sectors, while Taiwanese have 
been relegated to a class of petty mer- 
chants. But with the passing of the 








Chiangs and the installation of one of 
their own as president, native Tai- 
wanese may finally have some say in 
their own destiny. o 
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be punished according to the law.” 
In the KMT's present configuration, 
Lee looks more like a figurehead than 
an arbiter of power, as his supporters 
claim. Lee Huan, the KMT's secretary- 
general, runs the party? chief of general 
staff Hau Pei-tsun controls the military 
establishmeht, and Prime Minister Yu 
Kuo-hwa directs the cabinet and shapes 
its economic and financial policies. 
Supporting this triumvirate from be- 
hind the scenes is retired general Chiang 



















































We-go, the late president’s brother and 
a chief intelligence figure in his post of 
secretary-general of the National Sec- 
urity Council. The council's power in- 
cludes drafting Taiwan’s annual budget. 
All four men are mainlanders and 
Chiang family loyalists. They, along 
with Lee as only one among equals, 
comprise the KMT's collective leader- 
ship. 

Some analysts say Lee’s low profile is 
calculated. This, these analysts suggest, 
may be designed to avoid clashing with 
the real power-holders so early on in his 
fledgling presidency. The more con- 
strained he appears in his dealings with 
the government's conservative stal- 
warts, the theory goes, the more sym- 

athy he can expect from his grassroots 
deett Such a posture can in the end 
strengthen his hand over party intransi- 
gents, these analysts say. 

Lee is xri peed among Taiwanese. 
He has recently taken to travelling to all 
parts of Taiwan, shaking hands with 
farmers, fishermen and other common 
folk. However, it was probably on the 
strength of the legitimacy given him by 
the late president Chiang, who chose 
Lee as his successor, rather than his 
popularity that enabled Lee to repel an 
attempt against his succession mounted 
by certain party elders and the 91-year- 
old Soong May-ling, widow of Chiang 
Kai-shek, in January. 

Nobody dismisses Lee as a puppet. 
The president, especially in recent 
weeks, has proved himself sa pee of 
taking tough decisions. It was Lee who 
ordered the National Security Council 
on the night of 13 May to return quickly 
a mainland airliner, hijacked by two 
Chinese youths, to Peking. The con- 


Out with the old, 


in with the new 









In style and sub- 
M stance, the upcoming 
LE 1th national con- 


Now eress of the ruling 
Se <uomintang (KMT) 
departs markedly 
from the last congress 
held seven years ago. 
The last meeting focused on lining up 
party support behind the late president 
Chiang Ching-kuo. The next may put its 
official imprimatur on reforms aimed at 
taking Taiwan towards more democracy. 

The week-long congress, starting on 
7 July at the Yangmingshan mountain, 
will feature a gala reception, parades, 
and "friendship “delegations from some 
of the few countries maintaining rela- 
tions with Taiwan. This newopen mood 
in one of Asia’s oldest political parties 
— it was started in 1894 by Sun Yat-sen 
as a revolutionary republican party 
against the Manchu monarchy — is in re- 





tinuing relaxation of official constraints 
on individual contacts with mainlanders 
is said to bear Lee's mark, too. 

It is on such key domestic issues as 
parliamentary reform and human rights 
that Lee is seen as procrastinating. On 
human rights, some 50 DPP members 
and supporters remain in jail or face 
trial on various anti-government 
charges. And even as Shih Ming-teh, a 
dissident serving a 15-year jail term for 
allegedly instigating riots in 1979, lies 
gravely ill in prison from intermittent 
hunger strikes, Lee refuses to allow 
even his conditional release for medical 
treatment. 


PP leaders are dismayed at what 

they view as Lee's failure to estab- 
lish a meaningful dialogue with the op- 
position. Not once in the six months 
since he became president has Lee 
proposed a meeting with DPP leader 
Yao Chia-wen, who heads the biggest 
single parliamentary opposition group. 
"This is a wonderful chance to give 
Taiwan a strong, native-based opposi- 
tion party, but that is obviously not what 
[Lec] wants to do," Yao told the 
REVIEW. "So far, he hasn't harmed us, 
but nor has he helped us." 

The longer the dialogue is put off, 
the more difficult any future na- 
tional reconciliation is likely to 
become. The DPP, under pres- 
sure from its radical wing, is push- 
ing its views on an ever-increas- 
ing number of issues in an effort 
to widen its popular support 
base. And party radicals them- 
selves are pushing such sensi- 
tive issues as nuclear-free power 
and Taiwan independence. 


sponse to popular demand 
for sweeping democratisation 
since Chiang’s death in Janu- 
ary. 

Breaking with past practice, 
the KMT has chosen to elect — 
rather than appoint — most of 
over 1,000 delegates to the con- 
gress. On 14 May, some of 1.6 
million eligible members (to- 
tal membership: 2.4 million) 
began voting at KMT offices. 





KMT 
“cells” in the press and business circles 
and among Overseas Chinese will also 
send delegates. 

The competition has been fierce and 
allegedly not above manipulation in 


some instances. Wang  You-tseng. 
chairman of Taiwan’s General 
Chamber of Commerce, resigned just 
before the voting after accusations that 
he tried to buy votes. Rumours circu- 
lated of some KMT figures approaching 








If the party’s activities are allowed ta 
go unchecked, Taiwan National Uni- 
versity professor Li Hong-hsi predicts, 
the DPP may have little trouble increas- 


ing voter support from the 23% it wonin, 


1986 to 30% or so next year. That kind 
of success could stiffen the radicals’ re- 
solve. 

The KMT's 13th national congress, 
scheduled for July, will indicate how 
successful Lee has been in developing 
his own independent power base within 
the KMT. As most delegates to the con- 
gress have been chosen by vote, not by 
appointment. for the first time in KMT 
history. — itself, a significant party re- 
form — the congress will likely give 
Lee a fair degree of freedom in set- 
ting reform priorities. Lee's perform- 
ance will give a good indication 
of just how far Taiwan is prepared 
to take reform during the next few 
years. 

An expected change in Lee's status 
from acting KMT chairman to chairman 
could give the president enough clout to 
chart a more independent reform 
course. Many grassroots KMT dele- 
gates hope the party congress will mark 
the beginning of an "era of Lee Teng- 
hui" and the end of the post-Chiang 
transition. — Shim Jae Hoon 


like-minded businessmen to run for a 
fee. 

Despite this, the new electoral pro- 
cess greatly relaxed the bureaucracy's 
grip on the KMT and introduced new 
blood. Among those elected in Taipei 
was Lee Ching-hua, chairman of the 
Taiwan Olympic Committee and the 
son of Lee Hwan, the KMT secretary: 
general who is widely respected for his 
reformist line. 

In time, this cannot but erode the 
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power-base of the cabal of ageing fig- 
ures who now dominate the KMT. 
Open debates will more and more re- 
place shadowy “consensus develop- 
ment” in the inner chamber of power, 
the central standing committee. So far, 
this committee has taken most major 
decisions, using the Legislative Yuan as 
a rubber stamp. 

The process could also bring under 
sharper scrutiny the jobs and sinecures 
held by thousands of cadres or full-time 
KMT workers in the party's huge 
bureaucracy and its business sidelines 
such as TV stations and newspapers. 

The party’s gravitational pull, now to 
the bureaucracy, may shift to the par- 
liamentary wing as star players there re- 
ceive more public attention. The grow- 
ing importance of electoral constituen- 
cies already has forced top leaders in the 
central standing committee to cultivate 
even quite junior Taiwan-elected legis- 
lators. 

Taiwan-elected reformists such as 
Jaw Shao-kong, Huang Chu-wen and 
Lee Sheng-feng will press for the retire- 
ment of mainland legislators who have 
not faced elections for the past 40 years. 
The party will forcibly retire those too 
old or too sick to attend sessions. Other 
ageing lawmakers still attending will be 
encouraged to step down with hand- 
some pensions. In either case, the vac- 
ancies will not be filled. 


aw and fellow reformists will press 

for opening the 150-member central 
committee to representatives of farm- 
ers, workers, women and professionals. 
But while they may open up this largely 
powerless committee, it could take them 
longer to penetrate the 31-member cen- 
tral standing committee, the party’s ef- 
fective policymaking organ. 

Filled with people in their 70s and 
80s. this has been the bulwark of the 
mainlander conservative faction. Be- 
tween five and 10 octogenarians may be 
ready to retire at the congress, but 
whether the reformists will be allowed 
to fill those vacancies will be a crucial 
test of the limits of reform. 

Pressure is building up also to 
abolish the 1948 temporary provisions 
giving Taiwan's president wide powers 
including repeated terms in office (as 
against the constitutional limit of two 
terms). Originally promulgated to deal 
with "communist rebellion" 
mainland during China's civil war, its 
strong presidential prerogatives — fully 


employed by two generations of Chiang | 


family rulers — have weakened the con- 
stitutional base providing for a cabinet- 
responsible system. 

But it is unlikely this party congress 


will do more then refer the issue for | 


further study. The reformists remain 
wary on this issue because if it were 
abrogated now, a chief beneficiary 
would be Prime Minister Yu Kuo-hwa 
whom they strongly oppose. 

— Shim Jae Hoon 
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The first thing a visi- 
tor notices in the 
comfortable apart- 
ment of a business- 
man, who only wants 
to be known as Lu, is 
a large, gold-painted 

> mural in relief of a 
team of horses charging into the living 
room. The effect is the more striking as 
the horses’ heads overhang the sofa bya 
foot and a half. 

The sofa itself is deep, red leather 
with orange covers over the back. It 
stands on an ersatz green marble floor. 
Lu worked hard to make his 10-employ- 
ee building-supply company a success, 
and having done so, he decorates his 
apartment in Taipei's fashionable east- 
ern district to show it. 

In that, he is typical of Taiwan's 
emerging middle class, which has grown 
in the past decade with the country's 
economic boom but is very much in 
search of an identity in the face of politi- 
cal, cultural and social pressures. 

The size of the middle class itself is 
much debated. Depending on the defi- 
nition, itis as little as 15% ofthe popula- 
tion or as much as 40% — the govern- 
ment claims the higher figure. It is also 
divided in two: the old middle class 
made up mainly of small, private busi- 
nessmen, and the new, better-educated, 
middle class made up of professionals 
and white-collar workers. Household 
incomes at the lower end begin at 
around NT$42,000 (US$1,448) a month. 








Diffused voice ome 
new middle class 


By Jonathan Moore in Taipei 





. 


Whatever its size, the middle class 
| has yet to find a single political voice. It 
does, however, have certain traits in com- 
mon with middle classes in other coun- 
| tries: it is politically pragmatic, with an 
| overriding interest in preserving the 
status quo and hence its own position, 
and it also desires steady political reform. 

Hence, some of its members, like 
Lu, might approve of Taiwan's opposi- 
tion Democratic Progressive Party out 
of frustration with the slow pace of re- 
forms, or because they believe in the 
principal of having a political alterna- 
tive, but at the same time they see the 
ruling Kuomintang (KMT) as the best 
choice for a stable government. 

They also tend to focus more on pre- 
sent realities and less on political 
dogma, Michael Hsiao, a sociologist at 
National Taiwan University, said. For 
example, they do not have big hopes for 
the reunification of Taiwan with the 
mainland, but they also view the move- 
ment for independence as potentially 
too destabilising. 

The emergence of a middle class has 
brought with it economic class divisions 
though rapid upward mobility and the 
resulting formation of  multi-class 
families have helped dampen an- 


tagonisms. But because of this, middle- 
class reformist politics tends to be aimed 
piecemeal at quality-of-life issues such 
as pollution, social welfare, consumer 
rights and women’s rights. 

Members of the middle class as a 
group are not always able to express 











Victims of the 


economic boom 


he honeymoon between the ruling 
. & Kuomintang (KMT) and rural vot- 
en seems to be over. The violent 20 
May riots, in which farmers demand- 


ing medical insurance and rice su 
sidies were joined by city worker „U 





have come with rapid industr 
a also served notice to th 


pport for years, but unlike Japan 
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themselves adequately. The govern- 
ment and KMT structure have for so 
long excluded them from having a say in 
national politics that they are lacking in 
organisation and political access. 

Their desire for change has been en- 
couraged partly by exposure to foreign 
cultures and political systems, espe- 
cially Western democracy, through in- 
creased travel opportunities, education 
abroad and foreign TV programmes, 
which are dubbed in Chinese. 


Wan tastes and habits are also 
spreading with growing affluence. 
Shops in Taipei sell Benetton and Levi's 
clothes, Mercedes roam the streets and 
American music is everywhere. There is 
less antagonism, however, to this en- 
croachment on a traditional culture 
than in some other Asian societies. 
“Culture is something that is alive and 
growing. It changes all the time. Our 
culture can absorb these things and still 
be Chinese,” said Chang Mao-kuei, a 
sociologist at Academia Sinica, Tai- 
wan’s oldest academic institution. 

Taiwanese are carving out a position 
for themselves in the middle class, but 
the key institutions are still controlled 
by the ruling mainlanders. Divisions be- 
tween the two groups — about 80% 
Taiwanese to 20% mainlander among 
the middle class as well as island-wide — 
are beginning to blur as the mainlanders 
assimilate, but the split remains the 
most important social division in 
Taiwan politics today. 

A reflection of growing Taiwanisa- 
tion is that many educated Taiwanese 
are beginning to pay more attention to 
Taiwanese culture, including the local 
dialect. Public education, which has in- 
creased social mobility and been instru- 
mental in the growth of the middle class, 
does not however help the spread of 


manufactured goods largely cause the 
trade imbalance, but it is Taiwan's 
farm markets that the US wants to be 
emen to its apples, citrus fruits and 


The prospect of competition from 
im produce has added to the 
frustration of fruit-growers and poul- 
try farmers who have had to contend 
with rising production costs and declin- 
ing incentives. Rice farmers are simi- 
larly restrained. Production of rice is 
limited to 2.4 million tonnes a year to 
avoid a glut. Excess rice, in any case, 
cannot be “dumped” in certain other 
world markets according to an agree- 
ment with the US a few years ago. 

The farmers have demanded that 
the government purchase more than 
the present 25% of their harvest at the 
subsidised price of NT$18.8 a kg. The 
free market price is NT$14.29 a kg. 
Their demands have been turned 
down. Substituting crops will be not 





new-found Taiwanese pride. Schools 
teach in Mandarin and therefore young 
Taiwanese are more likely to speak this 
than their native dialect. 

The effect of such a late and rapidly 
arrived social € is that not only is 
the middle class politically immature, it 
is also socially unsure. Identity is con- 
firmed through strong consumer orient- 
ation, said Hsiao. Like Lu, he added, 
"they buy home decorations that they 
can see are expensive, but which might 
not be beautiful." 

Middle class families also tend to 
have fewer children than their parents 
did, both as a means of keeping more of 
what they earn for themselves and also 
because, being economically secure, 
they worry less about needing to have 
many children to support them in their 





their old age, as traditional Chinese so- | 


ciety believes. More and more, the new 
generation believes it can look after it- 
self. 
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DPP leader Yao: expanding party machine. 
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much help if they are to compete with 
US produce. 

In the last Legislative Yuan election 
in 1986, the opposition Democratic 
Progressive Party (DPP) made signi- 
ficant inroads among rural voters who 
have been traditional KMT support- 
ers. The DPP has identified strongly 
with farmers, and poorer industrial 
workers, against industries soaking up 
investment for more high-technology 
enterprises and in recent months, rural 
and urban activists have begun work- 
ing together on a variety of issues. 

The government is trying to recover 
lost support. In a new medical scheme 
beginning in July, the government will 
pay 50% of medical costs for all farm- 
ers (but not their dependents), the 
farmers 40% and farmers’ associations 
the rest. “The next election [in 1989] is 
not going to be a happy one for Pre- 
sident Lee [Teng-hui],” a senior 
bureaucrat conceded. — Shim Jae Hoon 































Divided, but - 
growing 







The Democratic 
"Mi Progressive Party 
E mU (DPP), Taiwan's 


(EPIO biggest, and virtually 
ide. M Y the only, opposition 
olitical group, has 
& Cat Consider i ex- 
— panded its machine in 
the 20 months since its inception under 
party chairman Yao Chia-wen, a lawyer 
debarred for life for anti-government 
activities. 
Cash donations from anonymous 
A epee across the island have en- 
abled the party, with just 12 seats in the 
| Legislative Yuan — a minuscule 4% of 





total membership — to rent a floor in a 
modest building in Taipei with a dozen 
staffers. 

But the party's fail- 
ure so far to officially 
register with the gov- 


ernment reflects Tai- 
wan's peculiar ano- 
maly. Although the 


new law governing reg- 
istration of social and 
political organisations 
still awaits proclama- 
tion, within, the DPP 
opinions differ over ac- 
cepting the law's clause 
that all legitimate poli- 
tical and social organi- 
sations must endorse 
the claim of the ruling 
Kuomintang (KMT) to 
represent all of China. 

As party member- 
ship has risen from 7.000 
to 10,000 over the last 
year and a half, the DPP is not exactly fac- 
ing eclipse — but nor is it enjoying a new 
golden age. Catapulted from obscurity 
to national prominence by grabbing 
23% of the vote in the last island-wide 
elections in 1987, it remains fractious 
and lacks direction. 

Three major groups within the party 
constantly wrangle over which agenda 
should claim priority. The faction led by 
pragmatist Kang Ning-hsiang argues 
that the party’s energies should go to 
winning more democratic reforms, DPP 
Deputy Secretary-General Chiou I-jen, 
spokesman for the ideologically hardline 
New Movement, presses the issue of 
Taiwan's independence. Between these 
two, stands the big but opportunistic 
Formosa Group which, its critics claim, 
talks about independence but does not 
endorse the “radicaés” struggles to 
make it an official party platform. 

Democracy and independence are 
not separate but interrelated issues, 
Chiou said. Should the DPP decide in 
favour of democracy, he said, then the 
goal would have to be better defined to 














explore the role for student support and 
policy on political prisoners. And if the 
party: decided to push for indepen- 
dence, should it not fight for a reduction 
of the country’s large defence outlays, 
which are based on the KMT's assump- 
tion of eventually “recovering the main- 
land?" 

A party split is an ever-present 
danger, which is poy why the DPP 
has chosen a collective leadership sys- 
tem. The only tie which binds the major 
groups together is their total antipathy 
to the ruling party, and determination 
to press for direct elections to all Legis- 
lative Yuan seats. 

On this demand for restructuring the 
central parliament, the party has 
achieved some tangible results. The sus- 


tained criticisms of the ageing legis- 
lators — who last stood for election 40 
years ago on the mainland — have suc- 
cessfully shaped an island-wide consen- 
sus in favour of their retirement. 


D legislator Ju Gau-jeng's in- 
vasion of the ageing legislators' resi- 
dential compound in April briefly gave 
his party a "violent" image, as did his re- 
cent snatching of the microphone from 
the Legislative Yuan speaker during a 
budget debate. But gradually, the party 
is rebutting what it sees as a media 
"smear campaign" portraying the DPP 
as "irresponsible." To present its own 
case to the public, it has produced video 
tapes of Ju's stunts, which have sold 
over 40,000 copies at NT$100 
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(US$3.45) each. Pamphlets and news 
releases may help change the public no- 
tion of the DPP as a party of brawn 
rather than brain. 

One area where the DPP has out- 
shone the giant KMT and kept it mostly 
on the defensive is in the budget debate. 
It has relentlessly questioned the gov- 
ernment on where it hides certain de- 
fence spendings (defence unofficially 
accounts for nearly 50% of the budget), 
and attacked the reduced rate of alloca- 
tion for education and science develop- 
ment (consistently below the constitu- 
tionally mandated 15% of the total). 
The performance has heightened the 
public’s awareness of the political oppo- 
sition’s importance in a democratic re- 
gime. — Shim Jae Hoon 





SRI LANKA 


Democracy the loser 


Terror and tight security mar provincial polls 


By Manik de Silva in Colombo 
S; Lanka's ruling United National 

Party (UNP) carried the troubled 
Southern Province in the 9 June provin- 
cial council elections, but democracy 
was defeated by a Marxist campaign of 
terror and a tight security operation that 
frightened voters into a low 27.196 turn- 
out. 

The UNP won 36 of the 53 seats at 
stake as thousands of troops and police 
were deployed to avert a threatened 
bloodbath by the hitmen of the Janatha 
Vimukthi Peramuna (JVP) who had 
murdered candidates and campaign 
workers just as they did in the other six 
provinces where elections have been 
completed. 

The JVP had intended to wreck the 
elections and demonstrate its strength 
in the Southern Province. Posters were 
put up in towns threatening death to the 
lirst five people who voted and many 
shopkeepers chose to obey JVP de- 
mands that they close their doors or be 
killed. It even imposed its own curfew in 
many areas. In the Hambantota district, 
where JVP leader Rohana Wijeweera 
picked up many votes in the 1982 presi- 
dential election, the voter turnout was 
only 8%. 

The UNP's victory has given it con- 
trol of all seven provincial councils 
elected so far. But the elections may not 
have been a true test of its popularity. 
Its main opponent, former prime minis- 
ter Sirima Bandaranaike's Sri Lanka 
Freedom Party (SLFP). boycotted the 
provincial polls claiming that people 
wanted parliamentary, not provincial, 
elections. It was, therefore #the United 
Socialist Alliance, a grouping of old 
leftwing parties and the Sri Lanka 
Mahajana Pakshaya (SLMP), which 


was the UNP's prin- 
cipal opponent. The 
SLMP is a break- 
away faction of the 
SLEP, 

The alliance, 
which was as much a 
target of the JVP’s 
terror campaign as 
the UNP, showed 
that it can attract 
votes but the SLFP 
believes those votes 
would swing to it at a 
general or presiden- 
tial election on the 
logic that the anti- 
government voter 
will choose whoever 
is best able to topple 
the UNP. The ruling 
party, of course, 


informal talks between the LTTE and 
the Indians are being held in Madras to 
work out a deal under which representa- 
tives of the LTTE will contest the 
Northern and Eastern provincial elec- 
tions. 

In the campaign for the polls in the 
south, President Junius Jayewardene 
said that à presiden- 
tial election would 
be called this year. 
He also said a par- 
Pomena election 
would e held, 
though he did not 
say when. 

Some analysts be- 
lieve that the 82- 
year-old president, 
who had previously 
said that he will not 
seek a third term but 
now appears unde- 
cided, would prefer 
to hold a parliamen- 
tary election while 
he is still president. 
There are indica- 
tions that he may 
await the comple- 
tion of a study of the 





would like to see op- 
position votes split between the alliance 
and SLFP 

The government hopes to win the re- 
maining provincial council elections in 
the predominantly Tamil Northern and 
the Tamil and Muslim Eastern pro- 
vinces in July or August. The Indian 
Peace-Keeping Force deployed in both 
provinces since August last year is confi- 
dent it can ensure sufficient normalcy 
for a July election but the Tamil 
separatist groups harass the Indians 
sporadically. 

The Indians have withdrawn some 
troops and sent home some heavy ar- 
mour and vehicles, but in recent weeks 
have had to hit the principal separatist 
eed the Liberation Tigers of Tamil 

elam (LTTE), hard in the northeast- 
ern Mullativu district. At the same time, 





provincial council 
election results and see how his party 
fares in four parliamentary by-elections 
in the coming weeks before making up 
his mind. 

Although the near five-year ban on 
the JVP has been lifted, it has chosen 
to remain underground and outside 
mainstream politics. It is not known if 
it will similarly mount a terror cam- 
paign during the parliamentary by- 
elections. e SLFP, which will be 
fielding candidates, is keen to seek an 
accommodation with it, and Anura 
Bandaranaike, who leads the par- 
liamentary opposition, has offered the 
JVP three ministries in a future SLFP 
government — but only if the JVP 
"gives up its violence." So far, the 
sg has not responded to the SLFP 
offer. 
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|. € THE Davies family is not putting its 
money where its mouth is. We share the 
. growing sense of pessimism that China 
as in the process of screwing up Hong- 
‘Kong’s future. Foreboding became in- 
spissated gloom as we listened to the re- 
cent evasive flummery served up by vis- 
© | iting British Foreign Secretary Sir Geof- 

. |. frey Howe. Yet the place booms on and 
.| all may yet be well. So, taking a deep 
.breath and an even deeper mortgage, 
we have purchased a flat in Hongkong. 
Anyway, we love the city in which we 
have lived and worked for well over a 
quarter century and, however itinerant 
its population, most of our friends are 
here. 

And it was quite a relief to quit the 
apartment block we've been living in 
quite happily for the past few years. 
Last November a girl died there, falling 
down through an internal light shaft, 
her body lying undiscovered for several 
days. Her death remains unexplained 
and Buddhist ceremonies we attended 
at the bottom of the fatal shaft did little, 
as far as I was concerned, to relieve the 
building of the weight of her troubled 
spirit. Uu 

€ SO, we moved, and now actually 
overlook.a beach (slightly less polluted 
| than most in Hongkong). Moving apart- 
| ment or house. is probably almost 
- |. routine for some international business- 
men, bankers and diplomatic types who 
shift from city to city every few years. 
But most of those tend to have their own 
place somewhere “back home" to which 
they consign their more personal be- 
longings. We've moved flat half a dozen 
times within Hongkong over the years, 
but always into a slightly larger living 
space. This time we have had to fit our- 
selves into slightly less than half the pre- 
vious area. Thus we have gone through 
the trauma of dumping more than half 
our belongings. 

These have been greedily and 
materialistically acquired over 26 years 
of living in a shopper's paradise and 
making innumerable trips throughout 
the region, most such safaris being 









marked by a souvenir or two — 
Kashmiri rugs, Japanese rints, 
Balinese wood carvings, Chinese 


ceramics, Vietnamese mother of pearl, 
Korean chests, Australian aborigine 
bark painting, Burmese lacquer, Maori 
clubs, Thai silk lamp shades mounted 
on Filipino carved stands, pus paintings 
from almost everywhere. I made things 
no easier by collecting hundreds upon 
hundreds of books, and wife did not 
help by requiring, for professional pur- 
poses, two grand pianos, one for play- 
ing, one for teaching. 

@ SOME boxes of souvenirs recalled 
the days when visits to China were few 
and far between, when one crossed the 
bridge at Lo Wu, past the baleful stares 
of the PLA frontier guards with a nerv- 
ous frisson, conscious of entering the 
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strange, mad world of Maoism. There 
were dozens of Mao badges, Red Guard 
armlets, the Little Red Book, garish 
postcards featuring scenes from Jiang 
Qing’s revolutionary operas, The Red 
Detachment of Women, 
Haired Girl and from the chauvinistic 
musical The East is Red, a military cap 
complete with red star and a little plastic 
doll of a girl soldier brandishing the 
book of Mao’s Thoughts, which squeaks 
when you press its tummy. 

Other cardboard boxes held momen- 
tos of other trips, including the packet 
of kretek (clove) cigarettes which Presi- 
dent “Bung” Sukarno gave me at 
Bogor; a hard hat, painted with rev- 
olutionary slogans, which fell at my 
feet from the head of a student march- 
ing in one of demonstrations which 
wracked Tokyo in the late 1960s, plus a 
webbing belt once worn by a guerilla 
member of the Communist Party of 
Thailand. Times have changed . . . 

€ AT first, the clearance job was 
relatively easy — merely a question of 
chucking out the easily identifiable rub- 
bish. Then out went various items which 
had residual value: mostly electrical or 
electronic goods which had gone wrong 
and never actually been repaired (re- 
pairing something like a tape recorder 
usually costs more than half the original 
price anyway). 

The shamefully large bulk of posses- 
sions has been gradually swollen by the 
speed of technological developments 
over the past three decades or so. This 
has systematically rendered most so- 
called consumer "durables" obsolete. 
We have my original collection of jazz 
classics on 78 and 45 rpm records, a 
weighty pile — many mouldy — of the 
33 rpm variety, a batch of open-reel 
tapes, dozens of cassettes and, more re- 
cent, CD discs. 

As for video, we originally went 
along with Sony and bought a Betamax 
tape machine, only to have market 
forces push us into VHS. Doubtless 
there will be a new format required of us 
long-suffering consumers before long. 
We have a reasonably modern camera 


(though not one of the automatic-zoom- | 


ing, instant-focusing, all-electronic vari- 


ety) and a couple of older models which | 


camera shops sneer at. We have boxes 
full of old black-and-white photographs 
and others of colour prints covering the 
past few years. 

The couple of decades in between 
are recorded on transparencies — and 
who, these days, solemnly unearths a 
slide projector to bore family and 
friends with shots of a boat trip around 
Vietnam's Along Bay, of that skiing 
holiday in Japan, of the tour round Pe- 
king's Forbidden City? Who, for that 
matter, digs out their old film projector 
(8 mm or Super 8?) to watch their 
amateurish films, unedited and unfo- 
cused, featuring an over-enthusiastic 
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and wobbly use of the then new-fangled 
zoom lens, recording that 1960s trip to 
Angkor? 

@ WERE I an entrepreneur instead of 
a journalist who inpertinently advises 
others how to run their affairs, I'd set up 
a chain of shops called Memories Ltd 
or Nostalgia Inc to which victims of 
technological changes like myself could 
repair with all their old records, tapes, 
slides and films. They would all be re-re- 
corded and reproduced into currently | 
retrievable formats, with guarantees of - 
further updating according to the dic- - 
tates of technology. o 

But, lacking such a service, out went 
the dinosaur equipment. Easy. Then 
out went a large category of items which 
had been kept on the quite spurious 
grounds that they might have come in 
useful some day (the occasion rarely 
arose and, when it did, we couldn't find 
the blasted things). 

Possibly the greatest difficulties — 
and family spats — were caused by ob- 
jects kept for sentimental reasons. Ob- 
viously, the album of wedding photo- 
graphs had to be retained — but what of 
the wedding dress? And then there were 
the souvenirs of the kids, now adults. | . 
There were once-much-loved stuffed | 
dolls and floppy animals, little bottles 
containing milk teeth, crayon drawings, 
school exercise books, class photo- 
graphs and end-of-term reports, little 
pewter cups for coming first in the 100- 
yard dash or second in the hop, skip and 
jump, exam certificates, a plaque for a 
poetry-speaking competition and so on 
and on. Parents invest such souvenirs 
with more sentimental nostalgia than do 
the. offspring themselves, who tend to 
regard such memorabilia with faint em- 
barrassment. 

€ WE kidded ourselves that we had 
been sufficiently ruthless before the 
packers arrived, that we had stripped 
ourselves down to essentials. Half my li- 
brary had gone, thrown away or a cible 
off to storage — including a very large 
chunk of what represented my life's 
work: the bound copies of the REVIEW 
stretching back to 1962, a heavy row of 
tomes requiring about 20 ft of shelf 
space. We felt sacrificially cleansed; we 
had gritted the family teeth and purged 
ourselves of proudful possessions. 

The feeling did not, however, last 
long. As the sweating packers left us in 
the new flat, we gazed around with dis- 
may, barely able to move. The packing 
cases were piled chest high. Bone 
weary, we had literally to climb into 
bed. Next morning, we climbed back 
out again. We averted our eyes from the 
bare walls and the nak&d light bulbs. We 
sat on the packing cases, sipping instant 
coffee and fooked out of the window at 
the sea. The waves lapping in on the 
beach were comforting. One day, some- 
time before 1997, we will have settled 
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1988: Alcatel E10 makes 


Alcatel E10: all set for ISDN. Alcatel! CIT has delivered 
the first Alcatel E10 exchange fully equipped for ISDN. 
Installed in Brittany, it is part of the RENAN operation, an 
ambitious PTT-program aimed at offering ISDN to the Paris 
area in 1988 and extending the service to all French 
subscribers in 1990. Alcatel E10 is fully featured for ISDN. Its 
CSN, the subscriber digital access unit that will be gradually 
incorporated to the exchanges already in operation, offers 
plug to plug compatibility for analog and ISDN line modules. 
CSN supports all ISDN access interfaces. It is equipped with 
CCITT No.7 signaling, a guaranty of flexibility for further 
requirements. Apart from the Brittany exchange, 200.000 CSN 
lines have been installed in different countries and over one 
million have been ordered by the French Telecommunications 
to support the RENAN implementation 


Alcatel E10: evolution-designed. ISDN js but one 
example to the Alcatel E10 system's constant capacity to evolve. 
In order to constantly offer the best solution to the ever- 
increasing requirements of users and network operators, Alca- 
tel CIT conceived its Alcatel E10 system on the basis of an open 
architecture in which each function is handled by independent 
software and hardware modules. New functionalities are 
introduced at any time by simply adding complementary 
modules to meet whatever need is expressed 

Throughout the years, Alcatel CIT has built up an extensive 
software library while installing Alcatel E10 in 59 countries 
worldwide so far. This is an exceptional asset. The living proof 
of the quality and maturity of Alcatel E10's software is given by 
1300 exchanges in operation in the world serving 21,000,000 
subscriber lines and trunk circuits. 
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Alcatel E10: ISDN backed by experience. Each of 
these exchanges is serving an average of either 13,000 transit 
trunks or 20,000 subscriber lines with capacities of over 50,000 
lines largest ones. 

Long before the ISDN development, Alcatel CIT has gained 
unequaled experience in supplying new services. 

Alcatel CIT has delivered the network infrastructure of the 
French Videotex, which now serves more than 3,000,000 
subscribers, who can get access to over 4,000 services. 

With 800 Alcatel E10 digital switching systems in service, over 
half the French network is digital. Consequently, 64 kbit/s 
switched bearer service has been made available by the 
French Telecommunications throughout the territory. Alcatel CIT 
also provides data and store and forward message networks 
serving tens of thousands customers. 


ISDN a reality in France. 
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Alcatel CIT - 33, rue Emeriau - 75725 Paris cedex 15 
France - Tél. (33-1) 45711010 - Fax: (1) 4577 4492 - Télex: 250927F 


The passionate embrace 
of ‘palabas’ politics 


By Harvey Stockwin in Manila 


po Japanese Foreign Minister 
Sousuke Uno writing a witty farce call- 
ed "Free Trade." Or consider China's 
Foreign Minister Oian Qichen com- 
peeing a musical, “An-li, get your 
ilkworm." Packed houses are bowled 
over as a Chinese general tells his Ameri- 
can and Russian counterparts that " Any 
missile you can sell, I can sell cheaper.” 
Impossible thoughts? Of course, but 
the nag Sa often does strange 
things to the imagination, as I disco- 
vered anew in Manila recently. My pur- 
pose was plain; to see the last night of 
the only musical comedy, ever written 
by a leading Asian political figure in be- 
tween stints as foreign minister. 
Likewise, my calculation was simple: if 
the show, Yankee Panky '98 by Raul 
Manglapus, was half as witty as the title, 
then it would be a highly entertaining 
evening. 
The calculation was entirely valid 
but, as ever, the Philippines is neither 
plain nor simple. Yankee Panky is a re- 


minder that in the Philip- 
pine political culture 
there is never any absence 
of theatre. Just as the 
British have a word for 
questionable behaviour, 
hanky-panky, so Filipinos 
have a word for ostentati- 
ous behaviour, palabas. 
Come democracy, come 
dictatorship, palabas 
politics are always in 
vogue, responding to the 
ethos that the show must 
go on. Re-immerse your- 
self in Philippine reality, 
however briefly, and an 
old illusion quickly resur- 
faces: you half expect a 
chorus line of attractive 
Filipinas to emerge from the shadows, 
prancing their way through There's No 
Business Like Show Business. 

So Yankee Panky is not alone on the 
Manila stage. The longest-running show 


Philippine people's theatre 
where life meets art 


By Marites Danguilan-Vitug in Manila 


or 21 years, the ruins of a Spanish 

fort here has been the home of the 
Philippine Educational Theatre Associ- 
ation (PETA). Inside the stone and 
brick walls of Fort Santiago a courtyard 
leads to a roofless shell of a building en- 
casing a T-shaped platform. Surround- 
ing it are benches and raised seats that 
can accommodate 700 people. 

Recently those who have sat on these 
benches have watched PETA's version 
of Macli-ing Dulag's crusade in the 
1970s in which he led mountain villagers 
from Kalinga and Bontoc to oppose the 

lanned construction of four dams in 
Northern Luzon. The combination 
hydroelectric and irrigation project, ac- 
cording to its critics, would have dis- 
placed the tribal minorities. The fight 
over the dams went on for six years, and 
its toll included thé killing of Macli-ing 
by the military in 4980. 

Macli-ing is a tailor-made subject for 
PETA, which calls its brand of drama 
"people's theatre." PETA is partial to 
plays about the dilemmas of developing 
countries and stories of political and so- 
cial conflict. “We can't detach ourselves 


An 


from the national situation. We always 
have to be relevant," said Soxy To- 
pacio, PETA president and director of 
Macli-ing. 

Brenda Fajardo, PETA programme 
director, explained that theirs is a 
theatre group "committed to social jus- 
tice and to the development of a na- 
tional identity" for Philippine theatre. 
"We express the spirit of the people and 
continually analyse social conditions 
through theatre," she said. 

For all of Topacio and Fajardo's 
earnestness, PETA has rubbed some 
people and governments the wrong 
way. The governments of both Singa- 
pore and Malaysia, in explaining a 
series of detentions last year, named 
PETA asa participant in the leftist plots 
they claim have threatened their coun- 
tries. In the Singapore Government's 
depiction, Third Stage, an amateur 
drama company in Singapore, was 
created to instil leftist ideas in Singapo- 
reans. Members of Third Stage went to 
the Philippines, the government said, to 
learn PETA's politicising techniques. 
Similarly, the Malaysian Government 
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Manglapus: wit and imagination. 





in town remains "The Marcos Follies." 
The days are long since gone when “Fol- 
lies" enthralled Filipino audiences, with 
an assist from martial law, Things have 
never been quite the same since the 
principal company felt compelled to 
open in Hawaii, despite the new govern- 
smwexsreww ment's efforts in Manila 
` to recast the “Follies” as a 
"whotookwhat" mystery, 
à la Agatha Christie. 

The very least that can 
be said for the Aquino ad- 
ministration is that it has 
created the conditions for 
more varied theatrical 
fare, thereby allowing 
others to reach for star- 
dom, too. Top of the list is 
the romance playing at 
the Malacanang theatre, 
"The Widow Wore Yel- 
low," starring Corazon 
Aquino herself. After a 
| brief bumpy period, when 
t some of the bit-players 
threatened to shoot them- 
selves into lead roles, 
"Widow" seems to be settling down and 
should play through to 1992. 

Meanwhile, Manglapus himself is 
currently co-starring with a promising 
American actor, Nicholas Platt, who 


described pilgrimages to PETA by some 
of the Malaysians who were arrested. 

PETA has been labelled leftist 
within the Philippines as well because it 
has taken a critical stance towards the 
Aquino government. Some see PETA 
as sympathetic to or identified with 
the underground National Democratic 
Front. Topacio resents this: "We can 
never be a mouthpiece for a certain 
ideology. We are non-aligned. Even if 
the Left takes over, we will still main- 
tain our critical stance.” 


Sés actress and theatre buff Cecile 
Guidote founded PETA in 1967. She 
envisaged it to be the national theatre of 
the Philippines. In her words, PETA 
“should encompass more than a build- 
ing and a company of artists . . . in the 
capital city. It should embrace the capi- 
tal, the provinces, the cities, the towns 
and barrios of the islands.” From its 
haven in Fort Santiago, PETA has 
taken its plays to provincial school au- 
ditoriums, town plazas and even basket- 
ball courts. The company also has per- 
formed in North America, Europe and 
Australia. 

The 36-year-old Topacio has spent 19 
years with PETA. He has watched it 
evolve into a highly organised group 
with a more definite sense of what it. 
wants to achieve. “We see ourselves as a 
leader of a movement for national 
theatre rather than as the national 
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doubles as US ambassador in the day- 
time, in the latest Manila revival of “We 
and Our Bases.” The old story still 
makes its greatest impact as a chorus of 
Filipinas and US sailors give a vibrant 
rendition of “Doing the Olongapo 
Walk." As the Americans spout, the 
Filipinos sell sovereignty. 






mid these current attractions, Yan- 
kee Panky deserves consideration 
as the only serious show in town. Man- 
glapus, as author, composer and lyri- 
cist, comes to grips with history far more 
successfully than the other "shows" 
come to grips with present-day reality. 
Right away, in his programme notes, 
Manglapus summarises the incestuous- 
ness of Fil-American relations: "In 1898 
we fell into the American embrace, an 
initially violent, later at once caring. 
profit-taking and stifling embrace. 
Faced with a common enemy in World 
War II, the embrace turned passionate." 
So passionate that the Philippines 
came close to reversing a key trend in 
post-colonial nations. Elsewhere in 
Asia, nationalists had little difficulty 
securing broad acceptance of their insis- 
tence upon the cynicism and self-in- 
terest of the departed imperialists. In 
the Philippines, by contrast, nationalists 
faced an uphill task in trving to convince 
the wider public that US motives were 
anything but benign or generous. 
So Manglapus seeks, through Yan- 


theatre itself," he re- 
marked. "Who elect- 
ed us, anyway, to be 
the sole national 
theatre of the coun- 
try," Topcacio add- 
ed, acknowledging 
the presence of 
other theatre groups 
such as Repertory 
Philippines. Today. 
PETA has links to 
300 theatre groups 


in various towns 
and cities. It has 
conducted work- 
shops on acting, de- 
sign, and other 


facets of theatre pro- 
duction for farmers, 
students, labourers and professionals. 

PETA's history has been tied to the 
currents in the political situation. In the 
early 1970s, at the peak of student ac- 
tivism and anti-Marcos protests, PETA 
staged protest plays, criticised by some 
as "clenched-fist theatre." Even some in 
PETA observed that aesthetics suffered 
and art was simplified. 

When former president Ferdinand 
Marcos imposed martial law in 1972, 
PETA receded into the background. 
After the 1983 assassination of Benigno 
Aquino, husband of President Corazon 
Aquino. the political atmosphere 
loosened. From 1983-86, Topacio said 














kee Panky, to remind “how it all started, 
so that we might learn never again to 
allow the embrace to stifle us, and so 
that our friendship might henceforth 
stand on the firmer ground of truth.” 

From the very first line Manglapus 
delivers "the truth" with wit and im- 
agination, while Repertory Philippines 
performed it with typical verve, vigour 
and vivacity. 

Throughout the show, backdrop 
slides are shown to add to the historical 
scene-setting. As Manglapus makes 
clear in a lengthy preface, reproduced 
along with a longer version of the play in 
his book The Silenced Democracy, all 
but two characters are authentic, and in 
the plot, if not in the words, dramatic li- 
cence has been kept to a minimum. 

Thus, after the prologue, the show 
opens with Acting Navy Secretary 
Theodore Roosevelt preparing the fleet 
for America's Manifest Destiny, the 
original title of Yankee Panky. 
Roosevelt soon delivers a rousing jus- 
tification of power politics, as well as a 
wry comment on the land of palabas: 

“The will! the will! The will to go and 
fight) The will! the will — to set the 
world aright/ There is no place in our 
world for nations meek as cattle/ Who 
hesitate to fly the burning standards into 
battle.” 

“Will” is then illustrated as charac- 
ters as diverse as Confucius and Asoka, 
Julius Caesar and Alexander all join 








Scene from Macli-ing: tailor-made for PETA. 


there was “too much concentration on 
the [protest in the] streets that aesthet- 
ics were derailed.” 

A year ago, PETA received the 
Asean national award for performing 
arts, gaining recognition “for influenc- 
ing the course of local contemporary 
theatre through its pronounced Fili- 
pino orientation.” Donations support 
PETA, a semi-professional group of 
about 100 members, mostly volunteers 
who hold other jobs. 

PETA is honing its artistic skills 
under the current democratic regime. It 
does a lot more experimental work, 
such as Macli-ing. in which an innova- 


Roosevelt to indicate where it can lead: 

“Blow up their superstition/ With 
n pee tre ammunition/ And give them 
all the blessings of democrity!” 

As history moves along, another 
memorable scene takes place in the old 
Hongkong Club. First, British and 
American officers rib each other to the 
words of Kipling, while the colonials 
and their crinolined ladies waltz in the 
background. 

But a real show-stopper follows, as 
Adm. George Dewey tap dances deri- 
sion of the State Department, accom- 
panied by four female sailors doing an 
energetic Charleston: “I will not sail to 
bring down/ Castilian tyranny/ Just to 
give the Tagalog/ His independency!” 

Two other electrifying moments must 
be mentioned. One is the scene which, 
in this Manila production, brings the 
curtain down on the first half with a bang. 
It portrays that legendary moment when 
president William McKinley prayerfully 
agonised over what should be done with 
the Americans' new Asian colony: "At 
last I knelt down in my nightie/ And 
prayed for light to God Almighty." 

Backed by a chorus of Methodist 
ministers, McKinley sings: “We could 
not leave/ Them there and quit/ For self- 
government They're unfit! . . ./ Be- 
cause for them/ Christ also died!/ That 
makes you feel so good inside!" 

McKinley is informed of the awful 
truth. — in 300 years the Spaniards 


tive use of the 
theatre space and 
audience participa- 
tion have been em- 
ployed. — Macli-ing. 
for instance, began 
as one entered the 
restored gate at Fort 
Santiago where Ar- 
malite-toting men 
(who played the role 
of military men in 
the play) stood 
guard. Then a pha- 
lanx of women in 
Kalinga costume, 
mourning the death 
of Macli-ing, filed to 
the theatre's front 
entrance. The audi- 
ence followed as the costumed women 
finally entered the stage, as if part of the 
procession. At the end of the play, the 
audience joined the cast in a ritual dance. 

PETA plays are participatory, start- 
ing from the research phase, when the 
scriptwriter, designer, choreographer, 
director, and key members of the cast 
visit a place to find out more about the 
subject, as was doné in the case of 
Macli-ing. Advocates of art for art's 
sake find *PETA's "committed art" 
straining for the political message more 
than the art form. But PETA members 
say they blend art with the social and po- 
litical events of the time. o 
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were not idle on the religious front: 
"I got the message at 12:06/ We must 
Christianise the Catholics!” 

The other scene comes much earlier, 
as the Philippine revolutionary leader 
Emilio Aguinaldo meets in Singapore 
with the US* consul-general to seek 
American interference in Philippine 
domestic politics. 

In a cleverly presented cameo, a two- 
man chorus squirms across the stage in- 
terjecting lines from a Philippine equi- 

valent of the Jack-and-Jill nursery 

rhyme. It tells of the dangers of picking 
fruit at the end of long branches. Mean- 
while, up front Aquinaldo gradually ac- 
cepts as genuine the US guarantee that 
it will “recognise Philippine indepen- 
dence under the protection of the US 
Navy.” 

Yet in that very same scene, Yankee 
Panky underscores a glaring weakness. 
No attempt is made to flesh out the 
character of Aquinaldo. Itis his only ap- 
pearance in the play. As he quietly 
exits, Manglapus fails to ram home that 
a key facet of the passionate embrace 
has made its debut. Aquinaldo, in Sin- 
gapore, is but the first of many influen- 
tial Filipinos down the years who have 
naively assumed that Philippine and US 
interests are identical — or that the Fil- 
American identity is a shared interest. 

So while Yankee Panky is a consider- 
able achievement, it is not a faultless 
piece of theatre. Far from it. Most criti- 
cally, the second half of the show fell 
very flat, failed to sustain the earlier 
momentum, and threatened to relegate 
Yankee Panky to the level of Manila’s 
regular run-of-the-mill entertainments. 

In larger part, the failure of the sec- 
ond half seems to be a result of the 
somewhat puritanical atmosphere in 
Manila engendered by “The Widow 
Wore Yellow.” When he originally 
wrote Manifest Destiny, Manglapus was 
told that musicals had to have their 
quota of salaciousness. He did his best 
in an omitted number, pegged to 
Dewey's second marriage, which de- 
scribes the historical fecundity of sec- 
ond and late liaisons, including that of 
US presidents. 





fone exclusion in the second half 
is a scene when Manglapus details 
tortures such as the water cure, used by 
the US in the Fil- American war, plus at- 
tempts to suppress such allegations. 

It is not clear whether this omission 
was also made under "Widow's" influ- 
ence, or whether (because of the pas- 
sionate embrace) Manglapus shrank 
from being too overly hostile to the US, 
history or no history. This scene, and 
Manglapus' general preoccupation with 
American characters and actions, 
suggest the need to place Yankee Panky 
in context. It was not written for 
Filipinos. 

Iottead; it is the product of perhaps 
the darkest period of Manglapus' life — 
the first two years of exile in the US 


after "The Marcos Follies" opted for 
martial law. For Manglapus, who began 
his composing career penning anti-Ja- 
panese marching songs for Fil-Ameri- 
can guerillas, "the taste of Bataan had 
turned sour" while the passionate em- 
brace had attained all the bitterness of a 
broken love affair. As.in 1898, so in 
1972, America was preferring profits to 
freedom, stability to democracy. What 
better than to write for American actors 
and audiences a reminder that history 
was repeating itself and that democracy 
was "an indigenous Philippine value"? 

The Ford Foundation funded his re- 
search at Cornell, expecting a politico- 
historical tome. “I don't think,” Man- 
glapus now quips, "the foundation has 
ever forgiven me for producing a musi- 
cal comedy instead." 

Against this background, the leaden 
second half and the deleted solemnity of 
tortures become explicable. Manglapus 
may be a Renaissance Man in many ways, 


Scene from Yankee Panky : the play's the thing. 


but amid the agony and frustrations of 
democratic defeat and destruction, the 
politician in him could not let go. So it 
is unrealistic to suggest that Yankee 
Panky could have improved its histori- 
cal sweep, shifting our gaze from 1898. 
when the Americans manipulated the 
Filipinos to US advantage, on to the 
1930s when Filipinos manipulated the 
Americans also to US advantage. 

For it was president Manuel 
Quezon's alteration of the indepen- 
dence bargain that made the retention 
of US bases possible. and his hiring of 
retired US Army chief of staff general 
Douglas MacArthur, that put MacAr- 
thur in place to fulfil his destiny in 
World War II and beyond. All this 
would seem to be heaven-sent material 
for Manglapus' talents. The passionate 
embrace was very much made-in-Mani- 
la, as well as made-by-MacA rthur. 

Against this background, too, it is 
pertinent to return to the problem 

















which Yankee Pank y poses. Aquinaldo' s 
pale shadow on the plot is part of it. 

The central problem is also’ illus- 
trated by the romantic interest, melodi- 
ous but contrived, based on a compas- 
sionate American girl, invented specifi- 
cally to "articulate the emerging Ameri- 
can conscience in her time." This really 

says something about innate Philippine 
generosity and warmth. Mangl: ipus cele- 
brates the US conscience at a time 
when, in relation to things Filipino, that 
conscience was all but dead. 


he hard fact remains that even if the 

prior motive was to write a play 
about the Philippines. sending an 
American message to American audi- 
ences, it should still have involved much 
more Philippine character. Since Yan- 
kee Panky fails on this count, one is left 
confronting the paradox of the Fil-Ame- 
rican embrace and the unresolved struggle 
for a coherent Philippine identity. 

Whether in US-style democracy, or 
in their free press, or during US-blessed 
dictatorship. or even in musical com- 
edy, Filipinos are often zestful masters 
of American idioms. Yet they continu- 
ally fail to define more clearly them- 
selves in relation to, and through, those 
idioms. Now, as ever, democracy lacks 
substance, the politicians lack gravitas, 
the press lacks purpose, freedom lacks 
thrust and the nation lacks direction. 

Yankee Panky at least focuses this 
problem of Filipino manifest destiny. 
That is more than can be said for the 
palabas on display in Manila's real-life 
theatres. "The Marcos Follies." "We 
And Our Bases," even "The Widow Wore 
Yellow" — all these leave a tragedy 
firmly in place. A strong nc itionalist de- 
sire for the Philippines to be taken seri- 
ously remains married to an equally de- 
termined insistence upon acting in ways 
which make this impossible. 

And yet. under the influence of 
Manglapus' charm and virtuosity, plus 
all that palabas. as the lights of Asia's 
Broadway. Manila, faded from view, it 
also seemed clear that the other side of 
this particular coin needs emphasis 
Perhaps it is the very serious nations 
which over-indulge in daily farce. Only 
in the Philippines is it clearly recognised 
that good or bad, the play's the thing. 

If more Asian leaders became con- 
vinced that all the world's a stage, then 
they would be more concerned with the 
timing of their exits. And if the main 
East Asian countries had a less self- 
righteous view of history. China would 
be closer to modernisation. South 
Korea to democracy and Japan to its 
goal of internationalisation 

In the Fines, at least, the bless- 
ed ability to laugh at oneself remains 
part and parcel of the culture. In this 
vital wav, W is the only serious nation 
Can the gospel of musical comedy be 
seditiously propagated throughout Asia? 
Foreign ministers. unite! you have no- 


thing to lose but your copyright. o 














Next to our business jet, an airliner 
feels positively cramped. 


If youre ina race for an important contract, flying with your tactics. 
a scheduled airline can really cramp your style. But in the BAe 125/800, you're free of all that. Withir 
You can only go when and where the airline goes. Your an hour or so of notifying the pilot, you can be airborne 
flight can be delayed, cancelled or diverted. (As can your 
luggage.) But cant all business jets make a similar case against 
Even if youeset off early, it means setting off half ^ scheduled airliners? Yes and no. 
prepared. And even in First Class, you can't freely discuss 


You can use local airfields, nearer to your prospects. 


No other mid-size business jet has the 125/800 





ability to use unpaved airstrips 


. The 125/800 can carry 6 passengers, plus crew, plus 
luggage for 3000 miles in one hop. But rival mid-size 
business jets cant stretch that far 

While on the subject of stret hing, the latest 800 has 
an even more spacious, open-plan cabin. (And you can pack 


in even more luggage 65 cu. ft.) 





Compare this to the brain« ramping condition inside 


its competitors. And you'll realise why the BAe 125/800 is 
the world’s best selling mid-size business jet 

For further information contact: British Aerospace 
Civil Aircraft Division, Marketing Operations Centre 
PO. Box 35, Stevenage, Herts SG1 2DG, England. Tel 


07072-68123 Telex: 826876 
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Return of the Genji 


The Bridge of Dreams: A Poetics of The Tale of Genji by Haruo Shirane. Stan- 
ford University Press, Stanford. No price given. 


though critics, Japanese and for- 
eign alike, tend to see the Genji as 
having come from nowhere, it is, how- 
ever, a single masterpiece which sud- 
denly appeared in the early 11th century 
with precedents. Like any work of art, it 
operates most lucidly amid its own con- 
texts and conventions, which are the 
subject of Haruo Shirane's excellent 
new reading of the work. 

Murasaki Shikibu was working con- 
sciously within known literary conven- 
tions when she began the Genji. For 
example, Shirane writes, "it isa conven- 
tion of the monogatari [story-telling tra- 
dition] that the heroine, whose family 
has declined . . . is discovered and loved 


by an illustrious noble ." This is 
just what happens in her own 
book. 


Genji himself resembles the heroes 
of other monogatari, where the “amor- 
ous hero is not simply a libertine . . . he 
pursues women because he is genuinely 
interested in love, beauty, and poetic 
sensibility, elements so often neglected 
in marriage." 

He also uses other means, the let- 
ters, the blossom and the fine hand he 
writes. These proliferate in other 
Heian-period chronicles because "in a 
world in which the woman remains 
physically hidden from view and in 
which she almost never speaks directly 
to the man, aesthetic media [calli- 
graphy, choice of paper, etc.] assume a 
function comparable to dialogue in the 
modern novel." 


ao 


However, the Genji was just as in- 
strumental in developing conventions as 
it depended on them. The tales them- 
selves created their own contexts and 
standards. 








For the first time in Japanese litera- 
ture, a vulnerable and tragic figure 
emerges from the monogatari. In a simi- 
lar manner, the character of Genji be- 
comes (in our sense) real. The novel 
"not only transforms plot conventions, 
establishes poetic motifs and contem- 
porary norms . . . [it] may be thought of 
as a kind of bildungsroman, a novel of 
formation in which the author reveals 
the development of the protagonist's 
mind and character through time and 
experience." 

In the same manner that Murasaki 
both affirmed and revolutionised liter- 
ary convention, she also observed and 
amplified Heian literary structure. The 
predominant form of prose fiction in her 
time was the short, expandable unit. 
These narrative blocks "function like 
panels on a Heian screen . . . as spatially 
juxtaposed scenes. " 

Murasaki continually augmented 
these scenes, and, in the writing appar- 
ently looped back, filling in the gaps and 
creating a chronology in retrospect. 
Thus the Genji constantly reworks itself 
". .. by a process of parallelism and con- 
trast, recurrences underline the indi- 
viduality of each new character and 
episode, and reveal a critical and often 
ironic difference between past and pre- 
sent narratives,” 

The result is a tale of great authority 
which has conditioned our contem- 
porary idea of the Heian civilisation. 
Murasaki's romantic portrayal of love 
has been so convincing that it has led 
social historians to mistaken 
notions about Heian marital 
customs. For example, it 
would have been unheard of 
in Murasaki's own time fora 
man of Genji's high rank to 
take a girl of her standing 
into his own residence. let 
alone marry her. 

Shirane's reading of the 
Genji is one of critical 
sophistication not common 
in the Japanese academic 
community, perhaps be- 
cause, strictly speaking, he 
does not belong to it. A pro- 
fessor at Columbia Univer- 
sity, he uses a contemporary 
methodology embracing cri- 
tical approaches. 

The result is a compara- , 
tive reading of the Genji in- 
dicating its conventions and 
originality — a major critical 
work in the field of Japanese 
studies. It is also an introduc- 
tion to the work. However, 
the reader would be advised 
to read the original first, the 
one translated by Edward’ 
Seidensticker, which Shirane 
used in this work. 

— Donald Richie 
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faster than any other 


usiness records and 
Compaq Computer 
Corporation are no 
strangers. 

We achieved the highest first- 
year sales of any company in 
American business history. In 
our fourth year of operation, 
we broke into the ranks of the 
FORTUNE 500, faster than any 
other company. Now, after com- 
pleting our sixth year, we've 
reached annual sales of over US 
one billion dollars.And again, we 
achieved this mark faster than 
any other company in history. 

While these achievements are 
helpful in charting a company's 
progress, the real story behind 
this success is COMPAQ per- 
sonal computers. Together, 
they represent the 
highest- 






Compag 
was first 
to introduce 

and advance 80386- 
based personal computing. 


performance line of personal 
computers in the world. Indi- 

vidually, each has been singled 

out by industry experts and 







demanding users as the best 
computer in its class. 


The high- 
performance leader | 






stricta 


Performance leadership is 
earned, not claimed. Compaq 
has earned this distinction by 
consistently advancing per- 
sonal computer technology 
We demonstrated this by 
being first to tap the 
power of the Intel 
80386 microprocessor 
with the COMPAQ 
DESKPRO 386. Then, 
just a year later, we 
were first to advance 
80386 technology, not 
once but twice, with 
the 20-MHz COMPAQ 
DESKPRO 386/20 
and COMPAQ 
PORTABLE 386. 
Today, they are the 
most powerful personal com- 
puters in the world, offering 
system performance that rivals 





limits of personal computer 
technology while preserving 
your investment in industry- 
standard hardware and the 








minicomputers. world's largest library of busi- 
ness software. Moreover, we 
Building bridges design our machines to exploit 
i and enhance 
With each , new capabili- 
innovation, f ties. Compaq. 


Compaq 
pushes the 


| options such 
as VGA 


Based on an independent survey of 209 FORTUNE 1000 companies. 


*Tests conducted with Pogyer Meter Version 12, a software product of The Database Group. Index based on a scale that rates the IBM PC/AT” as 1, Intel isa trademark of Intel Corporation. 
COMPAQ” COMPAQ DESKPRO 386° and COMPAQ DESKPRO 286" are registered trademarks of Compaq Computer Corporation. "Registered U.S. Patent and Trademark Office 








It simply works better. 
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Phone: 051-811735, Telex: 54002 « PEOPLE'S REPUBLIC OF CHINA, Computerland China, Beijing, Phone: 5128330, Telex: 211161; Computerport, - ». 






















graphics, 3%/2-inch drives and 
the new MS Operating 
System/2 are just a few exam- 
ples that set us apart. 


A better handle on 
computing 


In portable personal comput- 
ing, we've long been recog- 
nized as the world leader. 
From our first portable to the 


MS is a trademark of Microsoft Corporation. IBM PS/2 and IBM PC/AT are trademarks of Internat 
a tradémark of The Database Group. COMPAQ DESKPRO 386/20™ COMPAQ PORTABLE 386™ 
Computer Corporation. ©1988 Compaq Computer Corporation. 
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Phone: 2-8182703, Telex: 23232 * SINGAPORE, Computer 


Bangkok, Phone: 2340770, ‘Telex: 20191 


each US lion. 
company's in history 


COMPAQ PORTABLE III and 
now with the COMPAQ 
PORTABLE 386, we give users 
on the go the power and func- 
tionality of a desktop com- 
puter. All in a rugged, 
lightweight package built to 
meet the rigors of the 
real world. 


Proof positive 


Maybe the best 
measures of 
COMPAQ comput- 
ers are the people 
who evaluate them 
and use them. Admit- 
tedly, they're a criti- 
. cal group. That's 
a^ why Compaq 
engineers our 
computers to 
* exacting 
quality 
standards and tests 
them in real-world 
situations. This 
attention to detail 
consistently earns 
us the highest qual- 
ity ratings from 
industry experts. 
And the highest 


satisfaction ratings COMPAQ PCs 

outperform IBM's PS/2™ 
PC's in CPU/memory 

performance tests. 


from users at all 
levels. Especially 
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demanding business users. In 
fact, for all these reasons, more 
FORTUNE 1000 corporations 
plan to add Compag to their... 
approved vendor lists this year | 
than any other brand: ferie 


Worldwide service 
and support 






High- 
performance 
computers. 
are nothing. 
without 
high- 
performance dealers. We have 
a worldwide network of over 
3000 Authorized COMPAQ 
Computer Dealers in over 40 
countries. Our Dealers are 
specially trained to match 
COMPAQ personal computers 
to your every need. They also 
give you the added advantage — 
and security of local service 
and support. For more 
information about 
‘COMPAQ Personal = 
Computers in Asia, -` 
see the list below. 
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By Philip Bowring in Hongkong 
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Inflation Signals flash brightly once more : 








TE stockmarket charts for 1988 are looking 
uncannily similar to those for 1987. His- 





domestic US reaction to the impact of low rain- 
fall on grain crops. Wheat and soyabeans were 





D: 





tory may never repeat itself, but “double-top” 


situations are not unknown to the chartists. The month saw 


Tokyo, Taiwan and Seoul reach all-time highs, New York 
reached its post-crash peak, and Australia gained more than 
12% in local currency terms and even more against other cur- 
rencies. 

There are differences between a year ago and recent times. 
Then, stockmarkets were prepared for several months to ig- 
nore a steady climb in interest rates which was only reversed 
in shock reaction to 19 October. Now, stockmarkets, and to a 
lesser degree bond markets, have been willing to ignore the 
brightest inflation signals since the early 1980s. 

The first week in June provided the remarkable picture of 
the Commodities Research Bureau (CRB) index gaining 596 
in the same week as the bond market staged a major rally, the 
Dow Jones average put on 5%, Tokyo hit a new peak and even 
lugubrious Frankfurt advanced 4%. All that can be said is: 
one or more of these indices is wrong. 

Those unworried by inflation say the CRB rise was largely 


— —J especially strong, gaining 30% each. Others 
say the sudden movement in foodstuffs had been preceded by 
strong gains not only in metals, but also in many primary and 
intermediate industrial products. They also point to crop 
problems in East Asia and India. 

Inflation optimists seemed to be looking at current infla- 
tion figures rather than leading indicators. Money supply 
growth, industrial demand and (possibly) the weather now 
point to significantly higher inflation. The restraining influ- 
ence for now is wage settlements in industrial countries and a 
relatively stable US dollar which has reduced the need for cen- 
tral bank intervention in currency markets. . 

Among Asian markets, Singapore and Malaysia were rela- 
tively subdued despite the impact on Malaysia of higher 
rubber and palm oil prices, and steadier crude oil prices. 
Bangkok continued a steady climb back to its 1987 peak 
helped by very favourable commodity prices. But there 
were few foreign beneficiaries from the month's star 
performer, Bombay. After almost two years of decline 





Rises in rents and values herald recovery in Singapore property stocks 


Overcoming the glut 


By Christopher Marchand 


/ 
[uu in Singapore's quoted property stocks has quick- 
ened markedly in recent weeks, as an upswing in rents and 
capital growth gathers pace. Rents and capital values are still 
a long way from scaling their 1981-82 peaks. But the chronic 
supply glut of property in the mid-1980s is gradually running 
down. New developments are again being planned, while va- 
cancy rates are falling. 

In the office market, average occupancy levels have risen 
to 90%. Prime office space, such as at Raffles Place and on 
Shenton Way, is as high as 9596 full. Capital values rose 
about 10% in the first quarter of this year, after 80-100% 
gains in prime grade A and B office space between 1985 and 
1987. 

Alan Hill, the managing director of property agent Jones 


SINGAPORE'S NEW PROPERTY CYCLE 
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Lang Wootton (JLW), forecasts that prime-office rentals in 
Singapore will rise by 33% in the next three years. "While 
Hongkong is well into the cycle, Singapore is still at an early 
stage," Hill said. 

Residential prices paused after last October's stock- 
market crash. But economic growth, low interest rates and a 
diminishing supply of new stock have given post-crash im- 
petus to continued price gains, after rises of 30-6096 in 1987. 

Prime retail space in Orchard Road is now in short supply. 
New space coming on to the market has been snapped up at 
record rates of up to S$40 (US$19.75) a ft?. That compares 
with S$20 a ft? a year ago. JLW believes that a strong retail 
market could last until late 1989, 

Interest is also strong in bidding for the Singapore Inter- 


es -— central business district. 
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;. Capital international World index 


and doldrums, the Bombay market put on 40% in a month. 

Among currencies, only the Australian dollar gained 
significantly against the US dollar in response to better 
commodity prices and higher interest rates. The currency 
may now be high enough, given Australia’s huge debt burden. 
Australian interest rates may be one of the few with 


national Exhibition and Convention Centre, a development 
next to Marina Square which was put up for tender last De- 
cember. 

A Hongkong consortium led by property magnate Li Ka- 
shing plans to bid S$1 billion to develop the site. Ng Teng 
Fong of the Far East Organisation, the Kuwait Investment 
Office and, possibly, Japanese developers are also in the run- 
ning. 

The favourite property stocks have been Parkway Hold- 
ings and City Development. City Development is trading 
slightly below its net asset value. The market prices of Park- 
vey and Singapore Land are about the same as net asset 
value, 

Parkway is exposed to the flourishing residential sector, 
and has just launched the long-anticipated Astrid Meadows 
project. The share price stands on an attractive price-earn- 
ings (p/e) multiple. But earnings growth this year could be 
slow, due to an increase in the issued share capital. 
Stockbroker County Natwest Asia forecasts a prospective 
multiple of 20.4 times for Parkway. 

City Development is highly priced, standing on a 50 times 
p/e ratio, as against the 24 times market average and the 
roughly 35 times ratio for the property sector. Some analysts 
believe net earnings could grow 3076 this year. Longer term, 
City Development has the attractive Republic Plaza develop- 
ment on its plate. 

Singapore Land is more of an asset than an earnings play. 
The group is heavily indebted, but has been refinancing its 
loans and could also sell assets. 

Its prime-office portfolio should, however, show a steady 
appreciation in value and the share price has been a relatively 
slow performer. Longer term, Singapore Land could be hurt 
by new supply from competitors — United Overseas Bank 
Plaza, Republic Plaza and Ocean Towers — which could af- 
fect the value of Singapore Land's ageing stock. 

With property shares in demand, interest has spread 
further afield. Development Bank of Singapore Land, on an 
historic 80 times net p/e ratio, is more of a long-term invest- 
ment. 

First Capital has been popular. So, to an extent, has Unit- 
ed Overseas Land, despite its gearing and need to find addi- 
tional sources of revenue. Among the locally listed Malay- 
sian counters, Selangor Properties was most in vogue. Oo 
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Commodities Research Bureau 
futures index (closed 30 May) 





Dow Jones 20 bond index (closed 30 May- 


REVIEWGRAPHS by Barny Lew 
more potential to go down than up over the next few months. 

Precious metals did not follow the rise in foods and indus- 
trials. Platinum had a mini-boom and silver a flurry but gold 
went nowhere. This suggests that even if inflation is around 
the corner, it will be driven by demand rather than panic or 
speculative money. u 





Ambitious bourse 
attracts the bulls : 


By Anthony Rowley in Paris 


pas has an ambition to become the principal financial 
centre of Europe. Moves made in the past year or so to 
modernise and internationalise the Paris Bourse suggest 
strongly that international-investor interest will continue to 
rise and with its share prices. This, in turn, argues in favour of 
buying strategic holdings of French stocks, which are cur- 
rently quite modestly priced. However, Paris has a long way 
to go yet before ousting London from its leading position — 
Paris simply does not have the number of financial institu- 
tions and the liquidity which the British capital enjoys. 
And France still has some residual foreign-exchange con- 
trols, 

The French stockmarket (most popularly measured by 
the CAC General Index) enjoyed a strong bull market from 
the end of 1985 right up to last October’s Black Monday 
when it gave up more than half of its two-year gains. Since 
then it has rallied and fundamentals suggest that it should re- 
cover further in the short term. 

This in itself does not make it an automatic buy — the 
Spanish or Swedish markets, for instance, look more attrac- 
tive in the short term. But the fundamental reforms taking 
place within the French market could well mean that short- 
term gains flowing from corporate earnings growth will be 
dwarfed in time by rising liquidity and demand for French | 
equities. 

Until quite recently, the Paris Bourse was very much a 
domestic and rather antiquated institution. It is still housed 
in a Napoleonic-era building and the open outcry system of 
trading has characteristics which defy ready explanation. 
Stockbroking was carried out by a monopoly profession of 
Agents de Change who were aot permitted to undertake 
equity research. 

Times are changing, however. There may be fierce resist- 
ance to replacing the old Bourse building with anything mod- 
ern but inside it dealings are being transferred to a com- 
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puterised system of continuous 
trading known as the CAC (Co- 
tation Assistée en Continu), 





based on the Toronto Stock Ex- soo» CAC General index 
change model. 

A drive is under way, too, to 450» 
make Paris more competitive. 


Specific reforms include au- 400* 
tomatic settlement and delivery 
oe where efforts are 
-being made to bring the Bourse 
up to international standards. 

The Agents de Change have 
cast off their ancien régime, di- 
rigiste image and become known 
as Sociétés de Bourse, au- 
thorised by a special Conseil des 
Bourses de Valeurs instead of 
directly by the government. 
They can, and do, carry on 
equity research, and foreign in- 
stitutions are free to purchase 
stakes of up to 30% in the LESEN NE i 
Sociétés de Bourse, a ratio § Market capitalisation 1987 
which will rise to 100% by 1990. ion FF) go 

None of this is to say that the 17 
size of the Paris Bourse has been 
transformed overnight. As a 
proportion of GDP, the market 
capitalisation of the French 
bourses (in Lille, Nancy, 
Nantes, Lyon, Bordeaux and 
Marseilles as well as Paris) is still 
only about 20% compared with 
90% in Britain or 112% in Japan 
at the end of 1987. 

Market capitalisation in ] market. 
France at the end of last year was | E3 French bonds - 
about US$154 billion, lessthana į £1 French shares - 
quarter of Britain’s and almost 
inconsequential when compared with Tokyo and New York. 
The ratio of annual turnover to capitalisation, at around 
60% , is higher than Britain’s, however, and not so far short 
of Wall Street's 80%. 

By no means all of the turnover in the French market rep- 
resents equity trading. It is still very much a bond-dominated 
affair. At the end of 1987, French bonds (government 
and corporate) accounted for more than Ffr 1.9 billion 
(US$325.34 million) of the Paris Bourse total capitalisation 
of Ffr 2.9 billion, and equities for the rest. Bonds similarly 
represented Ffr 2.4 billion of the total Ffr 3 billion in trading 
value for 1987, and equities the rest. 


N evertheless, the equity component of capitalisation and 
turnover was rising rapidly until Black Monday. Al- 
though confidence has taken something of a knock since 
then, more than 9 million French remain shareholders (in a 
population of some 60 million). 

The CAC General Index has rallied quite strongly since 
the crash. As of 8 June, the CAC stood at near 340 against its 
_low of 251 on 29 January. Since the end of 1987, the French 
market is up 18.5% in local currency terms — hardly as 
sparkling as Sweden or Spain (or Tokyo for that matter) but 
much more respectable than London or Wall Street. 

Analysts expect the market to reach at least 350 within the 
current rally. y base this partly on the boost to market 
liquidity deriving from the expected plough-back of a large 
part of the Ffr 25 billion paid»out in dividends by French com- 
panies for 1987. An expected further cut in the benchmark 
lending rate (reference rate) should also boost sentiment. 

France's expected GDP growth in 1988 — perhaps around 
1.6% — is hardly dramatic. But at least the political outlook 
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appears to be relatively stable, 
with the prospects of a huge 
Socialist majority in the French 
parliament now giving way to” 
expectations of a centre- 
oriented coalition again. 

Corporate earnings growth 
prospects for 1988 are viewed as 
good and those in turn throw up 
an average prospective price- 
earnings ratio of a modest 11 or 
so. Yields are quite attractive 
too with some of the blue chips 
offering 6% or 7%. Financial 
M stocks, such as Société Générale 
or Société Banquaise, are espe- 
cially favoured as are construc- 
tion-sector stocks like Lafarge 
or Ciment Français. 

For those who do not wish to 
buy individual blue chips or 
other single stocks, there is the 
unit-trust option, London-based 
broker James Capel, which has 
recently bought 30% of the Paris 
broking house Dufour Koller 
Lacarrière, offers several funds. 

There is James Capel’s own 
European Special Situations Fund 
(French and other European 
stocks) managed out of London, 
or specialist Paris vehicles run by 
DKL in conjunction with Capel. 
These include the DLP Europe 
Funds and the Investissements 
Associés Valeurs Français et 
(i mea Etrangers Diversifies. Both in- 
(sens vest in French shares and bonds. 
E Foreign and French shares 1 Their performance this year has 
RevewoucrMoyRoyi NOt been stunning — rising some 
4.5% for the former and 7.3% for the latter — but the French 
market has not been a high flyer in 1988. 

These unit trusts are smaller than their equivalents else- 
where and can be dealt in only one day each week, Certifi- 
cates have to remain physically in France too, though they 
can be held by nominees. 

Direct investors in the French stockmarket do not face 
any exchange controls nowadays, though there are restric- 
tions on foreign holdings of certain bearer stocks. Brokerage 
fees vary from 0.65% to 0.215% for shares (according to 
transaction size) and from 0.45% to 0.045% for bonds. 
Stamp duty is also on a sliding scale from 0.3% to 0.15%. 

The Paris market consists of the so-called “forward” mar- 
ket or Marché à Réglement Mensuel (monthly settlement) 
market where the bulk of trading takes place. There is also 
the cash market or Marché au Comptant for immediate set- 
tlement and delivery. The main market is supplemented by a 
second market where listing requirements are easier than for 
the big board and where, before Black Monday, speculative 
activity was high. 

The Bourse has quite a high ratio of foreign equity issues 
listed now — 223 out of a total of 1,131. The 10 most-actively 
traded foreign stocks include European multinationals such 
as Deutsche Bank and Nestlé. 

As France dismantles its remaining foreign-exchange con- 
trols and liberalises access to foreign brokers, foreign-invest- 
or interest is certain to rise. Most of this will occur before the 
end of 1992 — the target date for full economic integration of 
the EC. This will stimulate the Paris market and if, as seems 
possible, Britain has not joined the European Monetary Sys- 
tem by then, London could well cede its financial primacy to 
the twin centres of Paris and Frankfurt. N 
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Too many Thai funds, 
not enough shares 


By Paul Handley in Bangkok 


TK launch of Thailand’s latest dedicated mutual fund, the 
Thai-Euro Fund, on 6 June, left some analysts asking 
themselves whether their continuing emergence is healthy 
for the market. The fund is the third closed-end fund for 
offshore investors managed by Mutual Fund Co. (MFC), and 
there are reports of more in the works. MFC, an arm of the 
semi-governmental Industrial Finance Corp. of Thailand, is 
reportedly negotiating another US$110 million fund with 
Nomura Securities, and a US$50 million fund with Daiwa 
Securities. 

Unlike the still-growing investments from offshore funds, 
which are pushing up the premium for the limited supply of 
| foreign-registered shares, MFC’s funds can buy local-regis- 
tered shares. The addition of the unconfirmed new funds 
would bring the amount of foreign money available for in- 
vestment in local scrip to nearly US$400 million. This is small 
compared to the total market 
capitalisation of more than 
US$8.2 billion. However, it is 
far more significant as a por- 
tion of the market's free float, 
estimated at one-third of the 
total. Take out the 25% reserv- 
ed for foreigners in blue chips, 
and the availability of first- 
tier listings becomes very low. 

Foreign money has been 





lion (US$19.8 million) mark 
and left the SET index hover- | AP; May 
ing around the 415-430 mark. f 
Turnover on the foreign 
board indicates heavy direct- 
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investment activity: The impact of MFC fund buying is not as 
clear, but at the beginning of May the Thai Fund Inc. was 
only 23% invested, while a month later it was 54% invested. | 
Within the space of four weeks to early June, the Thai-Euro 
Fund was nearly 40% invested. MFC purchases of listed 
securities do not necessarily show up on market volume. 
Some listed securities are bought directly in off-market deals. 

Without the strong fund buying. the index would proba- 
bly be operating in the 380-420 range, many brokers say. 
What is keeping locals in the market is, effectively, the know- 
ledge that foreigners find Thailand a good bet. 

MFC's closed-end funds, including the five it Operates for 
local investors, should have an especially stabihsing influ- 
ence in the market. The government has carefully negotiated 
agreements with the funds' operators to ensure as much — 
they are required to have a maturity of at least 10 years. 
Neither are they left much play when the managers get nerv- 
ous: the New York Stock Exchange-listed Thai Fund Inc. 
cannot hold more than 2096 in non-baht cash, and the Thai- 
Euro Fund must stay 100% in baht or baht securities. 

These stipulations make withdrawing in any emergency 
more difficult. It is the aim of the financial authorities to 
forestall any massive pullout, such as occurred in the offshore 
open-ended funds and which contributed to last year's crash. 
MFC’s reputation is that of a 
manager which buys and 
holds, especially for the local 
funds. Managing director 
Udom Vichayabhai points 
out that the company's Thai- 
land Fund, an open-ended 
offshore fund, sold off 
very little during the 
October crash. 

j “We can take in a few 

more funds,” Udom insists. 
“But we should have at this 
/ stage only closed-end funds.” 
He added that if discussions 
with foreign brokers all gel- 
led, it would be easy to start 
up a score of new vehicles. 
(MFC is the sole institution 
allowed to offer funds with 
access to locally register- 
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ed shares.) Udom and others believe that the market’s 
prolem is one of supply, and that if demand is strong 
and stable, it creates an inducement for companies to 
list. 

However, there are tradeoffs to this stability. The first is 
psychological — the effects of the foreign funds in the market 
are somewhat artificial, some brokers note. They keep the 
market strong, but result in local investors taking an unrealis- 
tic view of share values. They are simply betting on the 
strength of foreign interest, and the foreigners have to invest. 

An important effect is that the funds investing in locally 
registered stock are soaking up some of the already limited 
supply of blue chips. For instance, according to current esti- 
mates only about 5-10% of Siam Cement’s shares regularly 
cross the market. Because of the high demand for Siam Ce- 
ment, any new funds are likely to snap up whatever comes 


Antique timepieces 
clock up the gains 


By Ellen Salem in Hongkong 


Os the past year, vintage wrist-watches have appreciat- 
ed by about 60%. The trend is expected to continue, if 
not accelerate. 

At the end of May dealers and private collectors from 
Europe, the Americas, Japan, Singapore, Australia and 
Hongkong gathered in Hongkong for a sale of 205 lots of vin- 
` tage and antique watches. The auction was organised by 
Habsburgs, Feldman of Geneva. 

Total value of the Hongkong sale was estimated at around 
| HK$22.4 million (US$2.9 million) excluding commission. 
Winning bids ranged from HK$14,000 for a 1950s Movado 
steel gentleman's wrist-watch with chronograph, registers 
and tachometer to HK$1.4 million for a China-mirror pair of 
ip gold, enamel and pearlset watches made in about 

While antique watches have been collectors' items for sev- 
eral centuries, the market for vintage mechanical watches 
is only about 10 years old. Vintages watches are those 
made since the turn of g ad 
the century. 

Towards the end of the 
1960s, the quartz watch came 
onto the market and dealt a se- 
vere blow to the Swiss watch- 
making industry. Between 
1974 and 1983, the Swiss share 
of the world market fell from 
30% to under 10% . Geneva re- 
mained the leader for precise 
mechanisms and expensive 
watches, but it risked being 
wiped out in the low to medium 
end of the market. 

Nonetheless, the manufac- 
turer of fine watches which fast 
‘became, or soon will become, 
collectors’ items continued. 
Several new watches created in Bi 
1980s and produced in limited 
series are now every sought 
after. For example, there is the 
Breguet automatic with w- 
verse-power indicator, moon- 
phase and calendar which 
shows how long it can run be- 
fore being wound up again. 





always go to a reputable dealer. 





















| The market for antique watches is increasingly lucrative. 





their way. The same goes for other highly desirable counters. 
The result is that foreign demand pushes up prices on both 
the local and foreign boards. 

This could force local investors into the more risky sec- ° 
ond-and third-tier shares, where lack of foreign demand has 
so far kept prices down. Brokers report, however, that both 
the offshore and MFC funds are now snapping up second-tier 
counters as well, which could easily account for the markets 
overall price-earnings ratio now closing in on 14. 

There is apparently some concern over the prospect of a 
foreign-dominated market at the Bank of Thailand (the cen- 
tral bank), which decides on whether new funds will be al- 
lowed. But there is still no consensus on the weight of foreign 
money. The current feeling is that more MFC funds will be 
permitted, but in a more staggered fashion, to allow the sup- 
ply of shares to catch up. 


Another example is the “DaVinci” by the International 
Watch Co. which was the first chonograph whose calendars 
— day, week, month, year and moon phases — are program- 
med for 514 years. 

Supplies of such watches are fixed and demand is growing, 
in line with the general rise in demand for luxury items such 
as vintage cars and fine jewellery. Indeed, the October stock- 
market crash has been a boon for those dealing in luxury 
items. As one dealer noted, lots in a sale of mixed, quality 
collectibles fetched three times more than the estimate in à 
sale in New York on the day after Black Monday. 

In addition to overall increase in demand for luxury items, 
the watch manufacturers themselves have become a driving 
force in the watch market. Firms such as Cartier and Patek 
are buying back their old watches both for sale and to include 
in their collections. 

Thus, the winning bid of HK$750,000 for a Patek Philippe 
& Cie rare 18-carat, rectangular cushion-shaped white 
and yellow gold gentleman's wrist-watch, with chronograph 
release on the winding crown, register and tachometer did 
not take dealers by surprise. 

According to David Lowe of Irvan in Hongkong, it is still 
possible to buy a classic 1940 Rolex for about HK$10,000, 
while the most inexpensive new Rolex is about HK$20,000. 
Lowe stresses, however, that the new collector should 


The market for the more 
traditional antique watches is 
expected to continue to be very 
strong though prices may not 
accelerate as fast as those for 
vintage watches. These fine, 
old pieces fetch very high 
prices across the board. But 
buyers should be cautious. Dis- 
honest dealers have been 
known to assemble an original 
watch from parts. In addi- 
tion, the novice collector 
should beware of erotic 
watches, which are, according 
to Lowe, "a dangerous field 
and they have been faked for 
years." 

Another area where the un- 
initiated should tread with care 
is vintage pocket-watches. Un- 
less there is a revival of the 
waist coat, vintage pocket- 
watches will not generally ap- 
preciate as fast as wrist. 
watches. Most collectors of 
wrist watches buy their watch 
ie ee | to wear. Qo 
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By James Bartholomew in London 


he October stockmarket crash last 

year has changed the attitudes of in- 
ternational fund managers to all invest- 
ment, particularly investment in East 
Asia. 

Before the crash, managers thought 
Japan was too expensive, so they were 
underweight and selling. Instead, they 
were buying “emerging” markets 
which, in East Asia, loosely included 
Hongkong and Singapore as well as 
Thailand, the Philippines, Taiwan and 
South Korea. 

Since the crash, all that has changed. 
The theme has become risk avoidance. 
Fund managers have gone for cash and 
bonds. Where they have stuck with 
equities, they have preferred to stay at 
home — foreign equities have been ne- 
glected or sold. 


Western funds shy away 
from ‘emerging’ Asia 
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In the US, managers are taking the 
same approach. Those with a mandate 
for investing only outside the US have 
increased their Japan. exposure from 
30.3% t035%. 

The rest of the East Asia is a very dif- 
ferent story, indeed. The passion for 
emerging markets has gone the way of 
hooped skirts and bowler hats. Why 
bother to find cheap stocks in a distant 
land when you can find them at home? 
The World Markets ‘survey of British 
pension funds shows “Other Far East” 
investments falling from 0.8% of pen- 
sion-fund assets to 0.6%. US funds 
investing offshore. have: reduced their 
“Other Far East” exposure from 7.7% 
to4.8%. 

Hongkong has been particularly 
out of favour. 





































Before the crash, 
World | Markets 
reported that a 
sample of 250 
British pension 
funds had 21% of 
their assets over- 
seas. By end- 
March, that had 
been cut to 1796. 

One of the few 
countries where 
Western mana- 
gers have been 
buying again has 





Thai bourse wins respect. 











Numerous 
reasons are cited 
— the closure of 
the | Hongkong 
market last Oc- 
tober, the public 
washing of dirty 
linen since and 
the relatively dis- 
appointing first- 
quarter trade fig- 
ures. The 1997 
issue is important 
more because of 
the current loss 
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been Japan. Al- 
though still thought overvalued, Japan 
is seen as a relatively low risk be- 
cause it has a strong currency and 
the stockmarket survived the crash 
better than any other major mar- 
ket. 

Fund managers also find Japan a low 
risk for a more personal reason. They 
tend to judge themselves, and be judged 
by their rivals, by comparison with 
world indices. Being already under- 
weight in Japan (which accounts for 
some 42% of world stockmarket 
capitalisation), they are betting against 
it. If they now buy a few Japanese 
shares, they are betting less heavily 
against it. Thus, for the managers, the 
market is low-risk. 

The World Markets survey finds that 
ension funds increased their stake in 
apan from 4.2% to 5.8% of total assets 

invested at the end of the first quarter, 
though global unit trusts and investment 
trusts are much more heavily invested. 













. | managers have generally given up their 
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of professionals 
through emigration than fears about 
Chinese actions after they take power. 
Very recently, sentiment has turned up 
a little on the basis that exports might do 
better than was earlier feared. 

Singapore and Malaysia have been 
neglected, partly because of political 
developments in both countries. But in 
the past two months, growth in the Sin- 
gapore economy and rising commodity 
p have tempted fund managers 

ack again. 

The managers' favourite, according 
to brokers Hoare Govett, has been 
Thailand. A few years ago, the Thai 
market was extremely cheap and no- 
body would buy into it. Now it is much, 
more expensive, and managers are very 
keen. Thailand has suddenly become 
respectable — though the sudden 
change is doubtless a delayed reaction 
to what has been a leng, gradual im- 
provement in Thailand's economic and 
political environment. 

Apart from Thailand, Western fund 






































affair with the smaller East Asian mar- 
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Trying not to make 
atoo big a splash 


By Nigel Holloway in Tokyo 
; For a Japanese viewpoint, investing in the stockmarkets 
| of other Asian countries is rather awkward. The markets 
are simply too small to dip anything more than a toe into 
them without creating huge financial waves. 

The “pure” Japanese funds (Japanese-staffed and man- 
aged funds of Japan-incorporated firms) say they are quite 
cautious about the ripple effect of either buying or selling the 
stocks listed on the smaller Asian stockmarkets. Several fund 
managers said they were actively engaged in trading their 
portfolios, though the individual sums involved are often 
quite small. 

Nippon Life, the world's largest assurance company, re- 


Shopping for bargains 
in Asia's retail sector 


By Review Correspondents 
A rising affluence has created a growing number of 
cash-rich consumers keen to enjoy the rewards of eco- 
nomic success. As a result, shops and department stores from 
Sydney to Singapore have been enjoying robust sales growth. 
With turnover and profits on the rise, the region's publicly 
listed retail groups are looking increasingly attractive. But 
what sort of bargains are on offer to potential investors? 
Japan's department store and supermarket chains are 
likely to put in a strong performance this year, even though 
they have underperformed the 
market as a whole over the past 
three months, according to 
share analysts. Retail sales rose 
9.496 in the year to February 
and there is little sign of the 
spending spree abating. Even 
the introduction of some form 
of sales tax within the next vear 
is not expected to have a 
marked effect on consumption. 
Shops in Japan are undergo- 
ing major changes because of 
the spending boom. Income 
disparities are widening and 
new high-spending groups are 
emerging. The retailers which 
have responded to the chal- 
lenges, through sharper mer- 
chandising and higher point-of- 
sale technology, are carrying 
.away the spoils. Sharpest of the 
big groups is lto-Yokado, 
Japan's second-largest retail 
group in terms of turnover. Net 
profits increased 21% to ¥30.8 
billion (US$244.86 million) in 
the year to February 1988. Re- 
turn on equity is three times 
higher than at Daiei, the No. 1 
group. Its net profits rose 12% 
over the same period. On cur- 
rent multiples, analysts are 
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cently set up an investment company in Singapore to manage 
US$75 million in assets — less than 3% of its overseas-equity 
portfolio. Before the October crash, about half that sum was , 
invested in equities in Singapore, Malaysia, Hongkong and 
Thailand. The rest was in the Australian market. 

Since the crash, it has cut to a third its investments in these 
four Asian markets — about half of this is invested in Singa- 
pore, almost nothing in Malaysia, 40% in Hongkong and the 
remainder in Thailand. Kiyoshi Ujihara, Nippon Life'sinter- 
national investment planning department manager, said 
liquidity is a basic factor in determining where to invest. 

Taiyo Mutual Life, Japan's eighth largest, has US$10 mil- 
lion invested in Asian equities outside Japan. It is gradually 
increasing its investment because of these countries’ long- . 
term potential. Half the money is invested in special South 
Korean, Taiwan and Thai funds: The other half is invested in 
Hongkong and Singapore, where Taiyo is engaged in short- 
term trading to offset foreign-exchange losses. 

Like Taiyo, Nomura Securities Investment Trust Man- 
agement, Japan's biggest, concentrates on blue-chip stocks. 


suggesting that investors hold Daiei and buy Ito-Yokado. 
Two other store groups, Jusco and Seiyu, are given a sell re- 
commendation by Warburg Securities. 

Among the department stores, Mitsukoshi and Takashi- 
maya are recommended because both have recorded a steady 
growth in profits. But on the basis of price-earnings (p/e) 
ratios, Marui looks the best bet. If specialist retailers are call- 
ed for, men's clothier Taka-Q seems to have left its rivals far 
behind. The firm is listed on the second section of the Tokyo 
Stock Exchange, but plans to move to the first section next 
year. 

Australia's retailers are set to reap the benefits of a fore- 
cast surge in sales this year, according to stockbroker Bain 
and Co. Coles Myer, the nation's top retailer, is the world's 
leading chain in terms of sales per head of population. Wool- 
worths is not far behind. Both rank among the world's 30 
biggest retailers in terms of turnover. 

Coles Myer accounts for 
about 20% of total Australian 
retail sales. Earlier this year it 
bought the Progressive chain in 
New Zealand from Brierley In- 
vestments. This gives Coles 
13% of the New Zealand market 
and led Bain to dub it “the pre- 
mier retailing entity in the 
southern hemisphere." 

Woolworths, now 4076 own- 
ed by Industrial Equity Ltd, is in 
the process of recovering from 
two bad years. Its profits are ex- 
pected to reach A$45 million 
(US$36.14 million) this year, 
against A$7.8 million in 1987. 
On a current price of about 
A$2.90, the p/e is 14.6. Wool- 
worths controls about 10% of 
the Australian market. Coles 
Myer profits are tipped to reach* 
A$287 million this year. It has 
been trading at around A$9, 
yielding a p/e of 14.5. Earnings 
are expected to prow to A$345 
million in 1988-89. 

Australia'sotherbig retailer, 
David Jones, is being taken over 
by its major shareholder, John 
Spalvin's National Consoli- 
dated, as part of a rationalisa- 
tion of the Adsteam empire. 
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Nomura’s executive managing director, Kinya Tsubaki, said 
he has not grown more cautious towards Hongkong despite 
the temporary closure there last October. Its Nomura Pru- 
dential Global Portfolio, for example, is 50% invested in 
Asian stocks + of that share, 89% is currently devoted to 
Japan, 7% to Hongkong and 4% to Singapore. 

But Tsubaki said he expects to shift more funds to Hong- 
kong and Singapore over the next six months, because he 
sees their stock appreciating faster than in Tokyo. He be- 
lieves that South Korea and Taiwan will open their doors to 
foreign investors gradually. 

Kimisato Nagamine, managing director of the Tokyo 
branch of Baring International Investment Management, is 
another active trader in Hongkong stocks. The share of Bar- 
ing's West Pacific portfolio placed in Hongkong has varied 
from 6% to 14% over the past year, and currently stands 
at 7.5%. He has pulled out of Singapore entirely for the mo- 
ment, having had 4% of the portfolio invested there six 
months ago. The ratio placed in Thai stocks has grown from 
nothing to 3% and that may increase to 5% soon. oO 









The up-market store group is expected to make big gains this 
year. Last year, it reached the A$1 billion sales mark. 

In Hongkong, department store sales surged 54% in the 
first quarter of this year as tourist arrivals, which are crucial 
to the retail trade in the territory, jumped 23% . Overall retail 
sales climbed 24% by value and 14% by volume in the first 
quarter. These have helped boost the earnings of listed de- 
M store and retail companies, such as Lane Crawford, 

ing On Co., Dickson Concepts, Sincere and Shui Hing, 
and the listed jewellery chains Tse Sui Luen and Chow Sang 
Sang. But the weakening Hongkong dollar has raised import 
costs, and expansion by Japanese and British retailers in the 
territory is intensifying competition. Both developments 
have put pressure on margins. 

None of the listed retail stocks is a pure retail play — all 
have diversified into property, stocks, bonds or hotels. Up- 
market department store chain Lane Crawford, controlled 
by shipping magnate Sir Yue-kong Pao, reported poor 15% 
taxed profit growth in the six months to 30 September 1987. 
Expansion plans in Southeast Asia appear to have withered 
away, while investment returns on the company's HK$1 bil- 
lion (US$128.21 million) cash pile may have been hurt by the 
stockmarket crash. Still, Lane Crawford has brought in some 
highly paid US buyers and managers. 


W ing On Co. earns slightly more than 50% of taxed profit 
from its department store chain, Wing On. The chain 
will add its ninth store early next year. The directors forecast 
that sales growth and enhanced operational efficiency should 
further boost profit. The share price has doubled this year. 
On a 3.5% historic dividend yield, it does not look cheap. 
But speculative interest, with Sino Land possibly bidding for 
the holding company Wing On Holdings, could Keep pushing 
up the price. 

Dickson Concepts, the brand-name watch, leather and 
jewellery retailer, has seen its share price climb 133% this 
year. Most of the gain has come in recent weeks. Dickson 
Concepts held a controversial post-crash rights issue last 
fear, and controlling shareholder Dickson Poon ignited 
more sparks this year with his plan to sell two privately held 
watch companies into the public vehicle. Results should soon 
be released for the year to 31 March 1988. The figures could 
show strong profit growth. 

Department store chain Sincere Co. has seen a 65% climb 
in its share price this year, despite a 21% fall in net profit in 
the six months to 31 August 1987. Operating margins are 
under pressure, and no dividend was paid. In April, Sincere 
paid HK$81 million to buy a Sydney office block. 

Shui Hing's share price has doubled this year, but the 
share still stands on a historic 6.5% dividend yield. A one for 
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Singapore stock ex 


four bonus issue was announced with the results to 31 March 
1988. In February, the department store and jewellery chain 
paid HK$44 million cash for an industrial site in Aberdeen. 

Jewellery chain Tse Sui Luen was listed last summer on a 
prospective 7.47 times earnings multiple. Earnings for the 
year to 31 March 1988 have not yet been released. But this 
company has distinguished itself with one post-listing place- 
ment of new shares, rumours of a second such placement, 
and a HK$270 million planned diversification into property. 

There are about half-a-dozen retail plays on the Stock Ex- 
change of Singapore. Department store C. K. Tang is among 
the purest. Its activities are confined almost exclusively to a 
narrow stretch of prime shopping frontage along Orchard 
and Scotts road. Crosby Securities’ Bruce Darrington puts 
Tang's p/e at 13 until March 1989 but warns that the shares 
are tightly held. A proposed rights issue should make acquis- 
ition easier in the future. 

Fellow department store operator Robinson & Co. is also 
fancied by analysts, even though it holds 25% of the publicly 
listed supermarket operator and dairy goods manufacturer, 
Cold Storage, which is thought to have limited growth poten- 
tial. Robinson also has major outlets on Orchard Road and is 
calculated to be trading at a prospective multiple of 12 until 
June 1989. Metro Holdings is another obvious choice, but the 
department stores for which it is famous now account for less 
than 50% of turnover, with popen development and con- 
struction making up much of the rest. Metro's 53% share in 
listed luxury goods retailer, Transmarco, is expected to ac- 
count for most of its growth but analysts still recommend the 
posa because of the greater liquidity. Metro is thought to 

e trading on a prospective multiple of 15. 

Japanese offshoot, Isetan (Singapore) Ltd has benefited 
ported a 10-fold improvement in oprana profit for the year 
ended November 1987. Analysts are a little wary of the com- 
pany, however, saying it is highly geared. 

Malaysia does not have any pure retail plays. However, 
Amalgamated Steel Mills (ASM) has moved into retailing 
with the acquisition of Yuyi Supermarket late in 1986 and the 
Emporium and Supermarket 
Both were under receivership. ASM also assembles and sells 
Suzuki motorcycles. Interim pre-tax profits for the six 
months ending 31 December, 1987 rose 35% to M$25.7 mil- 
lion (US$9.94 million). ASM is 30% owned by publicly listed 
Lion Corp. B 

Shoe manufacturer and retailer Bata (Malaysia) Bhd has 
astranglehold on a Agen nihe of the retail market. But 
shares are tightly held and paid-up capial is relatively small. 
The company is trading on a p/e of 23 at the moment and 
could be a buy now that it has decided to move into the 
wornen's footwear and accessories market. o 
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oldings group early this year. . 
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Election spending adds fuel to Thailand's booming economy 


A vote for more growth : 


By Paisal Sricharatchanya in Bangkok 
Corry spending in the lead-up 


to the 24 July election — variously | 
estimated to top Baht 3 billion (US$119 | 


million) — is expected to provide an 


extra boost to a booming Thai economy | 


whose performance this year has sur- 
passed expectations. 

Spending on the elections — coupled 
with the continuing strong economic 


growth — has forced analysts to revise | 


their 1988 GDP growth estimates to a 
range of 7.5-9%. Last year's growth is 
now believed to be a little higher than 
the 6.6% estimate of the Bank of Thai- 
land (BoT, the central bank). 

Thailand's economic boom is the re- 
sult of strong exports, influenced by 
continuing high foreign investment, as 
well as by strengthening commodity 
prices. During the first quarter of 1988, 
39% more Board of Investment (Bol)- 
promoted investments started up com- 
pared with the same period last year. 
The value of new applications jumped 
three-fold to Baht 114 billion worth of 
new projects. Construction areas in 
Bangkok expanded by 11496. The growth 
surge began last year in the private in- 
vestment, manufacturing, construction 
and manufactured-exports sectors. 

The net impact of campaign spend- 
ing, however, is a subject of debate. 
Siam Commercial Bank (SCB, the 
fourth largest) is the only institution to 
come up with a projection. It estimates 
that electoral spending will contribute 
an extra, inflation-adjusted 0.45% of 
GDP growth. 

The SCB now puts this year's eco- 
nomic growth at 7.6% , up from the 6.8% 
projected in the aftermath of last Oc- 
tober’s stockmarket crash. The Bangkok 
Bank, meanwhile, is revising its previ- 
ous 7% growth estimate, to a range of 
7.5-876. The most optimistic projection 
so far has come from the government's 
National Economic and Social Deve- 
lopment Board which has predicted that 
the economy will grow 9% this year. 

In the Thai electoral system, money 
is important. The election laws, barring 


- independent candidates, require that 


political parties must each field candi- 
dates numbering no less than half of the 
total seats in the House of Representa- 
tives — or at least 179 in an expanded 
357-seat chambef this time. This means 
only parties financially backed by in- 
terest groups are in a positi@n to contest 
the poll. 2 
Although the law is designed to pro- 
mote the party system, one of its direct 





parties that are bound by commercial 
interests. The leaders of the Democrat, 
Chart Thai and Social Action parties — 
the three largest parties in the previous 
coalition — are prominent figures hold- 
ing large stakes in a string of business 
ventures. 

In a barrage of criticism of politicians 
earlier this year, Gen. Chaovalit 
Yongchaiyut, the army com- 
mander and acting supreme com- 
mander, likened the parties to 
trading companies which invested 
heavily during election times in 
the hope of being able to recoup 
their investments after joining 
the subsequent government. 

This time around, one party 
promising a difference has 
emerged. The Palang Dharma 
(Force of Spiritual Justice) party 
led by popular Bangkok Gover- 
nor Chamlong Srimuang is mak- 
ing its electoral debut and has 
created a stir. A devout Bud- 
dhist, Chamlong has imposed a 
heavy dose of Buddhist morality 
on his party members — he has 
even barred Palang Dharma 
candidates from vote buying. 

The projected Baht 3 billion 
total electoral spending is calcu- 
lated on the estimated aggregate 
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spending by about 3,500 candidates. As 
of 10 June, a total of 17 parties were re- 


| gistered to contest the poll. Except for 


some of the larger parties, most are 
likely to field only the legal minimum of 
179 candidates. 

A senior economist at one local bank 
who follows the election trends clas- 
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The raw material of trading 


A flawed coal deal presages closer Taiwan-China contacts 


By Jonathan Moore in Taipei 


he Taiwan Government has re- 

jected a proposal by American in- 
dustrialist Armand Hammer to buy coal 
from mainland China, but in the pro- 
cess Taipei has signalled a possible 
shift in its policy towards trading with 
Peking. 

Local businessmen are slowly gain- 
ing support within top political circles 
for access to be allowed to cheap natural 
resources from China. The question 
now seems to be not whether Taiwan 
will allow imports of mainland raw ma- 
terials, but how soon and under what 
formula. 

Following a visit to Taipei by Ham- 
mer, Minister of Economic Affairs Lee 
Ta-hai said that no deals would be made 


consequences has been the creation of | before Taiwan’s overall policy on trade 
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with the mainland is changed. He said 
that such a revision is likely to be dis- 
cussed during the Kuomintang (KMT) 
13th party congress, to be held in July. 

The Executive Yuan, Taiwan’s 
cabinet, will have the final say on the 
matter. 

Hammer, the president and chief 
executive of Occidental Petroleum 
Corp., wanted to sell Taiwan US$500 
million of coal a year for 10 years in ex- 
change for Taiwan cement, which he 
would sell back to China. The coal 
would come from a joint-venture mine 
in Shansi province in northern China 
between Occidental and Chinese Com: 
panies. Hammer said he could sell the 
coal for US$34-36 a tonne, much 
cheaper than Australian or South Afri- 
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sified the candidates into 
three main groups: about 
1,200 serious contenders, 
each expected to spend 
about Baht 1-2 million in 
Bangkok or Baht 5-10 
million in upcountry pro- 
vinces; another 1,000 
first-time candidates who 
are testing the political 
waters and prepared to 
invest no more than Baht 
500,000, and a final batch 
of 1.300 candidates 
"hired" by the smaller 
arties just to meet the 
egal minimum require- 
ment. This last group may 
be paid Baht 10-20,000 
each, of which Baht 5,000 
is for the candidacy regis- 
tration fee. 
Each candidate is al- 
lowed by law to spend no 





more than Baht 350,000 
on campaigning. Although it is common 
knowledge that many candidates in past 
elections have overspent the limit sev- 
eral times, no one has been prosecuted 
recently, partly because of the difficulty 
in obtaining evidence. Simple cash 
handouts of Baht 50-100 per vote is a 
prevalent practice, especially in north- 
east Thailand where most people are 
poor and badly educated. 

The financial burden, coupled with 
the inability to find enough "qualified" 
candidates, forced the dissolution late 
last month of former prime minister 
Kriangsak Chomanan's small National 
Democracy Party. Kriangsak was re- 

rted as saying: "We could have en- 
isted any number of unqualified candi- 
dates to stand, but what's the use of 








can coal, which sells for US$42-46. 

Hammer, known for his close con- 
tacts with leaders in Peking and Mos- 
cow, had meetings with Taiwan's Prime 
Minister Yu Kuo-hwa and Lee, during a 
visit in early June. His offer was, how- 
ever, rejected on 8 June. 

At à press conference, Hammer said 
the premier had told him that the 
Taiwan Government was considering 
allowing indirect trade in raw materials 
from the mainland. "Premier Yu told 
me that there are changes taking place 
with regard to the possibility of the pur- 
chase of coal, oil and cotton from the 
mainland," he said. 


aiwan forbids direct trade with 

China, its sworn enemy since the 
KMT government fled the mainland in 
1949, It condones indirect trade, which 
must go via third territories such as 
Hongkong. But while Taiwan business- 
men have kept up pressure for allowing 
imports of raw materials from the main- 
land, the Taiwan Government has con- 
tinued to ban such goods. 
The reason, say the authorities, is 
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that? Another problem is that we don't 
have the money." 


S the bulk of vote-buying money 
is likely to be spent on consumption, 
most economists agree there will be lit- 
tle immediate productive spin-offs. 
Coming at a time when the food and 
real-estate sectors are recording strong 
price increases, it is expected to spur in- 
flation, now estimated at close to 5% 
compared with the previous 4% esti- 
mate. 

A stronger-than-expected perform- 
ance across the board this year has 
prompted concern about an overheated 
economy in the second half. Describing 
growth over the past five months as “in- 
credible,” BoT governor Kamchorn 


that a dependency on natural resources 
from China could subject Taiwan to the 
threat of political or economic pressure 
from Peking. 

Hammer said that under his contract 
Occidental would have guaranteed to 
supply Taiwan with US coal if the China 
coal were somehow cut off. This would 
offer Taiwan a way around the security- 
risk problem. 

Local businesses are hopeful for a 
big change in their government's trade 
policy at the K congress. "Of 
course, it pend on government pol- 
icy," said T. E. Huang, chief of coal pro- 
curement at Taiwan Cement Corp., one 
of the eight major cement companies 
whose presidents Hammer met. “There 
will be a change, maybe after July. [The 
government] seems willing to allow it,” 
he said. 

Taiwan worries about the political 
implication of trading, even indirectly, 
in raw materials from China. It would 
raise the level of contact between the 
two regimes to government-to-govern- 
ment level. Buying China’s coal means 
at some point buying from Peking. Simi- 
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Sathirakul said the cen- 
tral bank is closely 
monitoring developments 
to prepare for monetary- 
policy adjustments if 
needed. The BoT’s previ- 
ous 1988 growth estimate 
of 5.8-6.3% is due to be 
revised. A senior BoT 
planner suggested that 
the impact of the election- 
related spending had 
been overstated. 

The exports sector, 
aided by a strong surge in 
manufactures and a mini 
price boom of basic com- 
modities, has continued 
to be the star performer. 
Exports averaged 31.6% 
growth during January- 
April (compared with the 
same period in 1987). The 
stronger currencies of 
Asian newly industria- 
lised countries, have given a sharper 
competitive edge to Thai manufactured 
exports. Exports of footwear, for exam- 
ple, have increased by more than 80% 
since 1986 to Baht 8.6 billion last year 
and similar growth is expected this year. 

The political climate since the disso- 
lution of parliament on 29 April does not 
appear to have had any tangible reper- 
cussion on the conduct of business and 
investment. Although the current 
caretaker government is bound not to 
make important policy decisions, some 
leading industrialists expect a 15 June 
Bol meeting to finalise a hotly con- 
tested list of local and internation- 
al bidders for various projects in 
NPC-2, the second phase of Thailand's 
petrochemicals scheme. o 


larly, Taiwan Power Co. (Taipower), 
Taiwan’s state-run utility, would be the 
largest purchaser of the coal. 

Vice-Economics Minister Li Mo 
added that the third-party formula 
proposed by Hammer “might not be 
enough” of a buffer between the two 
governments, but did not specify an al- 
ternative. “The whole trade policy is 
under discussion now,” he said. 

Another possible revision of Tai- 
wan's mainland policy would be to 
allow Taiwan residents to invest in 
China through companies based in third 
territories, again like Hongkong. 

The Taiwan Government may be 


investigating possible trading oppor- . 


tunities for raw materials on its own. Se- 
cret negotiations are going on between a 
Taiwan trading company with close 
links to the Executive Yuan and China 
to import up to 200,008 tonnes of coal a 
year, The Asian Wall Street Journal re- 
ported on 69une. 

Li denied the report. “There is no 
such thing, or at least we know nothing 
about it," he told the Legislative Yuan, 
Taiwan's legislature. 
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The China syndrome 


Peking pours money into Hongkong — for its own benefit 


By Ellen Salem in Hongkong 
D the past two years, China has 
emerged as the major foreign in- 
vestor in Hongkong. Although Chinese 
holdings are shielded by myriad official 
and unofficial companies, the best esti- 
mates put investment through the 2,000 
or so companies with substantial 
Chinese backing at about US$10 billion 
— compared with US investment of 
about US$6 billion. 

For some, this investment is proof of 
China's commitment to the future of 
Hongkong. It is assumed that China will 
take up much of the slack as immigra- 
tion and the cashing in of investments by 


Hongkong Chinese ahead of the trans- | 


fer of sovereignty to China in 1997 take 
their toll. Thus, Chinese investment, it 
is argued, will contribute to "business as 
usual" up to 1997 and beyond. 

Others are less sanguine. Chinese in- 
vestment, they argue, is undermining 
the economic life of Hongkong. Lack of 
strategic business plans, poor manage- 
ment and corruption are seen to typify 
the Chinese operations. More invest- 
ment of this nature will hinder business 
and could destabilise the economy. 

Peking. it seems, has its own con- 
cerns about its investments in Hong- 
kong. An investigation is now under way 
by the Economic Department of Xinhua 
newsagency, at the request of the State 
Council, into allegations made by Chi- 


FINANCIAL TIMES 


— , 2 
v: "m 


i. 3 * 


Hongkong residential property: largest investor. 





nese People's Political Consultative Con- 
ference member from Hongkong, Xu 
Simin. Xualleged that certain of China's 
investments in Hongkong had harmed 
the local economy, while mainland 
staffers were corrupt and incompetent. 

But Peking had doubts about some 
of its investments in Hongkong well be- 
fore Xu sounded the alarm. In fact, the 
State Council had decided last Novem- 
ber to send a state auditor to Hongkong 
to assess the size of that overall invest- 
ment and to insure that corporate pro- 
fits did not end up in private pockets or 
being surreptiously invested in Japan- 
ese securities — à new and growing 
trend according to one source. 

Whatever the motivation of the au- 
ditors from China, they will have a hard 
time exercising their authority over the 
amorphous mass of companies that goes 
by the general heading of Chinese in- 
vestment. At least two recent efforts by 
Peking to check on and control its in- 
vestments failed. 

Last year, the China Resources Co. 
(CRC) group attempted to compile a 
list of Chinese-invested firms in Hong- 
kong. The project failed. The major 





stumbling block was the large group of 
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companies with links to Guangdong 
province that simply refused to talk to 
the CRC surveyors. According to one 
source: "When the heads of these com- 
panies realised that someone from CRC, 
was on the other end of the line, they 
simply slammed down the phone." 

Two years ago, a confidential direc- 
tive from Peking was circulated to all 
known Chinese companies in Hong- 
kong, ordering the repatriation of for- 
eign-exchange profits to the mainland. 
The directive was of no avail. In the 
same year, Hongkong's pro-Peking 
Wen Wei Po newspaper reported that 
the State Council was planning an over- 
all examination of Chinese businesses in 
Hongkong. with the intention of reduc- 
ing their number. Those remaining 
were to accept unified ugs plc by 
the responsible authorites of China in 
Hongkong. Judging from the prolifera- 
tion of mainland firms in Hongkong 
since then, this house-cleaning effort 
never came to pass. 


I: addition, the Xinhua newsagency, 
which analysts believe is charged with 
overseeing Peking's investments in 
Hongkong, claims it has no current list 
of Chinese firms in Hongkong nor does 
it know the amount invested in Hong- 
kong. It also suggested that compiling a 
list of Chinese-invested firms in Hong- 
kong would be unduly complicated 
since there are now so many different 
organisations in the territory. 

In view of Xinhua's inability to keep 
tabs on Chinese businesses in Hong- 
kong in the past, it is difficult to believe 
that Peking's latest effort to set up a 
watchdog group in Hongkong will meet 
with much success. 


Investing incognito 


The identification of many Chinese firms remains a problem 


he latest figures quoted by the 

Chinese puts total capital invest- 
ment of Chinese-funded enterprises in 
Hongkong at HK$60 billion (US$7.7 
billion). This is well below the — proba- 
bly more accurate — estimate of USS10- 
12 billion by intelligence, academic and 
business sources in Hongkong. 

Just where most of this is invested — 
be it US$7.7 million or US$10-12 billion 
— is also the subject of speculation. 
With few exceptions, Chinese-invested 
firms do not publish annual reports. Or 
if those annual reports exist, as with the 
sister banks in the Bank of China (BoC) 
group, the reports are consolidated with 
mainland operations and the Hongkong 
component cannot be identified, 

A second problem — as CRC and 
Xinhua themselves have discovered — 
is the identification of Chinese firms. 
The Hongkong Government's Eco- 
nomic Services Branch abandoned an 
attempt to put a figure on Chinese in- 


vestment in Hongkong several years 
ago, citing complexity and the myraid of 
shell companies as the reason. 

Figures on the capitalisation of 405 
companies with Chinese capital pub- 
lished in CERD Consultant's Directory 
of Companies with PRC Capital and a 
supplementary volume show a total 

aid-in capital of about HK$2 billion. 
ese directories have been compiled 
under the direction of Thomas Chan, a 
specialist in China's economy at the 
University of Hongkong. £ 

Included in this study were long-es- 
tablished Chinese companies like the 
BoC group (but not the BoC itself), 
CRC group, CMSN group, China 
Travel (Holdings) Co. and the Chu 
Kong So peng pap those owned by 
provincial and municipal govern- 
ments, Mofert, the central ministries 
and state departments and a very small 
miscellaneous group. In other words, 
the known capitalisation of what is pre- 














+ Chinese investment in Hongkong isa 
microcosm of the changes that have oc- 
curred in China since 1979. As China has 
liberalised its economic policies, Pe- 

. king's ability to assert its will in the pro- 
vinces has diminished. A similar pattern 
has occurred in Hongkong. 

As China's open-door policy, insti- 
tuted- in.1979, began to take hold, 
China's presence in Hongkong evolved 
from a small group of long-established 
state-controlled companies to a mixed 
bag of organisations representing na- 

tional, provincial, municipal, coopera- 
tive and private interests. This rapid, 
and often ill-conceived, expansion has 
resulted in a situation were some firms 
are ultimately responsible to the State 
Council, others to the Ministry of For- 
eign Relations and Trade (Mofert). A 
lethora of others are accounta- 
le — to varying degrees ranging from 
tight control to benign neglect — to a 
broad spectrum of national, provincial, 
municipal and local authorities. 

Another. and growing. group of 
companies is here totally without au- 
thority: their presence in Hongkong has 
not been approved by Mofert or by pro- 
vincial or even municipal authorities. 
Some are in Hongkong at the behest of 
their localities, while others represent 
cooperative or even private interests. 
These "illegals" are out to make money 
fast, either invest the profits in Hong- 
kong or abroad, or to use their earnings 
to purchase luxury products for their 
families and work units in China. 

A variant is the use of "shell com- 
anies." These are companies which 
ave been set up by Chinese entities — 

most often from Guangdong — for the 
sole purpose of winning joint-venture 


sumably the largest, and also most of the 
legitimate, Chinese businesses represents 
a mere 3% of the total investment figure 
accepted by Chinese economists at a 
recent seminar in Shenzhen. Addition- 
ally, the companies in four groups — 
BoC, CRC, CMSN and China Travel — 
account for more than 50% of the total 
capitalisation. 

An even larger portion of Chinese 
investment is believed to have been 
sunk into the property market. Analysts 
calculate that total investment in real es- 
tate by the major Chinese players is 
around HK$20 billion, which makes 
them the largest foreign investor in 


Hongkong property. Of the total, more | 
| the REVIEW that shortly after Black 


than HK$2 billion was invested in the 
first four months of this year. 

While much has been made of China 
being one of the major investors in the 
manufacturing sector, the investment is 
relatively small. The Hongkong Gov- 
ernment's industry department survey, 
Overseas Investment in Hongkong's 
Manufacturing Industries, 1987, is based 
on information submitted by 541 com- 
panies (out of 50.000 known manufac- 
turing establishments in Hongkong). 











MAJOR CHINESE- 
INVESTED 
GROUPS IN HONGKONG 


Source: US State Department & CERD Consultants. 


status for a local undertaking. Typi- 
cally, a business in China sets up a front 
company in Hongkong. The Hongkong 
shell then invests in China, technically 
as a foreign investor. As a result, the 
business in China is transformed into a 


According to the survey, China ranks 
third after the US and Japan. At the end 
of 1986, cumulative investment by 36 
Chinese-invested firms stood at HK$1.4 
billion, compared to investment by 134 
Japanese firms of HK$2 billion and 
HKS7.9 billion by 163 US firms. 


As amount of Chinese capital 
has also gone into the stockmarket. 
Analysts have suggested that prior to 
the October crash, Chinese-invested 
firms held around 10% or HK$54 billion 


of the market's total capitalisation. Al- | 


though Xinhua director Xu Jiatun said 
that "Chinese investors did not lose too 
much in the crash," several sources told 


Monday, a “very senior" banking offi- 
cial was in Hongkong berating the 
Chinese banks on their losses. 

Of the some 2,000 Chinese-invested 
companies which analysts say are in 
Hongkong, more than 750 have been 
identified by name. Added to this are 
up to 100 Chinese-invested firms in- 
volved in trade with Taiwan or South 
Korea which are loathe to admit their 
affiliations because of political sen- 








foreign-joint venture and is entitled to 
benefits denied local enterprises. 
Peking has maintained a degtee of 
authority over established institutions 
such as the Bank of China, China Inter- 
national Trust and Investment Corp. 
(Citic), CRC, and China” Merchants 
Steamship Navigation Corp. (CMSN). 
Major expansion plans or contro- 
versial moves, such as Citic's acquisi- 
tion of a small stake in Cathay Pacific 
Airlines, are approved at State Council: 


level. But there is a consensus that, ~ 


apart from major investment decisions 
and overall policy directives — which 
are ignored by all but the major groups 
— Peking exerts little control over most 
Chinese businesses in Hongkong. 


Continuing decentralisation of deci- 


sion making and administration will see 
this authority diminish further. At the 
same time, China has decided that 
Hongkong will become the linchpin and 
funding centre for its "gold coast" 
scheme to push export-oriented deve- 
lopment of its coastal provinces. This, 
coupled with the decentralisation of 
the many import-export firms, will re- 
sult in an influx of more Chinese firms. 
to Hongkong. i 
Staff of Tiete companies will bring: 


with them the business norms and ethics 


prevailing in China. The freedom from 
daily bureaucratic meddling and Hong- 
kong’s good infrastructure probably will 
bring out the best in the talented few. 
But unless China allows many of its best 
managers to move to Hongkong, the 
dearth of managerial skills within China 
makes it all but inevitable that the bulk 
of the influx will consist of the well-con- 
nected, many of whom are only margin- 
ally competent. 


—————————————— — Ó 


sitivities. But what of the other 1,000 or 
so Chinese companies? Analysts say 
they are either shell companies set up by 
the "legals" for investment purposes or 
unauthorised companies which are de- 
termined to keep their existence a secret 
from state, provincial or municipal au- 
thorities. The bulk of the latter's invest- 
ments, it is assumed, are in small trading 
firms and property. 

While the information on how much 
the Chinese have invested in Hongkong 
is far from adequate, there is a relatively 
clear picture of the sectors in which Pe- 
king firms operate. The CERD publica- 
tions and the Businessman's Guide to 
People's Republic of China Entities in 


Hongkong and Macau prepared by the . 


US Foreign Commerical Service, have 
together identified 753  Chinese-in- 
vested firms in Hongkong. Few of these 
are in manufacturing. again affirming 
that investment in fhanufacturing is 
fairly low. 

A breakelown of these 753 show that 
the Chinese have expanded from their 
base of down-market departmentstores, 
banks, a travel agency, trade and trans- 
port businesses and are playing an increas- 
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tions, enterprises from Guangdong pro- 
vince- predominate, followed by those 
from Fujian. 

Overall, Chinese firms have a near 
stranglehold on China trade, control- 
ling about 85% of the business, Chinese 
banks have the lion’s share of small, 
Hongkong dollar deposits — they are 
bankers to ordinary Hongkong work- 
ers. Many of these accounts are main- 
tained so that depositors can speculate 
in foreign currencies. Indeed, several 
bankers have remarked that many of 
the 265 Chinese-owned branch banks 
serve as “the poor man’s dealing 





ingly vital role. After national organisa- | 





lower end of the retail market. 


Until the “gold coast” scheme was | 


unveiled, most analysts assumed that 
future investment sanctioned by the 
higher authorities would stress training 


and technology transfer. At the same | 


time, China would become more in- 
volved in construction and infrastruc- 
ture projects and would try to duplicate 
in the insurance field what it has 
achieved with local depositors in the 
banking sector. It has also been 
suggested that Chinese firms will step in 
when local investment flags. For in- 









rooms.” The Chinese banks appear to | 


have adopted a strategy of pursuing the 





stance, in the absence of any local in; 
terest, a Chinese-owned food supplier is 
slated to take over Hongkong's public 
slaughter houses, which will be pri- 
vatised over the next five years. : 
Now, however, a new dimension has 
been added. Recent polity decisions in 
China say that Hongkong will become 
the staging area for export-oriented 
coastal development while becoming 
more integrated into the coastal econ- 
omy. This should result in a substantial 
increase in trading firms, since most 
coastal cities will be quick to see the ad- 
vantage of establishing Hongkong of- 
fices. — Ellen Salem 





Graft and greed 


Concern mounts over lack of management expertise 


(o non firms in Hongkong 
have become the target of a critical 
press. At the same time, a dearth of in- 
formation on these firms makes its im- 
possible to judge accurately the numer- 
ous charges of corruption, unauthorised 
foreign-exchange dealings, and running 
companies into the ground that have 
filled Hongkong's Chinese press in the 
wake of Xu Simin's accusations at the 
Chinese People's Political Consultative 
Conference. 

Most Hongkong residents have had 
dealings with a range of Chinese-in- 
vested enterprises in the territory. The 
consensus: most staff who come here 
from China are greedy and corrupt and 
know nothing about Hongkong busi- 
ness practices. Disillusioned, Hong- 
kong people say that the bulk of the 
cadres in Hongkong serve neither China 
nor Hongkong. Family ties and fear of 
retaliation, either to themselves or fam- 
ily in China, prevent most people from 
naming names. Even Xu, in his much- 
publicised comments, limited his 
examples of gross incompetence to a 
catalogue of bungles that are now his- 
tory. Perhaps he provided more up-to- 
date examples when he spoke to Pre- 
mier Li Peng privately. 

Given the lack of data on the per- 
formance of Chinese businesses in 
Hongkong, analysts must base their 
judgment on inadequate information. 

In the banking sector, for example, 
most annual reports are consolidated, 
and even the few that there are do not 
give the bare minimum of information. 


. Analysts say that Chinese banks hold 


the lion’s share of small local deposits 
and are, asa group, second only to the 
Hongkong Bank in terms of total de- 
posits. But what of the quality of the 
loan portfolio? Æl] that is known is that 
the Hongkong-Macau Regional Office 
of BoC has said that growth in loans 
and advances of the BoC group was 
2595 in 1986. Of these, loans to the 
local manufacturing sector grew by 
25% while loans to businesses re- 





lated to China increased by 5096. 
But no information on the quality of 
the loan portfolio is available. This is 
worrying to some because of the spot- 
ty disclosure of bad-debt provisions. 
Bankers have voiced a concern that 
Chinese banks in Hongkong might not 
receive sufficient backing from Peking 
in the event of heavy loan losses. 
Indeed, concern about the ability of 
Chinese businesses in Hongkong to 
stand on their own is not limited to the 
banking sector. Recent policy changes 
now make all enterprises responsible 
for their own profits and losses. 
Gleanings from the bits and pieces of 
financial information 
available indicate that 
Chinese firms are far 
more highly leveraged 
than other foreign com- 
panies in Hongkong. 
More importantly, they 
are able to get financ- 
ing — from both the 
Chinese banks and, 
surprisingly, from for- 
eign banks — regard- 
less of their perform- 
ance or liquidity, on the 
strength of their per- 
ceived China backing. 
Equally worrying to 
many is the calibre of 
staff. It is generally felt 
that senior staff at in- 





u: accusations. 








institutions. Overall, Chinese-invested 


| firms are believed to employ about 


4,000 Chinese expatriates. 

High-living cadres attached to the 
major Chinese firms have done little to 
dispell the image of the “corrupt cadre" 
that is now current in Hongkong. Senior 
staff in Hongkong appear to be treated 
as well, as expatriates working for mul- 
tinational companies. 

Staff assigned to work in Hongkong 
are given a salary rank by Xinhua. 
There appears to be no government 
guideline on salaries. To sweeten an al- 
ready generous package, cadres are 
paid a bonus on top of a salary that is 
calculated on a 12-15 month basis. 
In addition, rent, utilities, transport 
and entertainment expenses are paid 
with few, if any questions asked. 

On the other hand, many of the “il- 
legals" do not fare so 
well. While they have 
the freedom to operate 
as they choose, they also 
have the freedom to fail. 

While Hongkong 
Government officials 
voice concern that 
-Chinese ^ enterprises 
have not found a way to 
harmonise capitalist 
methods with Chinese 
ways, many in the local 
community feel that 
Chinese institutions op- 
erate without goals or 
strategic plans. The 
problem, say critics, is 
that Chinese firms have 
been involved in a 








stitutions such as Citic 
are up to local standards. But even at 
Citic, where 19 of 24 staff members sent 
from China — of a total Hongkong staff 
of over 100 — are college graduates, 
none are MBAs. 

Many of the personnel sent to staff 
Chinese enterprises in Hongkong have 
been granted this plumb posting be- 
cause of connections, not qualifications. 
This situation has become worse since 
1985, when the number of Chinese or- 
gans here began to proliferate. Chinese 
nationals account for 17% of the staff- 
ing of the 32 Chinese banking-sector 








— number of ill-advised 
transactions — such as an on-off hous- 
ing project by Everbright Holdings in 
the depths of Hongkong’s property 
slump in 1984 — which have de- 
stabilised the territory's economy. 

Other critics are more concerned 
with corruption and what they see as the 
importation of Chinese business prac- 
tices. Indeed, several people have re- 
marked that working with Chinese or- 
gans here has given them a taste of 
1997 and thus spurred them to make 
haste in getting an emigrant visa. 

—.Ellen Salem 
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China Petro-Chemical Corporation — 
- SINOPEC - 


Beijing, People's Republic of China 


US-$ 75,000,000 
Credit Facility 





Lead-Managed by 
Westdeutsche Landesbank 
Girozentrale 


Co-Managed by 


Bayerische Landesbank Deutsche Girozentrale. _ 
Girozentrale - Deutsche Kommunalbank = 


Industriekreditbank AG 
Deutsche Industriebank 
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There's a world of business opportunity 
in the U.S.A’s fifth largest state. 


1 Business has never been better in New Mexico. It may 
N ew Mexico. be the best place for your business and your family. 


* New Mexico's 14 institutions of higher learning produce a highly skilled, 
educated and stable labor force acclaimed nationally for its outstanding 
productivity. * A unique spirit of cooperation between private business and 
New Mexico's local and state governments has 
helped foster growth in new industries including 
biotechnology, advanced medical diagnostics, 
micro-optics and agribusiness. ¢ The Rio Grande 
Research Corridor stretches over 340 miles and 
is home for industries that make New Mexico 
a world-class leader in advanced science and 
technology development. ¢ New Mexico is rich 
in living history and multicultural experience. 
Santa Fe, the oldest capital in the U.S.A., is also 
recognized as a center for the arts. * From the 
Rocky Mountains to the Rio Grande River, New 
Mexico is a land of spectacular contrasts with a pleasant year-round climate 
and a broad spectrum of recreational activities, including 12 major ski areas 
and many fine golf courses. * Want to know more? Contact the State of 
New Mexico's Economic Development and Tourism Department. 


Fax (505) 827-0407 
NEWMEXIC USA Telex (TRT) 156 1239 NMECONDEVTOUR UT 


land of Enchantment Phone (505) 827-0349 
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MCALLEN: REYNOSA 


America s New Address for International Business 


Yorkshire and 
Humberside 


SUCCESS 
'88 


Yorkshire and Humberside is situated at the heart 
of Great Britain but with an east coast that faces 
the vast markets of the European Community. Within 
500 miles of the centre of this dynamic region lies a* 
population of over 150 million and within 1,000 miles, 















LOCATION 


© 8 miles north of the Texas/Mexico border 
* Over 2000 acres of industrial sites 








350 million. Yorkshire and Humberside offers the 
. LABOR — WAGES finest distribution point for national, European and 
9 Largest labor pool ® Most competitive international markets together with 
available on ° wage rates in a first class manufacturing base. 









US/Mexico border t the world 










For more information, contact Mike Allen, McAllen Economic 
Development Corporation, One Park Place; Suite 100, McAllen, 
Texas, U.S.A. 78503. Telephone (512) 682-2875. 


Yorkshire & Humberside Development Association 
Hong Kong Representative Office 












G.P.O. Box 525 Hong Kong 
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Mr Samuel J Atlee 

General Manager — Marketing & Sales 
. Far Eastern Economic Review 

GPO Box 160 Hong Kong 


Please send me without charge or obligation information on the Area Development advertisers 
checked below. Thank you. 


[J Jamaica National Investment Promotion Limited 

LJ McAllen Economic Development Corporation 

L] New Mexico's Economic Development and Tourism Department 
C] Yorkshire & Humberside Development Association 
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You Could Gather It Yourself 


The Recognized Authority Small Investment... Handsome Dividends 

Now in its 24th year the CHINA TRADE REPORT Start benefiting immediately from. the information- 
which is published monthly by the Review Publishing packed CHINA TRADE REPORT by subscribing 
Company Limited has long been recognized by lead- now. A small investment today may pay handsome 
ing business executives throughout the world as the dividends later in saved time, energy and money. 
most authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range | post this coupon today! 


Of Information CUIR Mansoer 
Pr ae ae i inni : irculati anag 
Covering subjects which range from foreign invest Review Publishing Company Limited, 


ment to fashion, electronics, telecommunication, G. P. O. Box 160, Hong Kong. 

gee d COH a Degceavone and to Tore Please enter my one year subscription (12 issues) for the 
dozens pi Bins THE -CETINA TRADE DEPO S CHINA TRADE REPORT. I enclose a cheque/money order - 
essential reading for anyone doing, or wishing to do, of made out to the Review Publishing Comp any 
business with China. Limited. Or, please charge my credit card (tick one): 

You Could Gather It Yourself American Express CI Diners Club C] 

You probably could get the same information on your MasterCard L] Visa CJ 

own but in order to locate what is contained in each (Please print in block letters) 

and every 16 foolscap page issue of CHINA TRADE Card No.: 
REPORT you'd have to read hundreds of publications, Exp. Date: 
not to mention have your own network of people re- 
porting from all the important zones in China. 

Why not subscribe noweand discover for yourself how 
the CHINA TRADE REPORT can help eliminate the 
mystery and much of the risk in doing business with 
China. 








Signature: 
Name: 
Address: 














Annual subscription rates: HK$2,575/US$330 
Sent airmail anywhere in the world. . . ROB23CTRAM 





ipm eda MM —À anum um e M MM vaa iM—— M — HÀ X —X 











cU EMEERCTEBR conn 


INVESTMENT 





Upswing in equity interest 


Foreigners and locals raise their stake in Malaysia's manufacturing 


By Nick Seaward in Kuala Lumpur 
Fre and domestic-equity invest- 
ment in the Malaysian manufactur- 
ing sector picked up markedly in the 
first four months of this year. Approved 
foreign-equity investments increased to 
:M$356.7 million (US$138.3 million), up 
nearly 60% compared with the same 
_ period in 1987. Meanwhile, local-equity 
investment increased by M$6.5 million 
to M$259 million (up 2.6% ), reversing a 
downward trend that began in mid- 
1985. 

The figures are the first indication 
that Malaysia has turned the corner in 
the crucial area of private investment. 
Minister of Trade and Industry Datin 
Paduka Rafidah Aziz said on 7 June she 
found the figures “encouraging.” “We 
are seeing positive signs that manufac- 


turing is indeed becoming the engine of | 


growth,” she said. 

Earlier this year, Bank Negara (the 
central bank) warned that the projected 
5.3% growth rate in GDP for 1988 
would depend on private investment, 
excluding oil and gas, reaching a target 
of M$10.6 billion. “Any shortfall of 
M$0.8-1 billion in private investment 
would reduce GDP growth by one-per- 
centage point," the bank said. 

The investment proposals show that 





this target might be reached. For Janu- 
ary-April, Rafidah said the Malaysian 
Industrial Development Authority 
(Mida) received applications for ap- 
proval of 255 manufacturing invest- 
ments worth a massive M$4.6 billion. 
Last year, applications for 109 projects 
worth M$805 million were submitted 
for the same four months. 

Rafidah conceded that the value of 
investments has been distorted by appli- 
cations associated with two huge pro- 
jects — the new M$1.08 billion Petronas 
refinery near Malacca and a M$1.05 bil- 
lion aluminium smelter (a hitherto un- 
announced foreign-local equity joint 
venture). But she added that the under- 
lying trend clearly showed that manu- 
facturing investment was increasing. 

The Mida figures are the first since 
late 1986 which give an accurate indica- 
tion of the investment trend over a 12- 
month period. In that year, the Malay- 
sian Government reduced the number 
of companies which were required to 
apply to Mida for approval under the In- 
dustrial Coordination Act (ICA). One 
result was that Mida's 1987 figures 
showed a 42.5% fall in private domestic 
investment in manufacturing (REVIEW, 
2] Jan.). 








Before the change in Octobér 1986, 
all companies with shareholders' funds 
in excess of M$1 million and employing 
50 workers had to get approval for any 
substantial new investment or increase 
in an existing investment. Since then, 
the ICA applied only to companies with 
shareholders’ funds of M$2.5 million or 
more and those with a workforce of at 
least 75 people. 

The 2.6% increase in domestically 
derived investments approved by Mida 
is of considerable importance; 1f the 
trend continues, it will indicate a return, 
albeit a very slow return, of local confi- 
dence in the economy. The Mida figures 
also suggest that foreign investment will 
outstrip local investment by some 40% 
this year, though this projection should 
be treated with some caution. 

Rafidah said most local-investment 
projects involve small- or medium-sized 
companies, and thus escaped Mida's at- 
tention. But most foreign companies 
coming to Malaysia exceed the M$2.5 
million limit and are therefore included 
in Mida's statistics, thus tending to 
exaggerate the discrepancy between 
foreign and local investment. 

In an attempt to gain à more accurate 

icture of the actual level of domestic 
investment, Rafidah said Mida two 
months ago had started to monitor in- 
vestments by companies below the 
M$2.5-million ICA exemption limit. In 
addition, Bank Negara has also started 
its own survey, the results of which will 
be used to help formulate government 
p to be announced in the October 

udget. (R) 


municipal authorities to award salary sul 
sate for the higher prices. Canton, Peki 
were quick to follow the government's. 
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ECONOMIES 


From Raj to rebellion 


By Lincoin Kaye in Amritsar and Lahore 
P mid-May, a nine-day siege by In- 
dian Army commandos and police 
cleared Amritsar's Golden Temple of 
armed Sikh secessionists. With 30 hard- 
core militants dead and more than 180 
captured, the *Khalistani" leadership 
was decimated. Yet terrorist killings in 
support of a Sikh homeland continue un» 
abated throughout Indian Punjab as a 
fresh crop of over-educated and under- 
employed youths rally to the separatist 
banner. 

Meanwhile, in Pakistani Punjab, 200 
km away, civilian-military tensions 
flared when townsmen roughed-up sol- 
diers accused of verbally affronting local 
women in a Rawalpindi bazaar. Venge- 








ful troops rampaged, prompting civi- 
lians to demand disciplinary action. The 
episode is rumoured to have been the last 
straw for General Zia-ul Haq, Pakis- 
tan's head of state, who summarily dis- 
missed the country's civilian govern- 
ment. 

In neither half of the partitioned 


former British colonial province of Pun- | 


jab has post-independence prosperity 
translated into social stability. In west — 
Pakistani — Punjab, income disparities 
widen and slumping Gulf economies can 
no longer absorb all the surplus labour 
created by the province's economic 
policies. In east — Indian — Punjab, 
over-concentration on agriculture has 


| left a shortage of industrial jobs, while 









the success of the “green revolution" has 
raised expectations unsustainably high, 
yielding the reservoir of frustration that 
feeds the “Khalistan” rebellion. 

Not that lofty self-esteem is by any 
means new to Punjab. As the highway of 
cultural and military invaders from the 
rest of Asia, the province has always 
shown a hybrid vigour unique in the In- 
dian Subcontinent. Martial and expan- 
sive, Punjabis under the 19th century 
Sikh ruler Ranjit Singh established their 
dominion from the Khyber Pass to 
Tibet. 

The “land of five rivers" (as the name 
Punjab translates) was the last major 
part of India to fall under British sway. 
When it did, colonial irrigation works 
turned the province from a desert 
dustbowl into the granary of the Raj. 
Primary credit for this agrarian miracle 
goes to Punjabi farmers, many of 
them immigrants from the eastern 

















. Separate 
Punjab would be the 
| richest in South 


Problems left by history 


Prosperity sows seeds of instability in the Punjabs 


Fo years after the Raj-era pro- 
vince of Punjab was divided between 
India and Pakistan, the two halves still 
resemble each other more than they do 
the rest of their respective countries. 

The people are sturdier and more ef- 
fusive, The fields are fat with grain. 
Canals shimmer between green em- 
bankments. The flat plains are broken 
only by orchards, eucalyptus tree and 
bulging haystacks. Even the dried cow 
dung (used for fuel) is shaped into 
generous loaves, rather than the skimpy 
patties seen elsewhere in the Subconti- 
nent. Urban back lanes hum with the 
noise of one-room factories. 

Statistics confirm the prosperity: 
east and west Punjab enjoy agricultural 
yields, industrial output and growth 
rates that are higher than their respec- 
tive national averages. In Pakistan, west 
Punjab’s advantage is said to be so wide 
— and so politically charged — that offi- 
cial figures tend to merge the province 
into nationwide aggregates so as not to 
highlight its affluence. 

Economists on both sides of the bor- 
der echo the same 
theme: if it were a 
nation, 








‘Asia, comfortably 
within the World 
Bank-defined mid- 
dle-income bracket, 
with a per capita in- 
come of well over 
USSS00. But the 
Punjab is neither a 
nation nor even an 





integrated province. Partition struck at 
the roots of its prosperity in a way that 
scarcely stunted growth, but poisoned 
the fruits. In neither Punjab has a boom- 
ing economy resulted in social stability. 

The decade-long Sikh terrorist agita- 
tion for an independent “Khalistan” is 
the most spectacular manifestation of 
Punjabi unrest. With only about 2.5% of 
India's population, east Punjab has 
been unable to muster much political 
clout in New Delhi. Other states have 
greater leverage over such vital central- 
government allocated resources as in- 
dustrial licences, public investment, 
river water and electric power. Militants 
charge that east Punjab has been denied 
policy influence commensurate with its 
economic importance. 

West Punjab, on the other hand, can 
scarcely complain of lack of influence. 
Since partition, the province has been at 
the centre of Pakistan's polity. And, since 
secession of Bangladesh, Punjabi domi- 
nance in Islamabad has been virtual- 
ly uncontested. Not only is west Pun- 
jab home to 56% of the Pakistan popu- 





CROP YIELDS IN EAST AND WEST PUNJAB 


Source: Ministry of Food, Pakistan and Expert Committee on Diversification of Agriculture. india. 


lation, but it also contributes most of the 
army’s strength — a factor to be rec- 
koned with in a country prone to mili- 
tary rule. 

As a result, west Punjab has been 
able to command an ample share of 
Pakistan’s development resources. So 
ample, in fact, that other provinces feel 
short-changed. Punjabi poet and oppo- 
sition politician Fakhr Zaman, frets 
that the world’s first independent “Pun- 
jabi desh” could just as easily emerge on 
Pakistan’s side of the border as on the 
Indian side. Not that secessionist senti- 
ment is rife in west Punjab itself. — 
rather, it is other Pakistani provinces 
that chafe under what they perceive as 
the yoke of a Punjab-dominated polity 


and economy. 
Internal factors also threaten west 
Punjab’s stability. The spreading 


“Kalashnikov culture” within the pro- 
vince also attests to the explosive poten- 
tial of its income disparities. Urban 
crime rates and campus gang fights are 
reportedly on the increase. Although 
non-ideological so far, the violence 
could gather momentum if the eco- 
nomic grievances of the poor remain un- 
resolved. 

And meeting them could become an 
increasingly daunting task. In a Pakis- 
tan Government ~ 
sponsored study, 
Lahore economist 
Akmal Hussain cal- 
culated that if 
mechanised agricul- 
ture continued to 
displace rural 
families at the cur- 
rent rate, to supply 
even minimal ser- 
vices — for the swell- 
ing. urban popula- 
tion wopld require 
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to the western parts of the province. 
At partition in 1947, descendents of 
the same farmers were forced to emi- 
_grate back. Once reinstalled in east Pun- 
jab, they proceeded to replicate the same 
miracle with the help of new canals and 
modern agrarian technology. West Pun- 
jab, too, enjoyed its own “green revolu- 
tion,” but with less spectacular results. 
However, the Pakistani half of Punjab 
far outstripped the Indian half in indus- 
trialisation, economic diversification 
; and export performance. 
These differences are partly the re- 
sult of divergent development strategies. 
Equally important, though, has been the 
relative economic, demographic and po- 
litical weight of the two Punjabs in their 
respective countries. West Punjab is un- 
questionably Pakistan's centre of grav- 
ity, while east Punjabis complain that 
they have been left at the margin of In- 
dian politics and industrial develop- 
ment. 

















more than two-and-a-half times Is- 
lamabad's projected development 
budget under current growth trends. 

In the times of the Raj, the army 
used to provide an outlet for surplus 
Punjabi labour. But in India, at least, 
recruitment diversification policies 
have reduced the Sikh presence on army 
rolls from an estimated 25% at indepen- 
dence to about 13% today. In west Pun- 
jab, guest-worker jobs in the Middle 
East have helped relieve the pressure of 
unemployment over the past decade. 
But now, flagging Gulf economies af- 
ford less of a safety valve. Muslim 
Punjabis returning from well-paid 
guest-worker stints in the Middle East 
may suffer from the same malaise as 
jobless Sikh farm boys across the bor- 
der: boom-time economic expectations 
that today’s Punjab, east or west, can no 
longer meet. 


D: the trauma of partition, 
each half of Punjab continued to 
flourish economically, thanks to the 
solid infrastructural base and the resili- 
ence of the Punjabi people. Neverthe- 
less, the growth pattern in each Punjab 
has been lopsided, due to the divergent 
circumstances and development stra- 
tegies of India and Pakistan. 

West Punjab got the lion's share of 
the assets: 7196 of the irrigated area, 
most of the road and rail system, 56% 
of the population and the capital city, 
Lahore, with its administrative estab- 
lishment, banks, schools and nascent 
industries. The abrupt rupture of Indo- 
Pakistani trade after the 1950 dispute 
over rupee parity left west Punjab cut 
off from the traditional markets for its 
wheat and its sources of consumer 
goods. The province turned more to 
exportable cash crops like cotton, 
while developing its own light indus- 











tries to substitute for imports. 

On the other hand, east Punjab — 
severed from its natural port and road 
and rail outlets in the Indus valley — 
found itself relegated to supplying rice 
and wheat for the rest of India. The 
state's lack of a national-level political 
cachet worked to its advantage in one 
crucial respect: east Punjab's landed- 
gentry class (unlike that of other north 
Indian states or, for that matter, Pakis- 
tan) could not exert any influence at the 
centre to forestall implementation of 
land reforms. 

So since the 1950s, the state has en- 
joyed perhaps the most even land-distri- 
bution in the Subcontinent. Plots of 10- 


25 acres are the norm. By turning its | 


peasants into owner-cultivators, east 
Punjab made best use of the one major 


resource it acquired in the partition | 


trade-off: human capital. 

In 1947, India regained millions of 
hardy pioneer farmers, whose fore- 
fathers a generation earlier had turn- 
ed desert tracts into the granary of 
the Raj in the original British-built 
canal colonies of west Punjab. Dispos- 
sessed from their farms in the 


Lyallpur-Montgomery area (now call- 
ed Faisalabad and Sarghoda in Pakis- 
tan), these refugees — mostly Sikhs — 
proceeded to replicate the same feat 
after irrigation was brought into the 
arid southern reaches of Indian Pun- 
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jab, where they were resettled. 

These “yeoman farmers,” (as state 
agriculture secretary Manohar Singh 
Gill calls them) turned out to be the 
shock troops of east Punjab's “green 
revolution." Given the right infrastruc- 
tural, marketing, educational and finan- 
cial support, Gill is convinced, the small- 
holders’ motivation and effort easily 
outweigh the large west Punjabi land- 
lords' supposed economies of scale. 

Naved Hamid, a professor at Lahore 
University's Graduate School of Man- 
agement, agrees: in his 1981 Stanford 
doctoral thesis, he compared agricul- 
tural production of east and west Punjab 
and found correlations between rapid 
growth rates and widely diffused opera- 
tional control of farmlands. 

Big landlords in west Punjab were 
quicker to adopt modern farming 
methods when they were first intro- 
duced to the Subcontinent, he found. 
But east Punjab's agricultural-output 


west Punjab's. Hamid feels this reflects 
the more widespread dissemination on 
the Indian side of the border of th 
"green revolution" gospel at the level of 
the actual farmer in the fields. 

Indian Punjab performed brilliantly 
and prospered in its assigned “bread- 
basket" role, but to the exclusion of 


c large-scale cash cropping and indus- 





= trialisation. 


At partition, the state 
j was left with no major cities of its 





growth rate caught up and overtook. 































own. Many of the larger Hindu banias 
(traders and money-lenders), after flee- 
ing west Punjab, simply bypassed the 
Indian state of Punjab. They settled in- 
stead in nearby New Delhi or the Hindi- 
speaking state of Haryana (which was 
carved out of the easternmost part of 
the Raj-era Punjab), bringing their 
money with them. 


E: Punjab also missed out on 
India's post-independence govern- 
ment-investment boom, due to New 
Delhi's reluctance to site massive pub- 
lic-sector plants in a militarily vulner- 


able frontier zone. Such private-sector* 


industrial plants as have managed to 
come up in Punjab have been mostly 
low-tech operations geared for heavily 
protected local markets. Even the lim- 
ited exports of the state have been 
largely countertrade deals with East- 
ern bloc countries (REVIEW, 5 Feb. 
"87). 

Without industrial diversification, 
job mobility in east Punjab is limited 
and career prospects are bleak for sons 
of farm families. After the agricultural 
boom years, youngsters will no longer 
settle for lower real earnings than their 
parents or for industrial jobs that they 
regard as demeaning. 

In fact, at the same time that Punjabi 
unemployment mounts, the state is im- 
porting guest workers from poorer In- 
dian states for menial jobs in its factories 
and farms. Hero Cycle, the world's 
largest bicycle maker and east Punjab's 








biggest manufacturer, employs at its 
Ludhiana factories only about 20% 
Punjabis, mostly in supervisory jobs, ac- 
cording to Suman Kant Munjal, one of 
the founding brothers of the group. At 
that rate of local labour absorption, east 
Punjab could turn into the Ruhr Valley 
of India without achieving full employ- 
ment. 

"Our graduates are not looking for 
factory jobs," explains outgoing vice- 
chancellor G. S. Bal of Guru Nanak 
Dev University in Amritsar, "nor even 
for jobs in big business. As for govern- 
ment service, it is neither available 
nor attractive anymore to young Sikhs. 
And Commonwealth countries [where 
many had moved] have now closed their 
doors" to Sikh emigration. 

But in the university's student-union 
cafeteria, young activists of the radical 
Gurjit faction of the All-India Sikh Stu- 
dents’ Federation (AISSF) profess un- 
concern. One says: “We can find plenty | 
of ways to employ ourselves in our own 
country without any help from Hindus- 
tan [the militants’ name for India]." 





Jobless jat (farming caste) Sikh youths 
are the shock 
troops of the 
Khalistan seces- 
sionists and un- 
employed gradu- 
ates — some with 
advanced degrees 
comprise the 
self-styled “com- 
manders.” Scores 








A of trips to west Punjab were 
enough to convince Sukhdev Singh, 
vice-chancellor of the (east) Punjab Ag- 
ricultral University (PAU), that the 
crops were not necessarily greener on 
the other side of the Indo-Pakistani 
fence. “The cultivation there is totally 
uneven," he says. "In one place, you 
have beautifully tended fields and right 
next to them, fallow land. Over feel 
east Punjab], practically every inch of 
land is cultivated up to the same stan- 
dard. From Wagha [on the border] all 
the way to New Delhi, it looks as though 
all the farms were under the same man- 
agement." 
The reason, he feels, is that in east 
. Punjab all the inputs — landholdings, 
farm machinery, irrigation water, seed, 
"| fertiliser, chemicals, agricultural credit 
- ind technical know-how — are pack- 
aged on a scale accessible to the best- 
motivated and nost efficient of produc- 
tion units: the individual farm-family. 
State-run distribution systems deliver 
these inputs to the farmer and bring his 
produce to market, assuring him a 
stable and remunerative price. Electri- 
city and metalled roads reach even re- 


Land-locked peasants 


Different farm models underlie tensions 








remote villages. 

In west Punjab, 
by contrast, barely 
a third of villages 
are electrified and 
sealed roads peter 
out not far from 
the trunk roads. 
Instead of east 
Punjab-style co- 
operatives, | most 
farm credit comes 
from the Agricul- 
tural Development Bank, and in de- | 
nominations that favour large land- 
holders. The imported tractors and 
combines bought with these loans are 
usually beyond the reach of a small 
farmer. 

On paper, west Punjab's land distri- 
bution has improved after three land re- 
forms in the 1960s and 1970s. But 
Akmal Hussain, chief economist of the 
Economic Policy Research Unit in La- 
hore, believes that most of the apparent 
break-up of large holdings has been a 
shell game with nominee ownerships. 
His 1978 field study in west Punjab re- 
vealed that operational control of land 
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of these youths were netted in last 
month's Golden Temple siege, but 
east Punjab's bleak job prospects en- 
sure that there will be no shortage of 
malcontents to take their place. 

Paradoxically, the unemployment 
problem is heightened by the same land 
reforms that motivated the state's 
“sreen-revolution” success. East Pun- 
jab's relatively even land distribution 
has led to a general rise in incomes for 
today's farm families, but might not be 
able to do so in the next generation, 
since farm plots are already too small to 
sub-divide much further to distribute 
among heirs. 

The social malaise of west Punjab 
stems from diametrically opposite 
causes. Nobody could accuse any of the 


| successive Pakistani administrations of 


over-enthusiastic land reforms or of 
earnings-equalisation policies. Outright 
feudalism remains in some places, and 
economists suspect (in the absence of 
solid statistics, especially at the provin- 
cial level) that income gaps are widen- 
ing. 
Sets an upbeat mood prevails. The 


CROP MIX OF THE TWO PUNJABS 





has grown more concentrated than ever 
in the hands of large, hereditary land- 
lords. 

Provided the large landlords take ad- 
vantage of their economies of scale tb 


| boost yields and profits, that need not 


depress productivity. But west Punjab's 
landed grandee, according to economist 
Viqar Ahmed, director of studies at the 
Pakistan Administrative Staff College 
in Lahore, is "not primarily an eco- 
nomic animal. He's politically status- 
conscious above gll" His influ- 
ence depends entirely on how many 
pe he can make dependent upon 
im. 


. 

















west Punjab economy is diversifying 
with a febrile intensity. Exports are on 
the rise — cash crops from the increas- 
ingly mechanised farms and light manu- 
factured goods from the sweatshops of 
the burgeoning cities. West Punjabi 
capitalists have had a run for their 
money in Pakistan ever since the 
nationalisations of the 1970s broke the 
oligopoly power of the previously do- 
minant “22 families” (which had mostly 
comprised Muslim refugees from north- 
ern India). 


Mi Punjabi business groups, like 
the Saigols and the Wazir Alis, 
invested not only in Punjab itself, but 
also in the industrial enclave around 
Karachi port. 

Now that Karachi is suffering from 
periodic strife, a greater proportion of 
new investment is likely to find its way 
back to west Punjab. Land prices are 
soaring in the new Chunniar industrial 
park near Lahore. By contrast, indus- 
trial capital flight from east Punjab has 
accelerated since the onset of Sikh ter- 
rorism in the early 1980s. 

West Punjab's bubble could burst, 
however. Gulf labour remains the pro- 
vince's key export, both for generating 
revenue and for absorbing surplus man- 
porer. Much hinges on how success- 

ully returning expatriates and their sav- 
ings can be reintegrated into west Pun- 
jab’s economy. Gulf remittances have 
helped prop up the free-spending Pakis- 
tani life-style. 





The dependency, nowadays, takes 
the form of wage-slavery rather than 
outright serfdom, Hussain explains. 
Tenants are evicted from the landlord’s 
core holdings and offered, instead, 
ownship of small plots at the n of 
the demesne. These smallholdings 
are inadequate to sustain a peasant 
family, but just remunerative enough 
to chain the former tenant to the 
locality. 


S: the landlord is left with a captive 
pool of wage labour to till his 
"owner-cultivated" fields. His land- 
holdings, though diminished in sheer 
acreage, are of better overall quality 
and more intensely cultivated than be- 
fore. And the dependency base of his 
political influence is as strong as ever. 

Despite this ever-present pool of 
cheap labour, landholders in recent 
years have been turning to mechanisa- 
tion and the fruits of research in the 
struggle to feed the semingly insatiable 
appetite for cotton of the export- 
oriented mills in Faisalabad. Yield- 
bosting seed technology and the ex- 
panding export market for Faisalabad 
cloth have combined to revolutionise 
west Punjab's cotton economy. 

Now the province hopes to replicate 
the same success in other crops. A 
dazzling array of research projects are 


FAR EASTERN ECONOMIC REVIEW e 23 JUNF 198A 











But perhaps now that the tide of 
Gulf-bound guest workers is starting to 
ebb, more of their earnings will bolster 
Pakistan's alarmingly low savings rate 
or find their way into small factories and 
shops to maintain income levels and 
take up some of the labour-market 
slack. 

Conspicuous consumption has made 
less headway on the Indian side of the 
border, if only because the urban 
centres are much less developed and im- 
ports more sharply restricted. East Pun- 
jab enjoys one of the highest savings 
rates in India, and deposit-hungry com- 
mercial banks continue to open new 
branches there, despite recurring ter- 
rorist hold-ups. Bank money piles up 
faster than it can be loaned out in East 
Punjab, and the credit-to-deposit ratio 
of commercial banks there has averaged 
only about 40% — a figure often cited in 
the Sikh separatists’ charter of eco- 
nomic grievances. 

Each Punjab needs a little of what 
the other has — market stability and so- 
cial equity for west Punjab, a more di- 
versified and open economy for the 
east. 

Observers on 
both sides of the 
border concede 
that expanded 
Indo-Pakistani eco- 
nomic ties could 
help each Punjab 
redress its struc- 
tural imbalances. 


under way: yet 
higher yielding cot- 
ton varieties, im- 
proved strains of 
sugar cane, a new 
type of basmati 
rice which produces 
three times more 
than traditional 
varieties. With the 
improvement in the 
yields of exportable 
basmati, the crop 
becomes more re- 
munerative — than 
domestically con- 
sumed iri rice. Mid- 
dle Eastern mar- 
kets can absorb as much basmati 
as west Punjab can produce, along 
with much of die province's 
fruits. 

The research accent in east Punjab is 
less on varieties than on farming prac- 
tices. Even mechanisation is getting a 
second look there. Last year, an in- 
creasing number of farmers spurned 
combine harvesting in favour of a 
PAU-designed tractor-mounted har- 
vester. 

The efficacy of PAU's resource-con- 
serving methods is attested to by the 
state’s yield-per-acre figures, which sur- 
pass west Punjab’s in crop after crop. 











No province of the Raj. lost more in 
partition than Punjab, and none 
Stands more to gain by putting the 
eee back together, even if only in a 
imited, economic sense. 

East Punjab, currently stranded at 
the edge of India's road and rail net- 
work, could once again export economi- 
cally through its natural harbour outlet 
— Karachi — as it did in pre-partition 
days. With access to lucrative Middle 
Eastern markets, farmers in east Punjab 
could more readily diversify into higher- 
value fruit and vegetable crops. Indus- 
trial investment, too, could pick up if 
«anxieties could be laid to rest about bor- 
der tensions and alleged Pakistan-back- 
ed Sikh terrorism. 

For west Punjab, economic detente 
with India would mean renewed access 
to its traditional markets and raw-mate- 
rial supplies. And a reduction in Indo- 
Pakistani sabre-rattling could only hel 
the "civilianisation" of Pakistani poli- 
tics, which in turn holds out the best 
en for more open-handed welfare 
policies and a more equitable income 


distribution. — Lincoln Kaye 


West Punjab farmers: wage-slavery rather than serfdom. 


But farming on a tight timetable, farm- 
ers in Indian Punjab have even less 
flexibility in their periodic labour re- 
quirements than do their Pakistani 
counterparts. The state draws farm la- . 
bour from all over northern India by 
paying the highest agricultural wage in 
the nation — a cost which is accelerating 
as workers demand a risk premium for 
venturing into terroristeerritory. 
Despite its efficient methods, the 
cropping pattern remains over-concen- 
trated in staple grains — rice and wheat. 
To diversify into higher value-added 
crops like fruits and vegetables, east 
Punjab needs to tap foreign mar- 





kets. Hénce the long-stalled proposal to 
establish Amritsar as an airfreight “dry 
port,” with its own facilities for cus- 
toms, international banking and insur- 
ance. 

Export promotion also is the rational 
behind the Rs 200 million (US$14.81 
million) joint venture between state- 
owned Punjab Agro-Industries Corp., 
the private-sector Tata group and US- 
owned Pepsico. The venture would ex- 
port Rs 2 billion worth of fruit-juice con- 
centrate over 10 years, absorbing 25% 
of east Punjab’s fruit production. These 
exports would comprise half the ven- 
ture’s turnover. 

The other half would come equally 
from potato chips (for which Pepsico 
would introduce its own improved 
potato varieties to be grown in Punjab) 
and cola drinks (which would be mar- 
keted under a local brand name, rather 
than the Pepsi logo). The multina- 
tional's equity in the venture would be 
limited to 40%, as required by Indian 
foreign-exchange regulations. And Rs 
100 million would be invested in setting 
up an agricultural research centre in 
coordination with PAU. 


Diety or indirectly, the venture 
would generate about 50,000 jobs in 
the estimate of former state agriculture 
minister Amrinder Singh, a member of 
the Akali Party government which was 
sacked a year ago when New Delhi took 
over direct rule of the state. 
Yet the proposal has been stalled for 
nearly three years, Singh notes, while 
politicians at the centre “twaddle” on 
about Pepsico’s purported CIA links — 
a prime example, he feels, of New 
Delhi's insensitivity to east Punjab's 
needs. 
Another example, he adds, is the al- 
location last year by a central govern- 
ment commission of waters from east 
Punjab's three main rivers. The state 
was awarded only 5 million acre ft (maf) 
of water, with the bulk of the rivers’ 18 
maf average yearly flow going to the 
neighbouring states of Rajasthan and 
Haryana. As canal systems to siphon off 
water to the neighbouring states are not 
yet complete, east Punjab will actually 
get 12.6 maf of river water a year. This, 
together with an average rainfall, is 
barely enough to satisfy the state's 
rid irrigation requirement of 52 
maf. 
But rainfall is highly variable, and 
groundwater availability is declining 
.along with the state's sinking water 
table. So when the Rajasthan and 
Haryana canal systems are complete 
And the neighbouring states claim their 
share of river water under the commis- 
sion settlement, Bunjab will face a water 
crisis. The canal-fed districts in the 
south of the state have been the most 
stable amid the turmoil that has rocked 
the rest of east Punjab. If the canals run 
dry, unrest could spread southwards, 
Singh warns. — Lincoln Kaye 


Down on the farm 


West Punjab goes to town, while the east goes into reverse 


A: soon as Sayyed Wazir Ali had es- 
tablished his trading fortune and in- 
stalled his sons in Lahore’s prestigious 
Aitchinson College, he bought 1,000 
acres outside the town. Not that he had 
any interest in farming, but in the Pun- 
jab of the 1920s a Sayyed — a lineal de- 
scendant of the Prophet Mohammed — 
had to have an estate to show he had 
“arrived.” 

Now it is different. Business has be- 
come the hottest game. Wazir Ali's sons 
have built up one of Pakistan's biggest 
industrial groups, centred around their 
packaging plant in Lahore. And his 
many daughters have married scions of 
the most eminent landed Sayyed 
families, several of whom have their 
own businesses. 

A key to the Wazir Ali group’s suc- 
cess, says Sayyed Babar Ali (a son of the 
founder), was its line of business — 
packaging is crucial to consumer pro- 
ducts. Pakistan's post- 
Partition business has 
been led by consumer 
industries that sprang 
up to substitute for 
the light manufactures 
which used to come 
from other parts of Raj- 
era India. 

Upper-caste Sayyeds 
are not the only ones to 
have cashed in on this 
bonanza. The main be- 
neficiaries have been 
the — once-subservient 
Kamis (Muslim artisan 
classes). The Punjabi 
town of Chiniot, once 
mainly made up of 
leather workers, has be- 
come famous for its en- 
trepreneurs. And even 





A Punjabi artisan at work. 


boom of the past year on the Lahore” 
stock exchange. e 

Optimism permeates into the coun- 
tryside as well. Indian management 
guru Prakash Tandon remembers 
Kamis plying their trades in the narrow 
lanes of his native town of Gujrat, about 
100 km from Lahore. Today, Tandon 
would hardly recognise the place (which 
he has not been able to visit since 1947). 
The walled, medieval city has been all 
but swallowed up by the sprawl of fac- 
tories and suburban bungalows. Gujrat 
has become a main manufacturing 
centre for furniture and electric fans. 

Even the local Jats and Gujars, the 
once-dominant agricultural castes of the 
district, have found it more profitable to 
turn to industry. “It’s getting to be that 
nobody around here bothers to farm 
anymore,” said synthetic-carpet manu- 
facturer Chaudhuri Nayyer Hussain, 
whose Jat family owns 200 acres that 
they leave virtually un- 
tended. “About the 
only use for farmland 
these days is as loan col- 
lateral," he said. 

Farms have given 
way to factories along 
the 200-km industrial 
corridor that stretches 
from Lahore through 
Gujranwalla and Gujrat 
to Sialkot on the Indian 
border. Besides carpets, 
furniture and fans, the 
zone makes crockery, 
cutlery, footwear, 
sporting goods and sur- 
gical instruments. 

There is no such in- 
dustrial hum in the east 
Punjab districts across 
the border in India. 





the province’s former 
chief minister, steel magnate Mian 
Nawaz Sharif who was sacked by Presi- 
dent Zia-ul Haq, along with other pro- 
vincial leaders, on 29 May, comes from 
a Lohar (ironmonger) background. 

“It used to be that only big landlords 
could command enough patronage to 
build a political base,” said a Lahore 
academic. “Mian Nawaz proves that in- 
dustry can now even conceivably serve 
as a launchpad for the prime minister- 
ship.” The 10-fold appreciation in re- 
cent years in Punjabi industrial land 
values, such as in Chunniar, the new in- 
dustrial estate outside Lahore, has 
given industrialists the assets to com- 
mand considerable loyalty, he added. 

Mian Nawaz’ brother, Shabaz 
Sharif, who runs the family business in- 
terests, sees nothing unusual in the bur- 
geoning cost of plant sites. It reflects 
business confidence in Punjab’s indus- 
trial prospects, he feels, as does the 


Even agriculture is de- 
pressed. Young men lounge in tea stalls 
in the border town of Attari with no- 
thing to do but watch the heavily armed 
police patrol the street. 

New Delhi has long used east Pun- 
jab’s border-area location to justify 
withholding public-sector industrial in- 
vestments and licences for large private 

lants in the state. Major businesses 

ave shied away from east Punjab, any- 
way. They prefer to be nearer raw-ma- 
terial sources and major urban markets? 
despite national "freight equalisation" 
policies designed to offset the transport 
disadvantages of outlying regions. 

Nor has east Punjab sought industry 
as eagerly as other Indian states, at least 
in the early years of independence. 
With 5.5 million Jat Sikh refugees to re- 
settle, Punjabi leaders reasoned that ag- 
riculture had to take priority. 

But east Punjab has not been entirely 
lacking in industrial development. By 
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he 1970s, in the wake of the Green 
evolution, the state notched up the 
highest industrial growth rate in India 
- (8.896), though gains were mainly 
centred in a few low-tech traditional in- 




















| dustries, such as bicycle parts and other | 


(light engineering. Ludhiana became a | | 4 
4$ centre for cotton and woollen fabrics, 


garments and hosiery, mainly for 
counter-trade with the Soviet Union. 
These two sectors account for 76% of 
| the state's index of industrial produc- 
tion (excluding power generation). 


gro-industries account for another 

20%. This share is lower than it 
should be due to east Punjab's "exces- 
sive stress" on food grains at the ex- 
pense of cash crops, said T. K. Bhaumil, 
chief economist of the Punjab-Haryana- 
Delhi Chamber of Commerce. 
. Still, industry accounts for only 
about 11% of the state's domestic pro- 
duct — barely two-thirds of the national 
average and well shy of east Punjab's 
own level in the mid-1960s, before ag- 
riculture reached its full momentum. 
And in the 1980s, the industry-agricul- 
ture gap is widening again, with primary 
output once. more outstripping that of 
the secondary and tertiary sectors. 

Such industrialisation as east Punjab 
has achieved has been mostly small- 
scale, which requires no central govern- 
ment licences. Unregistered units pro- 











duce nearly half the state's industrial 
output. The proliferation of labour-in- 
tensive small-scale factories made for a 
compounded-growth rate of 5.876 in in- 
dustrial employment throughout the 
1970s. But during the first half of the 
1980s, this rate slackened to 2.796, 
while east Punjab's official jobless rolls 
grew at a rate of 7.4% a year. 

Security qualms must account for 
part ofthe industrial slow-down. Buyers 
from outside the state now think twice 
before placing orders and advancing 
payment in east Punjab. Demand vol- 
atility has also plagued the main export 
item, hosiery, hostage as it is to Mos- 
cow's fickle centralised decision-mak- 
ing process. Some businessmen are 
keen to disinvest in east Punjab — news- 
papers' classified advertisements daily 
offer to sell or swap shops and factories 
in the state. Even those who stay on, 
such as the Hero Cycle group of 
Ludhiana, channel their new invest- 
ment elsewhere. The group's motor- 
cycle joint venture with Honda was set up 
in neighbouring Haryana, allegedly at 
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] the insistence of its Japanese partners. 


But, beyond law-and-order jitters, 
Punjab industry is beset with deep struc- 
tural problems, according to state in- 
dustry secretary A. S. Chatha. Chief 
among them is over-concentration in à 
handful of down-stream, low-tech; 
To raise east 
Punjab from this rut, state and central 
government financial institutions have 
pumped in nearly Rs 3.7 billion 
(US$272 million) of investment in the. - 
past three years. 


Major new plants include the rail- qs 


way-car factory in Ludhiana. Planned is’. 
a Rs 20 billion petro-chemical complex, 

Chatha said. Other priority sectors for - 
development include pharmaceuticals, — 


electronics, computers, telecommuüuni- | 


cations and cars. 

Chatha said that to assist the state, a 
package of incentives must be offered to 
the big firms that come under India's 
monopoly and foreign-exchange regula- 
tions. They have to be given expansion 
licences in Punjab without the usual 
attendant export requirements. The 
whole state should be given "special re- 
gion" status, he said. 

“It’s still somewhat too ‘special’ for 
me," comments a New Delhi indus- . 
trialist. “Whatever incentive package: . 
they're planning, it's almost certain to 
be rather too little and far too late." : 

— Lincoln Kaye 
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China threatened by Japan’s 
old pollution strategies 


J apan’s economic growth plan in the 
1950s and 1960s was typical of a 
“get dirty, then clean up” development 
strategy. Many national leaders, 
economists and industrialists have ad- 
vocated this pattern of economic deve- 
lopment for industrialising countries- 
and the Japanese case is often cited as a 
model. China’s emulation of this get- 
dirty model, however, could be particu- 
larly dangerous. 

apanese economists are quick to 
point out that pollution control pro- 
gressed quickly in Japan once the coun- 
try had achieved a threshold level of 
economic development. “Whena country 
gets rich enough, it can afford pollution 
control,” says K. Hougen, the former 
head of international development fi- 
nance for Japan’s Finance Ministry. 

Hbugen is typical of many Japanese 
who feel proud of Japan’s economic 
achievements, As a student in the 


1950s, he remembers outdoor painting 
classes with black smoke fouling the 
skies in the Tokyo area and 
water gushing through the Tama 


urple 
iver. 
At the time Japan was in a mad dash for 
industrial growth. Now, the skies in 
Tokyo are quite clean, pollution con- 
trols are among the strictest in the 
world, and salmon are even swimming 
back up the Tama River — though they 
remain too contaminated to eat. 

But two objections can be raised to 
the get-dirty strategy. First, it ignores 
the enormous advances in pollution- 
control technology that have been made 
over the past 20-30 years. Second, it is 
wrong to assume that such a develop- 
ment model can be applied to any coun- 
try regardless of geography. 

Pollution-control technology has im- 
proved dramatically since the 1950s 
when Japan was dumping cadmium and 
mercury into the atmosphere, rivers and 
seas. Even if Japan had wanted to invest 
in some of the pollution controls it now 
regularly employs, it could not have 
bought them in the 1950s. And when 
thev first appeared in the 1960s and 
1970s, their average cost was far higher. 

The availability of newer, cheaper 
. technologies means that the extra bur- 
den of investing in pollution-control 
technologies is much lighter than in the 

950s. It is like the mountain climber 
who can now use modern lightweight 
aluminium alloyeclimbing gear or nylon 
tents instead of canvas. Clearly, eco- 
nomic advisers who think pollution- 
control technology is too expensive 
have not caught up with the latest deve- 
lopments. 


Geographically, Japan was also 





much better placed to employ the get- 
dirty development strategy. The Japan- 
ese islands are narrow and polluted air is 
quickly blown offshore. Contaminated 
water in the mountains of Japan flows 
out to the ocean in a few days. The 
country has a unique capacity to cleanse 
itself. People call this a "quick-clean" 
geography. Perhaps only New Zealand 
and Britain share similarly short air- and 
water-retention times. 

A further objection, neither techni- 
cal nor geographical, is political and so- 
cial. The people in Japan who consi- 
dered the get-dirty model of develop- 
ment a success were not the thousands 
who died or were 
maimed by Japan's 
foul encounters with 
pollution, such as the 
Minimata victims of 
mercury PONE in 
the early 1970s. Pro- 
voked by the fear of 
further scandals, Ja- 
panese citizens pro- 
tested en masse, effec- 
tively halting a host of 
industrial projects. 
Such political upheaval 
could shatter a less 
stable, developing 
country. 

It is true that the 
cities of Japan are 
cleaner now than they 
were 20 years ago at the 
height of the industrial 
boom. But many prob- 
lems remain to be sol- 
ved. Municipal en- 
gineers in Japan do not know what to do 
with their mountains of accumulating 
rubbish. One proposal is to build dams in 
the mountains of the Kyoto region and 
dump waste behind them. But chemicals 
may leach into the groundwater, con- 
taminating well-water for cities and sake 
companies alike. 

In China, planners look to the Japan- 
ese model of development. If Japan was 
so successful, what could possibly be 
wrong with it? But picture, for a mo- 
ment, China's vast continental geo- 
graphy stretching over 9.6 million km?. 
Prevailing winds tend to confine the pol- 
luted air to the interior of the country. 

Contaminated water also stays 
within China. Instead of flowing 
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straight into the sea, much of China's 
water stays in ponds and lakes and fil- 
ters slowly into the groundwater. After 
two months, the pollution from the ag- 
riculture, steel, and chemical industries 
reaches the regional groundwater 
source. And, after two years, a city finds 
its water supply is contaminated. Once a 
groundwater aquifer is polluted, it is al- 
most impossible to clean up. A water 
supply that may have been used for the 
past 2,000 years can be destroyed in a 
decade. Proponents of a “get dirty, then 
clean up" development strategy in 
China are, in fact, advocating a "get 
dirty and stay dirty" strategy. 

China's problem is that industrial 
planners are (pn ue Even if they want 
to invest in pollution-control equip- . 
ment, they often cannot. It is a classic 
case of how macroeconomic planning 
does not permeate to the level where 
decisions make a differ- 
ence. 

Economists have 
shown that the aggre- 
gate costs of investment 
in pollution-control 
technology will not im- 

ede economic deve- 
opment because the 
negative impact of un- 
controlled pollution re- 
stricts growth. In other 
words, economic sur- 
lus is not threatened 
y prudent investment 
in — pollution-control 
technologies, even in 
developing countries. 
Many economic plan- 
ners, however, fail to 
recognise this. Even 
worse, individual in- 
vestment decisions are 
often taken with com- 
plete disregard for their 
macroeconomic consequences. 

For example, power-plant planners 
in China are faced with construction 


| targets that far exceed their available 


capital. Planners cannot hope to invest 
in pollution control if they cannot meet 
targets with the available capital. So 
without strict and effective guidelines, 
they will never invest in pollution-con- 
trol technology. 

In other words, the individual plan- 
ner's investment decision bears little re- 
lation to the larger macroeconomic corr 
dition. And in a narrow sense, the plan- 
ner is right. The first or the fifth plant 
causes only a minor problem. But the 
81st plant, together with all the others, 
can wreck the environment and put a 
stranglehold on economic develop- 
ment. It is clear that planners meeting 
industrial targets lack the  micro- 
economic incentives to make the neces- 
sary pollution-control investment, even 
though from a macroeconomic view- 
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point such investment does not mean 
et development has to be sacrific- 
ed. 

Although China lacks a quick-clean 
geography like Japan and its planning 
system works against environmentally 
sound industrial planning, technology 
has changed to its advantage. Peking 
could invest in new technologies which 
make pat moa control cheaper and 
more effective than it was 20 years ago. 

Most economic planners in China 
fail to think ahead about the harmful 
impact of their development strategies. 
If the economic planners fail to think 
about the effects, and the industrial 
planners have no microeconomic incen- 
tives to spend money on pollution con- 
trol, then what organisation or legal 
structure could stimulate the necessary 
investment? 

China’s environmental laws are in 
their infancy. The Air Pollution Control 
Act, the country’s first major air-pollu- 
tion law, is due to be enacted this year. 
Legal processes are weak and China 
does not have environmental litigation 
to buttress its environmental laws. 

One path would be to ensure that 
overseas investment, either direct plant 
investment or project loans, are guided 
or constrained in such a way so 
as to incorporate pollution-control 
technologies. The financing stage in 


é Proponents of a ‘get dirty, then 
clean up' development strategy 


in China are, in fact, advocating 
a ‘get dirty and stay dirty’ 
strategy. 9 





project investment appears to be a criti- 
cal point where commercial and deve- 
lopment banks can assist developing 
countries in making environmentally 
sound investments. The World Bank's 
new division for the environment has 
recognised the need to consider en- 
vironmental repercussions of project in- 
vestment. Whether commercial banks 
can follow suit remains to be seen. 

The ambitious pursuit of the get 
dirty, then clean up industrial develop- 
ment path could result in a get dirty and 
stay dirty strategy. The Chinese have al- 
ways been optimistic about their future, 
But too rosy a view of industrialisation 
may be a vice that blinds them from no- 
ticing the harmful effects of their deve- 
lopment plans. 

* The redeeming feature of Japan's ex- 
perience is that it developed some of the 
finest pollution-control technologies 
available. Technological advances have 
now ensured that pollution control is 
economically viable. If planners, bank- 
ers and industrialists incorporate pol- 
lution control into their plans and in- 
vestments in developing countries, a 
cleaner path to industrialisation could 
supplant the out-dated get-dirty stra- 
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COMPANIES 


By Michael Westlake in Hongkong 


Th threat of a major row breaking 
out over the HKS4.76 billion 
(US$610 million), eight-year liquor and 
tobacco sales franchise at Hongkong's 
Kai Tak International Airport appears 
to have receded. Duty Free Shoppers 
International (DFS). the company 
which lost the franchise to mainland 
Chinese-backed company Kiu Fat In- 
vestment Corp. last year, said this 
month it was discussing a deal in which it 
would manage the airport concessions. 

For weeks, Kiu Fat has been 
rumoured to be losing up to HK$19 mil- 
lion a month at the airport because its 
winning franchise bid was thought to be 
far too high. Both companies and the 

overnment departments involved, 
owever, have maintained an almost 
total silence on the entire subject. 

The 7 June announcement by DFS 
hinted strongly that the company was 
helping Kiu Fat out of a huge mess, and 
saving China's face by preventing an in- 
experienced mainland-backed company 
going broke in the territory's tough 
commercial environment. 

But, in fact, it was steps taken by 
DFS after it lost the lucrative franchises 
last year that caused problems for Kiu 
Fat. DFS, which has huge purchasin 
power by virtue of its more than 1 
stores in about 10 countries. began sell- 
ing special packages of liquor at com- 
petitive prices in its Kowloon stores. It 
delivered the purchases to the airport so 
Cus gage could check them in in- 
stead of hand-carrying from Kiu Fat's 
stores in the departure lounge. 

The result was a scream of outrage 
from Kiu Fat over the customers it was 
losing to DFS. There were also uncon- 
firmed reports that the company's main- 
land investors wanted Peking to use its 
leverage to help stop what they saw as 
an undercutting of Kiu Fat's franchise. 

The DFS tactic, however, was per- 
fectly legal. Duty had been paid on the 
liquor it sold at its downtown stores, and 
if the prices were competitive this was 
because DFS' purchasing power ena- 
bled it to obtain low wholesale prices 
from manufacturers. 

Under the management contract 
now being discussed, DFS will abandon 
this undercutting move and help shore 
up airport sales. The fact that DFS is be- 
coming involved again means that there 
must be enough money in such a deal for 
both companies to make a profit. The 
whole episode suggests that DFS' origi- 
nal arguments about Kiu Fat overbid- 
ding for the franchise may have been in- 
correct and that Kiu Fat's estimates of 
potential revenue from growing num- 









Compromise over concessions 


A Hongkong duty free franchise changes management, again 
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DFS shop: silence over dispute. 






bers of tourists may have been closer to 
the mark. 

The franchises require the holder to 
pay the government the difference be- 
tween a guaranteed sum, estimated at 
the start of the franchise, and the “ac- 
tual royalty” calculated from sales of 
pe qa (40%), cigarettes (25%) and 
other tobacco (10% ), Kiu Fat's guaran- 
teed payment of HK$4.76 billion, about 
25-30% higher than the DFS bid last 
year, was based on a forecast that the 
number of Japanese tourists would dou- 
ble and that more South Koreans and 
Taiwanese would visit Hongkong. 

Last year, passenger departures and 
arrivals totalled some 12.6 million, far 
higher than official estimates. This year 















































officials expect the figure to top 15 mil- 
lion. With hindsight, Kiu Fat’s bid looks 
as though it would have been quite 
reasonable if it had had the market to it- 
self. DFS claimed at the time that Kiu 
Fat would lose HK$1.4 billion over the 
eight-year franchise period. 

A key element in recent discussions 
was DFS’ retention in April of the Kai 
Tak departure lounge franchise for gen- 
eral merchandise, including leather 
goods and other up-market brand-name 
items. Liquor and tobacco sales have in 
the past been used to draw waiting pas- 
sengers into the total sales net. 

As far as the government is con- 
cerned, the guaranteed franchise pay- 
ment remains unchanged. The depart- 
ments involved remain tight-lipped. 
The Civil Aviation Department, which 
oversees the franchise operations, has 
yet to admitehat new arrangements are 
being discussed. The Economic Ser- 
vices Branch has refused to answer 
queries. Kiu Fat officials have also been 
unavailable for comment. oO 
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Courting the Bear market 


Japan cautious about closer Soviet business ties 


By Charles Smith in Tokyo 


he Reagan-Gorbachov summit, coin- 

ciding with the unveiling of a new Ja- 
panese foreign policy which aims to di- 
lute dependence on the US, may have 
set the stage for more lively business 
links between Japan and the Soviet 
Union. : 

But the change will not take place 
overnight, Soviet trade specialists say. 
One reason for Japan's caution is that 
the US appears divided on how far to 
push economic — as opposed to politi- 
cal — relations with the Soviets. 

A second worry is public opinion in 
Japan itself. During a series of inter- 
views with the major trading firms that 
dominate dealings with Moscow, the 


HARASSED BUSINESS LINKS ; 


REVIEWDIAGRAM 
REVIEW was repeatedly told of worries 
about “harassment” by extreme rightist 
groups opposed to trade with com- 
munist countries. 


Extreme  rightists have become 
steadily more aggressive towards pri- 
vate-sector traders. This greater aggres- 
sion dates from the May 1987 “Toshi- 

a Affair," in which a subsidiary of 
Toshiba Corp., the electronics giant, 
was found to hawe breached Cocom reg- 
ulations by selling machine tools to a 
Soviet naval dockyard for she manufac- 
ture of "silent" submarine propellers. 

Traders and Soviet trade specialists 
have responded by adopting a low pro- 
file: for example, articles on Soviet 











trade in well known magazines such 
as Ekonomisuto, are now published 
anonymously or under pen names. 

The Toshiba affair is cited by 
Kazuko Motomura, an economist at 
the semi-official Soren Too Boekikai 
(Japan Association for Trade with the 
Soviet Union and Socialist Countries of 
Europe), as one reason why Japanese 
exports to the Soviet Union fell in 1987. 
Exports were down by nearly 20%, to 
their lowest level since 1979. 

A more important brake on trade 
was payments problems on the Soviet 
side. Motomura estimates that collaps- 
ing oil prices caused a 30-40% fall in 
Moscow's hard-currency earnings in 
1986. This led to a sharp cutback in im- 
ports in 1987. 

Since the beginning of 1988, boom- 
ing Japanese imports of gold, platinum 
and other precious metals have restored 
at least a semblance of health to Soviet- 
Japan trade. Gold has replaced timber 
as the No. 1 Japanese import from the 
Soviet Union. 

Gold imports trebled during the first 
four months of the year from 4,204 to 
12,711 kg. while platinum imports 
jumped five-fold to 7,270 kg. This led to 
a 58% jump in the value of Soviet ex- 
ports to Japan which in turn enabled the 
Soviets to finance a 28% rise in imports. 


ore significant, Japanese traders 

have begun receiving gold and 
platinum shipments direct from the 
Soviet Union, in addition to buying 
Soviet ingots on international markets 
such as London and Zurich. 

Soviet specialists at major trading 
companies say the future ties depend on 
how positively Japan responds to Soviet 
invitations to set up joint ventures. 
Since January 1987, Soviet law has al- 
lowed foreigners to hold 49% of a joint 


m venture. However, Japanese companies 


have signed only two of the 45 joint ven- 
tures negotiated with Western coun- 
tries. 

The general manager of the Soviet 
trade department of one of the top five 
Japanese general trading companies 
says at least 50 more joint ventures are 
being discussed. Two major projects 
would link Japanese general traders 
with US and European companies in the 
building and operation of petrochemi- 
cal plants. 

The more advanced of the two is for 
a USS6 billion complex to be built at 
Tengis near the Caspian Sea: partners in 
this would include Marubeni Corp.. 
Japan's fourth-largest general trader, as 
well as Occidental Oil of the US and 





| ENI, the Italian state-oil company. A 


feasibility study is under way. 

Slightly less further forward, but po- 
tentially even bigger, is the projected 
Surgut petrochemical complex in West- 
ern Siberia. This would link two Ja- 
panese trading companies, Mitsubishi 
Corp. and Mitsui and Co., with two US 
partners, Combustion Engineering Inc. 
and McDermott International. A feasi- 
bility study at Surgut has yet to be 
signed. 

Japanese trading companies say that 
US participation in such projects is es- 
sential because of US "technical pre- 
eminence". However, the real reason 
for their reluctance to go it alone may be 
political, The traders apparently believe 
that with US partners, Japan will run 
less risk of being accused of breaching 
Cocom regulations or of lending at “un- 
fair" interest rates. Interest rates be-, 
came an issue in mid-1987 when the US 
questioned the terms under which 
Japan's Export-Import Bank financed 
the Soviet purchase of a US$600 million 
polyester plant. 

Closer economic links are likely to 
flow from a decision “in principle” by 
Miti officials to join a mixed public and 
private economic mission. The mission 


i is likely to go to the Soviet Union at the 


end of 1988. 

The Japanese mission, said to be the 
most ambitious of its kind to have been 
mooted for over a decade, will discuss 
general trade relations. In addition, the 
Japanese side may also take up an invi- 
tation to help renovate Soviet steel, 
non-ferrous metals and textiles fac- 


| tories. 


A list of 50 candidates for renovation 
is said to have been presented by Mos- 
cow to the Japan-Soviet Business Co- 
operation Committee, a group spon- 
sored by the private-sector business fed- 
erations, Keidanren. a 























COMMODITIES 


Belated takeoff 
for UN fund 


After a 12-year delay, price- 
stabilisation scheme to start 


By Frances Williams in Geneva 


wie world commodity prices 
strong, the UN Common Fund for 
Commodities is set to make an untimely 
debut next year, well over a decade 
since it was first conceived in the 
heyday of North-South debate. On 6 
June, Cuba became the 101st country 
to ratify the 1980 agreement setting 
up the fund, taking pledged contri- 
butions just beyond the two-thirds of the 
US$470 million start-up capital required 
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.| By Nigel Holloway in Tokyo 

A J apanese complaints of alleged dump- 
5 Jing by South Korean knitwear ex- 
|]. porters may escalate into a major trade 
dispute between the two countries. The 
| complaints by Japan's knitwear manu- 
facturers could encourage other Japan- 
ese industries to seek protection from 
the "intolerable pain" of sharp increases 
in imports. 


| voke measures under the Multi-Fibre 
Arrangement (MFA) to restrict knit- 
.wear imports from South Korea, said 
Aichy Tamori, the deputy director-gen- 
eral of the Ministry of International 
Trade and Industry's consumer goods 
industries bureau. Tamori stressed that 
this was “a last resort,” but he appeared 
pessimistic of the chances of settling the 
dispute by other means. 

Such action could have wide reper- 
cussions, Japan has never used MFA 
procedures to settle a trade dispute with 
a developed country. Such a move would 
sour relations with South Korea and 
signal to other Asian exporters that 
Japan is toughening its trade stance. 
Asia's newly industrialised countries 
(NICs) have’ come under increasing 
criticism from rich nations for their ag- 
gressive exporting. But Japan’s attitude 
until now has been considerably softer, 
in part because it has borne the brunt of 
similar criticisms. 

Japan's knitting industry associa- 
tion, however, is now considering 





with the Finance Ministry against South 





"Tt is very likely" that Japan will in- | 


whether to file a dumping complaint | 








lown in the dumps 


a t Japan feels the 'pain' of aggressive South Korean knitwear imports 


Korean knitwear firms. If the ministry 


| gations — that the goods are sold either 
below cost or lower than the price 
charged at home — it is obliged to start 
investigating the case. A positive find- 
ing would lead to anti-dumping duties 
under Article 6 of the General Agree- 
ment on Tariffs and Trade. 

There have only been three anti- 
dumping actions by Japan (one in 1982 
and the others in 1984). But all were set- 
| tled privately between the industries 

concerned and they occurred before the 
yen began rising. Now a wide swathe of 
Japanese manufacturing is threatened 
by surging imports from Asia. 

Japanese knitwear makers appear to 
have been the hardest hit by the rise in 
the yen. For example, the proportion of 
domestic demand for knitted outer gar- 
ments accounted for by imports rose 
from 27% in 1985 to 46% last year. 
Shipments from South Korea climbed 
by 52% to just over half of total im- 
ports. Taiwan and China accounted for 
another 40% of these imports. Knit- 
wear is the largest single category of 
made-up textile imports, comprising 
42% of the total last year. 

Tamori says that this “excessively 
| rapid upsurge" of knitwear imports 
threatens orderly marketing. But he 


| south Korean counterparts when he 
told them of Japanese concerns in 
April. He says their reply was that the 
| surge of imports resulted from the rise 








to bring the fund into operation. 

Designed primarily to provide a 
source of back-up funds for commodity- 
price stabilisation pacts, the common 
fund was to be an essential part of the 
ambitious integrated programme for 
commodities launched at the 1976 UN 
Conference on Trade and Development 
(Unctad) in Nairobi. Cocoa, coffee, cop- 
per, cotton, hard fibres, jute, rubber, 
sugar, tea and tin were then identified 
for price-stabilisation arrangements. 

* However, in the wake of the collapse 
of the tin agreement in 1985, and general 
disillusionment with price-fixing ar- 
rangements since 1980, only two such in- 
ternational commodity pacts survived — 
those for rubber and cocoa. 

The fund was blocked for years by re- 
fusal of the US, the biggest scheduled 
contributor (15.7%), and the Soviet 
Union (5.8%) to ratify it. The break- 
through came with Moscow’s change of 


heart last year, which took the pledged 
capital within a whisker of the two- 
thirds threshold. 

Unctad officials do not expect the 
fund to be operational until some time 
next year, since practical issues remain 
to be resolved, among them the site of the 
headquarters. Nor is it certain whether 
the international rubber and cocoa or- 
ganisations which supervise the price- 
stabilisation arrangements for these 
commodities will make use of the com- 
mon fund, since the rules would involve 
them in extra financial obligations. 

Of more immediate importance may 
be the fund’s so-called “second win- 
dow,” to which US$256 million in volun- 
tary contributions has been pledged. It is 
designed to finance research, develop- 
ment and marketing efforts by commod- 
ity-dependent countries to help them to 
diversify production and tap new mar- 
kets. 





finds prima facie evidence of their alle- | 


| Ministry released figures on 8 June 


| says he received short shrift from his ; 


1 





in the yen and from the efforts of South 
Korean knitwear firms to adapt their 
patterns to Japanese tastes. 

Knitwear is not the only business to 
be feeling an "intolerable" level of pain; 
Tamori suggests. The whole textile and | 
| clothing industry has seen a three-fold 
increase in import penetration to 33% 
between 1977 and 1987. Last year, | 
Japan became a net textile and apparel 
importer for the first time this century. | 
In addition, Japanese producers of toys 
and light industrial products, like china 
and cutlery, have also passed through. 
the threshold of intolerable pain, he. | 
says. E 

To add to the alarm, the Finance: | 

| 


which show a dramatic increase in sales | 
of electrical goods from the Asian NICs 
to Japan, albeit from a low base. Colour 
TV imports jumped seven-fold to ¥7.5 
billion (US$59.43 million) between fis- 
cal 1985, ending in March 1986, and fis- 
cal 1987. Imports of video-tape record- 
ers leapt three-fold to ¥2.9 billion 
in the same period. Similar or greater 
increases occurred for electric fans, 
shavers and telephone units. 

Japan is beginning to face the same 
problems from the. Asian NICs that 
other developed countries have suf- 
fered for some time. Does Tamori feel. 
the shoe is now on the other foot? *His- 
tory repeats itself," he says after along - 
pause. “In the foreseeable future, some 
of the NICs will join Japan." 





» Mark Clifford writes from Seoul: South 
Korean officials say they are deter- 
mined to ward off the Japanese charges, 
most likely by asking South Korean tex- 
tile manufacturers to adopt “voluntary” - 
restraints. Foreign Ministry officials in 
Seoul fret that if the dumping suit is ac- 
cepted by the Japanese Government, it 
will quickly escalate into a political. |. 
issue. : 

"Something might be worked out in 
the form of unofficial restraints or ad- 
ministrative guidance so as not to over- 
whelm the Japanese textile markets 
with these products," said a senior For- 
eign Ministry official. Currently, there 
are "quiet negotiations," involving For- 
eign Ministry and trade and industry of- 
ficials from the two countries, though 
no agreement has been struck. “Our 
basic position is to keep the talks as 
quiet as possible," says the Foreign 
Ministry official. 

The South Koreans are adopting a 
conciliatory posture. Ministry officials , 
in Seoul say that the Japanese have “a 
legitimate complaint," because some 
exports have jumped so rapidly, thoug 
the officials deny that South Korean 
companies are dumpimg products. A 5 
scheduled meeting between trade and " 
industry negotiators in Seoul at the be- 
ginning of June was called off by the 
South Koreans, who promised that they | P 








would present proposals for resolving 





the problem. 
ius 
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€ THE dawn of South Korea's people 
capitalism started off sunny enough, but 
the weather quickly turned nasty. On 10 
June, newly issued shares of Pohang 
Iron and Steel Co. (Posco), the first 
of the “people’s stock” companies, 
opened at almost three times their sub- 
scription price and the market started 
shooting up. The street wisdom that 
Posco would push the Seoul market to 
record highs, just as NTT had boosted 
the Tokyo market, looked to be right. 
But, by the close of the morning ses- 
sion, it was already apparent that mar- 
ket speculators had got the better of the 
Ministry of Finance (MoF) technocrats. 
Posco shares started moving down and 
the rest of the market followed. That 
ended the strong rally that had pushed 
the market up 14% ina fast-paced surge 
in the previous month. 


Betore Posco shares started trading. 
speculators flooded the exchange with 
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Posco mills: opening price fuss. 





small buy-orders at high prices. Al- 
though issued shares were trading 
in the call market for around Won 
25,000 (US$35.71) each, compared with 
an issue price of Won 15,000, the ex- 
seg ak received one bid at the opening 
bell for Won 99,000. Exchange officials 
were baffled and delayed posting the 
opening price nearly an hour before tag- 
ging the shares at Won 43,000, which 
they hoped was a sustainable level. 
hy all the fuss over the opening 
price? South Korea's restricted market 
allows shares to move up or down a 
aximum of Won 1.000 a day. Thus the 
opening price became the benchmark 
price, vase the quickest speculators a 
guaranteed level at which to bail out. 
But it left the farmers, fishermen, and 
low- and middle-income shareowners 
who received most of the new Posco 
shares grumbling at market manipula- 
tion, since they have not been able to 





get out at the inflated price. Instead, the 
shares kept bumping down their daily 
limit on light volume. 

While MoF officials had counted on 
basking in accolades for their part in 
starting the new era of economic demo- 
cracy, they were roasted. In a lead 
editorial, the English-language news- 
paper, Korea Times called on the au- 
thorities to protect investors "by keep- 
ing the big hands or institutional invest- 
ors from manipulating quotations." By 
the fourth day of trading, with the mar- 
ket continuing to sag, analysts were be- 
ginning to speculate that the MoF would 
teach the speculators a lesson by remov- 
ing the daily limits on Posco shares. 
Moreover, as Posco's shares fell. 
rumours of kerb-market financial scan- 
dals started spreading, a typical sign of a 
falling market. 

@ THE Posco fiasco has been an ob- 
ject lesson on the folly of overly ambiti- 
ous technocrats. The MoF constructed 
an elaborate edifice to support the 
Posco price through "people's stock 
funds" which would buy the steel shares 
if they were dipping too low. And the 
ministry had counted on commercial 
banks, which have a large share in 
Posco, to sell their shares if necessary to 
dampen a rapid rise in share prices. 
What they had not counted on was an 
unsupportable opening price. 

The government encouraged the 
public to buy into Posco with an innova- 
tive "people's stock" scheme, the first 
step in President Roh Tae Woo's at- 
tempt to nurture an era of "people's 


| capitalism." There are around 1.2 mil- 
| lion shareholders now — false-name ac- 


counts make it difficult to know for sure 
— and policymakers would like to raise 
it to 5 million over the next several 


' years. 


An elaborate scheme to broaden 
stockmarket ownership is being rigged. 
A full 95% of the stock in the "people's 
companies" is reserved for employees 
(20% ) and farmers, fishermen and 8.5 
million middle- and lower-income work- 
ers. They are given special pricing and 
financing breaks to encourage them to 
hold on to the stock for at least three 
years. But fewer than 10% took advan- 
tage of the long-term carrot for the 
Posco shares, which showed that many 
of the new investors were hoping to im- 
itate the more experienced speculators. 

With the Seoul market index doubl- 
ing last year and rising nearly 40% so far 
this year, a consolidation would not be 
out of order. But the Posco debacle also 
throws the planned share sales later this 
year of Citizens National Bank and 
Korea Electric Power Co. into ques- 
tion. 

The sagging share prices also mean 








brokers can no longer hope for the 
coming of the “ant brigade." Mar- 
ket watchers here know that when 
hordes of small investors start lining up 
at their brokers with their bags of cash 
and checks, like ants bringing food back 
to the anthill, that the market is strong 
enough to run a bit. Before the Posco 
shares started trading. it looked as if the 
ant brigade was on its way. 

Brokers figured that the Posco issue 
would bring a whole new crowd of 
speculators into the market. They 
hoped that most of those farmers, 
fishermen, and lower- and middle-in- 
come investors who spurned the offer to 
buy Posco shares at the long-term dis- 
count would quickly sell their: shares 
and move into something more specula- 
tive, igniting a pre-Olympic rally. But 
with the sour market mood, the ant 
brigade is staying at home for now. 

@ THERE is still enough liquidity 
sloshing around the market for shares to 
keep floating up. Cash in brokerage ac- 
counts is still iram and calls for rights is- 
sues, public offerings and forced pur- 
chases of monetary stabilisation bonds 
are easing off. 

New share subscriptions soaked up 
Won 1.6 trillion in April, when invest- 
ors plunked down cash for Posco, 
but only half of that in May. And, dur- 
ing June, new shares are expected to 
drain only Won 300 billion from invest- 
ors’ accounts. Moreover, some Won 
400 billion is going to come into the mar- 
ket from three new investment funds. 

The long-awaited second tranche of 
the Korea Eurofund is also about to be 
launched. The US$30 million tranche 
had been put on hold because of MoF 
fears that a further influx of foreign 
money would simply heat up the market 
even more. Cynics noted that it was ap- 

roved only two days before the Posco 

isting. 

Direct foreign investment, however, 
seems to be receding into the distance. 
It is now part of the fourth and final 
stages of the MoF's plan to make the 
won a fully convertible international 
currency. 

€ ON the bullish side, rumours of fi- 
nancial reform are also moving the 
Seoul market, especially in the wake of 
of the MoF's proposed financial reforfn 
plan. (REVIEW, 16 June). There is a lot 
of talk of helping the banks out 
with their bad loans, which are 15- 
20% of assets. Market talk has it that 
banks will be allowed to revalue assets 
which have appreciated, notably real es- 
tate. This will allow them to book more 
loans and reduce bad debt as a percen- 
tage of outstanding assets. Investors are 
interested because down the road they see 
the banks handing out more bonus shares. 
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| Running at full throttle 


T" he mood in Seoul is frenzied: stomp 

on the accelerator and drive the 
domestic economy as fast as possible be- 
foré the US economy slows, forcing 
South Korea to pull over. 


4... Sometime, the joyride will end, but 


so far the economic figures are stunning 
— first-quarter GNP growth soared 


315.196, according to preliminary figures 


from the central bank, Bank of Korea. 
The growth was led by strong exports, 
which rose 29% in the first five months 
of the year despite the appreciation of 
the won and wage rises. 

Unsurprisingly, the trade and cur- 
rent account surpluses continue to 

"swell, despite efforts to liberalise im- 
ports. For January-April, the current 
account surplus was up 4196 over the 
same period last year to US$3.9 billion, 
making a mockery of government's 
claims that it would trim the surplus this 
year. However, officials are still stick- 
ing to their goal of paring the 
1988 trade surplus to US$5 
billion and the current ac- 
count surplus to US$7 billion, 
a cut over the year of more 
than US$2 billion on each ac- 
count. 

However, the current ac- 
count surplus may go as high 
as US$11.3 billion this year, 
the International. Monetary 
Fund forecasts. Fortunately 
for South Korean policymak- 
ers, the surplus with the US 
shows signs' of stabilising, 
which should reduce political 
pressure from Washington. 

Much of the growth in the 
surplus will come from ex- 
panded exports to Japan, 
which are making a dent in 
South Korea's chronic deficit 
with its neighbour. In the 











past, South Korea has imported compo- 
nents from Japan and sold finished pro- 
ducts to the US. Trade friction and cur- 
rency appreciation is changing that pat- 
tern. The trade deficit with Japan for 
January-April fell 29% to US$541 mil- 
lion. 

In keeping with the euphoria of this 
Olympic year, there is almost too much 
good news. Publicly, official growth es- 
timates are in the range of 8.5-9.5%, 
which would be respectable enough in 
most countries. Privately, government 
officials are talking about another year 
of double-digit growth, perhaps equal- 
ling the 12% of the past two years. 

The strength of the boom has puz- 
zled policymakers, who have fretted for 
months that the won appreciation and 
higher labour costs would quickly hob- 
ble the country's economic growth. 
Now they say the won appreciation — 
which was 8% last year and is estimated 


A STUNNING PERFORMANCE 











at 15-20% for 1988 — is expected to 
begin inflicting visible damage. 

So far, however, exporters appear to 
have passed most of the currency ap- 
preciation along in the form of higher 
prices. But smaller firms in labour-in- 
tensive businesses such as apparel, foot- 
wear and toys are reportedly running 
into trouble. 

A partial answer to the puzzle of 
higher-than-expected growth is found in 
the booming domestic economy, where 
workers are spending some of their 
higher wages on consumer goods. First- 
quarter car sales were up more than 
40% while consumer durables like re- 
frigerators, washing machines, audio 
systems and video-tape recorders saw 
sales increases of 29-35%. 

The domestic boom has fuelled infla- 
tion. The consumer price index rose 4% | 
during the first five months of the year. 
But imports curbs are being eased, 
which will please US trade negotiators 
as well as help keep inflation in check. 
Imports, led by manufactured goods, 
were up 31% in the January- 
May period. To stimulate 
further imports, tariff cuts 
are being accelerated. 

To dampen inflation, the 
government is moving to con- 
trol price rises in raw and 
intermediate materials. 
Another round of price cuts 
for oil products went in- 








to effect at the start of 
June. 
Policymakers are also 


hoping to reduce wholesale 
price increases by limiting éx- 
ports of 10 raw and inter- 
mediate materials, such às 
nylon yarn, hot-coil steel and 
polyvinyl chloride. So far, the 
strategy seems to be working 
as the wholesale-price index 
rose only 1.1% in the first five 
months. — Mark Clifford 
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profit on period onperiod | (prev.) Comment 
i Kyocera lv 31 Mar. | Y22.68b +29.8 ¥300.4b +8.8 n.a. Operating profit of ¥41.56b, up from ¥33.81b. 
E (US$180m) (US$2.38b) L (n.a.) £ 
Bangkok Bank | Y 31 Dec. | Baht 1.52b +63.5% | Baht25.79b -6% Baht22 |The leading Thai bank increased loan-loss provisions by 
(US$60.3m) (US$1.0b) | (Bant 17.5) | 53% to Baht 1.87b. 
[Hindustan Y30 Dec. | Rs 200m +480% | Rs2.9b +18% 22.9% | Indian aluminium smelter has applied for a 100,000 tonne 
Aluminium (US$14.8m) (US$214.8m) jJ (15%) | increase incapacity. P 
r T T 7 FÉ 
PeicoElectronics | Y 31 Dec. | Rs34.6m +636% | Rs3.9b +20% 10% Increased net profit attributed to a switch from lighting to | - 
& Electricals (US$2.6m) (US$288.9m) (8%) | audio, video and computer electronics 
C. Itoh Y31Mar. | ¥25.38b +26.5% | ¥15,540b *5.396 n.a. Profit growth attributed to recovery in oil príces and strong 
(US$203m) (US$124.3b) domestic demand for textiles and machinery. 
Àil Nippon Y 31 Mar. | X 6.01b +7.5% | ¥527.54b +10% ¥4 Japan's second-largest airline expects to increase passen- 
Airways (US$48.1m) | _| (USS4.2b) (same) | gers on international routes by 53% this year. 
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CURRENCIES | INTEREST RATES (%) 


13 June Spot Previous : 1-year i 
USS1 WORTH ratet weekt 13 June Prime treasury interbank interbank interbank 


tending bills/bondst *montht 3 months* 6 months? 








Australia dollar 1.238 1.271 1.371 1395 fo. 1 DR 





13. 03125 13.17188 
8.375 | 8.625 
7.50 7.50 


Britain pound 0.548 0.554 0.538 0.613 Australia 14.50 11.95 12.875 
Canada dollar 1.219 1.234 1.257 1.342 ES ep i 
France franc 5.823 5.814 5.638 8.103 | | Britain 7.50 7.875 


Hongkong dollar 7.805 | 7.818 7.799 closed 
india rupee 13.634 | 13.60 12.927 12837 | | 
indonesia rupiah | 1,674.00 | 1,675.00 1,660.00 1,648.00 | | indonesia 22.00 | 19.50 
Japan yen 125.10 126.15 126.70 144325 | i 


i 
| 
Hongkong 8.00 i 7.25 | 
| 
i 
* i 
Malaysia dollar 2.575 2.585 2.554 2.505 | | Japan $50. | : |o 435 p 4.50 
H 


n.a. i n.a. 


NewZealand ^ dollar 1.414 1.443 1.490 1688 |- 73.375 | 
3.65 | 375 


Pakistan rupee 17.885 | 17.794 17,4325 17.361 

16.35 16.05 
SriLanka rupee 31017 | 30.979 30.817 29.07 Philippines 12.25 i 12:50 
WestGermany mark 1.722 1.72 1.658 1.829 





Philippines peso 20.905 | 21.96 21.02 20.428 | Malaysia 7.25 i 3.55 
n 13.00 -— 
Switzerland franc 1.443 1.434 1.366 1.516 


Singapore dollar 2.018 2.022 2.0132 2.119 
Taiwan NT doltar 28.62 28.62 28.64 | 31.08 Singapore 6.13 H 3.8125 3.9375 4.0625 





SouthKorea won 728.70 731.40 753.90 808.90 New'Zealang 18:50 i vee 
Thailand baht 25.18 25.20 | 25.19 25.725 | | SouthKorea 11.50 ER 





Taiwan 5.75 i 4.75 4.76 4.75 
Banknote Official Communist : i 
rate* rate countries Thailand 11.50 : | B75 8.75 m 


Bangladesh 29.50 31.20 China E US | 900 | 3 7.5625 7.625 7.8125 
Brunei <o RE US$=Rmb 3.722 
a ý M 
Macau 8.055 8.05 HK$=Rmb 0.476 
Nepal 22.00 24.00 Soviet Union 


PapuaN. G. i 0.875 0.85 US$ Rouble 0.5999 
4 


Other: SOR1 = US$1.3643, ECU1--US$1.208, Laos £ Sterling 
$$1:MS$1.2755, £1= HK$14.185, US$- New Kip 350.00 Yen 
.3 months forward: Japan Y 124.966, Viet s WD P . 
Hongkong HK$7.806, Singapore $$2.003, vnam Swiss Fr. 
fMiddlerate — Selling rate US$ - Dong 368.00 BA 


Source: Teterate for spot and forward rates from Asian money markets, Republic Na- f - AS 
tional Bank of New York for banknote selling rates on the Hongkong market 
and Deak International Ltd for official rates. *longterm — **shortterm  tofferedrate — Source: Telerate, Vickers da Costa & Co. 
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COMMODITIES 
Last sale to 13 June 


Previous ] 3 months 


week ago 
+ 
Gold London 448.55 463.75 441.55 ' 

Domestic 3-5 yearst 


Copper New York 7-10yearst 
Current delivery (July) 109.10 103.70 106.40 E <1 International — 3-5yearst 
Sept. delivery 99.90 7-10yearst 

Aluminium London x : 
Current delivery (June) 2,240.00 2,132.50 1,300.00 i Yen: 

Aug. delivery 1,579.00 Domestic 3years t 

Tin Kuala Lumpur 18.12 18.12 17.34 . 10 years t 


Cotton New York international — 3-5yearst | 
Current delivery (July) 66.22 66.38 63.20 j : 7-10yearst 
Oct. delivery 64.47 | Dm: 

Rubber KualaLumpur (9) ;| Domestic 3-5 years" 
Current delivery (July) 383.00 383.00 : : E 10 years” 
Oct. delivery 385.00 = j international — 3-5years! 

Palm Oii KualaLumpur {5) E. 7-10years! 
Current delivery (June) 1,042.00 1,100.00 : a. “| AS: | 
Aug. delivery 1,043.00 <4 Domestic 3years t 

Sugar New York (4) tO years t | 
Current delivery (July) re ý 2 m c] International — 3-5yearst 
Oct. delivery T 7-10yearst 

Pepper Singapore — (10) C$: 


Sarawak Asta bik 100% 737.50 720.06 E 1,062.50 


Wheat Chicago (6) Domestic 3years * 


Current delivery (July) 373.60 362.60 ; 276.00 ; 10 years * 
Sept. delivery 383.00 International — 3-5years! 


Maize Chicago (7) : 7-10yearst 
Current delivery (July) 257.60 234.40 , 197.50 £: 
Sept. delivery 265.40 Domestic 3years t 
Rice Bangkok (8) 1yearst | 
5% white tob 300.00 300.00 x 213.00 | International — 3-5yearst 
Soyabeans Chicago 6) 7-10 yearst | 
Current delivery (July) pep 849.00 4 603.00 NZS: | 
Aug. delivery E Domestic 3-5 years t 
Cocoa London (02) 7-10 yearst 
Current delivery (July) MIS 931.50 ` 1,244.50 international 3years * 
Sept. delivery ý H 7-10 yearst 
Coffee M | 4,097.50 1,144.00 4,302.00 SFr: | 
Current deli i :097. A44, Aat. 302. 
Sept deive " 1,108.50 iis 
e S 7-10yearst 
Petroleum Tokyo ut) ; 
Sumatran light n.a. 16.85 | 17.00 17.70 ECU: 


Brent London an 15.45 16.20 14.10 18.75 3-5 yearst 
À L d. WIE ; 7-10 years? 


(1) £a tonne 2) M$akg (3)US$anoz (4jUScalb (5)M$atonne (6) USc a 60 tb bushel à 
(7)USca56Ibbushel (B)US$atonne (9)Mcakg {10)5$a100kg (11)US$abarre! Source: Telerate, Reuter. *AAA corporate "Government 
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EFFECTIVE EXCHANGE RATES 


` Weighted for 1985 trade with the countries shown plus the US and Canada and 14 European countries. Figures are for the week ended 11 June. 
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{end year) (end month) (weekly values) (weekly values) 


Source: UBS-Phillips & Drew. 





ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 


AUSTRALIA CHINA HONGKONG INDIA JAPAN 








| INDONESIA 





Economic Growth % (real (1) 
1987 
1988 

international Reserves (5) 
Latest 


Year earlier 
Trade Balance (total merchandise) 
Latest 3 months 


Previous 3 months 

Year earlier 
Exports (7) 

Latest 3. months 

% change previous 3 months 

% change year earlier 
imports (8) 

Latest 3 months 

% change previous 3 months 

% change year earlier 
Consumer Prices 

Base 

Latest 3 months index average 


% change previous 3 months 

% change year earlier 
Money Supply (3) 

Latest 


% change previous month 
% change year earlier 


July 80-June 81 = 100 


172.9 
(Oct.-Dec.) 
+17 
+74 


A$126.3b(10) 
(Mar.) 
*0.9 
*14.0 





MALAYSIA 


9.4 
7-7.5 


US$16.71b 
(Jan.) 
US$10.87b 


-US$1.24b 
(Oct.-Dec.) 
-US$0.71b 
~US$3.0b 


US$13.41b 
+35.8 
+40.4 


US$14.65b 
+38.4 
+16.7 


mum 
.-Apr.) 
+US$0,15b 
—US$0.97b 


US$12.68b 


Sept.-Dec. 1986= 100 jOct. 84-Sept. 85= 100 


107.96 
(Sept.-Dec.) 
-0.1 
+2.0 


Rmb 775,.48b 


EE PHILIPPINES 


114.9 
(Feb.-Apr.) 
+2.2 
+7.2 


HK$327.33b 
(Apr) 
*13 
* 26.1 





-USS$1.57b 
(Oct.-Dec.) 
-US$1.27b 
-US$1.58b 


US$2.88b 
*3.4 
+31.7 


US$4.45b 
+9.9 
* 18.1 


1960-100 
752.7 
(Dec.-Feb.) 
*2.4 
*9.4 


Rs 1.61t(10) 


3.5 
3-4 


US$5,09b 
(Jan.) 
US$3.57b 


*USS$1.41b(9) 
(Nov.-Jan.) 
*US$1.93b 
+US$0.40b 


US$4.75b(9) 
-27 
*26.7 
US$3.34b(9) 


*13.0 
-0.2 


Apr. 77-Mar. 78-100 


Rps 33.13t 
(Nov.) 
*2.6 
+20.1 


4.2 
3.8-4.5 


US$84.25b 
(Mar.) 
US$58.28b 


* US$19.44b(6) 
fFeb.-Apr.) 
*US$16.41b 
+US$22.78b 


U$$65.29b(6) 
*9.7 
+16.5 


US$45.85b(6) 
+64 





SINGAPORE 


TAIWAN 


THAILAND 





Economic Growth % (reai) (1) 
1987 
1988 

International Reserves (5) 
Latest 


Year earlier 


Trade Balance (total merchandise) 
Latest 3 months 


Previous 3 months 
Year earlier 


Exports (7 
Latest 3 months 
% change previous 3 months 
% change year earlier 
imports (8) 
* Latest 3 months 
% change previous 3 months 
% change year earlier 
Consumer Prices 
Base 
Latest 3 months index average 


% change previous 3 months 

% change year earlier 
Money Supply i3) 

Latest 


+ % change previous month 
Ye change year earlier 





i 


+US$0.78b(4) 
(Nov.-Jan.) 
+US$O.61b 
+US$0.45b 


US$4.08b(4) 
42.8 
+37.4 


US$3.30b(4) 
-23 
+31.2 


1980 = 100 
129.3 
(Dec.-Feb.) 
£14 
£14 


M$55.04b 
(Nov) 
-0.5 





*57 


5.05 
5.5-6.5 


USSO.74b 
(Mar.) 
US$1.67b 


—US$0.17b 
(Jan.-Mar.) 
—US$0.20b 
-US$0.22b 


US$1.61b 
-0.6 
*32.0 


US$1.78b 
-2.2 
+23.6 


1978=100 








8.8 
5-7 


US$14.81b 
(Nov.) 
US$12.75b 


—US$0.89b 
(Feb.-Apr.} 
-US$1.22b 
—USS0.98b 


US$8.80b 
+14 
+33.1 


US$9.69b 
-2.1 
*26.6 


June 82-May B3 = 100 
104. 


.0 
fFeb.-Apr.) 
*0.6 
+19 


$$37.09b 
(Dec.) 
+21 
419.8 





SOUTH KOREA | 
122 
8-10 
US$6.96b 


(Mar.) 
US$3.51b 


+US$1.56b(6) 
+US$1.04b 
US$13.51b(6) 
-0.6 
+32.0 


US$11.95b(6) 
*14 
+30.0 


4985=100 
111.9 

(Feb.-Apr.) 
33.0 
+7.8 


Won 40.38t 





11 
6-8 


US$76.71b 
(Feb.) 
US$51.80b 


* USS5 63b 
+US$4.37b 


US$13.66b 
-7.0 
+416 


US$12.48b 
*13.0 
+57.0 


1986=100 
100.19 
{Dec.-Mar.) 
-13 
*0.5 


iT$4.23t 
(Feb.) 
+46 
+24.6 








d 


6.6 
6.3-9 


US$4.51b 
(Mar.) 
US$3.23b 


~US$0.81b 
(Jan.-Mar.) 
S$0.80b 


—U8$0.27b 


1976-100 
207.3 
(Jan.-Mar.) 
*0.7 
+4.0 


Baht 823.7b 





(5) IMF definition af reserves minus gold 


(1): (Official and other estimates of GDP (GNP in Japan) (2) Consumer Price Index A (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only 5 go 
Source: Official statistics. 


exceptforSingapore (6) Customs basis — (7) fob — (B) cif (9) Excluding petroleum. products (10) M3 — (11) % change over past 3 months 
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Follow the leader 


TOKYO surged to record levels and most other Asian markets advanced as inflation fears eased. But Austra- 
lia slipped back after commodity prices retreated and Seoul fell in the wake of the Posco steel issue. 


TOKYO: The Nikkei index rose above 
28,000 for the first time in the second- 
heaviest day's trading volume on rec- 
ord. Defence-related stocks, steels 
and car issues saw active buying. Mit- 
subishi Heavy Industry gained Y 44 (35 
US cents) to Y799 and NKK, the steel- 
maker, jumped ¥31 to Y512. Volume 
averaged 2b shares a day. Turnover 
was Y 1.6t. 


HONGKONG: wall Street's sharp ad- 
vance led prices higher in the holiday- 
shortened period. But the early gains 
were trimmed by expectations of a rise 
in local lending rates. Most blue chips 
advanced. Hutchison rose 10 HK cents 
(1.3 US cents) to HK$8.90 and China 
Light jumped: 30 HK cents to 
HK$18.40. Total volume was 4.25b 
shares, worth HK$6b. 


SINGAPORE: The market continued 


its climb, fuelled by overseas institu- 


tional interest and local bargain hunt- | 989 


ing among retail stocks. Isetan gained 
95 S cents (47 US cents) to S$6.55. 
Metro Holding's affiliate Transmarco 


rose 65 S cents to S$5.15 on news of |! 
good corporate earnings. Average | 2 


daily volume for the period was 50.9m 
shares, worth S$94.1m. 


KUALA LUMPUR: After recent steady 
gains, investors took profits. Lower 
lines came in for most of the attention. 
Property and palm oil counter Land- 
marks rose 4.5 M cents (2 US cents) to 
46.5 M cents on reports that it was sell- 
ing its hotel to IGB Corp. Property 


stock United Estates gained 24 M cents |. 


to M$1.70. Daily volume averaged 
26.9m shares, worth M$43.9m. 


BANGKOK: The SET index continued 
to climb strongly, rising 6.57 points to 
444.52. Local investors returned to the 
market, encouraged by improving eco- 
nomic indicators. Turnover averaged 
more than Baht 800m (US$32m) a day. 
Construction and textile stocks led 
gainers. Berli Juker and Thai Gypsum 
Product rose 25.62% and 23.45% re- 
spectively. 


MANILA: Shares eased on profit-tak- 


eng. Investors later moved to the 


sidelines after President Aquino left 
for a tour of Eurqpe. The Manila Com- 
posite Index fell 10.88 to 836.33. Oils 
were mostly lower. Amogg mines, 
Atlas-B fell 3.1% to P2375 TUSSL 2). 
Philex-B was up 4.9% to P0.43. Aver- 
age daily turnover was 890.76m shares, 
worth P60.56m. 






































AUSTRALIA: A lower gold price and 
the absence of foreign demand allowed 
prices to drift lower in sluggish trading. 
The All Ordinaries Index fell 13.2 to 
1,586 points in the holiday-shortened 
period. Gold-linked issues led the de- 
cline. Industrials were mixed. CRA 
finished 24 A cents (19 US cents) lower 
at A$8.66. Elders IXL slipped 6 A 
cents to A$2.93, 


NEW ZEALAND: Prices initially drift- 
ed lower but rebounded late in the 
period. The market lacked direction 
and trailed overseas leads as investors 
consolidated their positions ahead of 
tax announcements due by end-June. 
Fletcher Challenge fell 5 NZ cents (3.5 
US cents) to NZS4 34. Brierley rose 3 
NZ cents to NZ$1.49. Volume was 
49m shares, worth NZ$59.76m. 


TAIPEI: The market broke tentatively 
through the  5,000-point barrier, 
boosted by a new round of bank 
privatisation rumours. Banking stocks 
made big gains. Chang Hwa Bank rose 
NT$58 (US$2) to NT$545, a 12% rise. 
Plastics also advanced. Formosa Plas- 
tics gained NT$13 to NT$115, a 13% 
rise. Average daily turnover was a rec- 
ord NT$33.05b. 


SEOUL: After a strong start, the mar- 
ket had trouble digesting the long- 
awaited Posco steel offering and prices 
fell on lighter volume. Mines rose 
6.1%, but rubber stocks fell 4.2% and 
insurance shares slipped 3.1%. Hyun- 
dai Motors gained 3.9% despite a con- 
tinuing strike. Average daily turnover 
eased to 12.2m shares, worth Won 
235. 1b (US$335.86m). 


BOMBAY: Selected blue-chips re- 
covered modestly in the final trading 
session, reversing the market's down- 
turn. Brokers said investors were ex- 
pecting harsh measures against exces- 
sive speculation. Volume for the 
period dropped as sentiment remained 
uncertain. Bajaj Auto climbed Rs 10 
(65 US cents) to Rs 222.5. Associated 
Cement slipped Rs 54.5 to Rs 199.5. 


NEW YORK: The market surged close 
to post-crash highs on 8 June in heavy 
trading as a sharp fall in commodity 
prices helped ease inflation fears. But 
investors later retreated to the 
sidelines in advance of the release of 
April trade figures on 14 June. Volume 
was 994.92m. The Morgan Stanley 
Capital International Index closed 10.4 
pomts up at 464.4 on 10 June. 
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PROPERTY 











Move London Property from Hong Kong 
Hampton & Sons, the leading UK Estate Agents can assist you to buy, sell, let, 
manage and arrange finance for your UK house or flat. From £125,000 
Call Annoushka Ducas on 5-254418 or telex 61851 EPDHK HX 

[D FIRST PACIFIC DAVIES HAMPTONS 


] 231d floor Two Exchange Saiare. Hong Kong. è Arlington Street. London SWIA IRB Telex. 25343 










FIRST 
PACHER 










HAWAII 


Prime resort ocean view property for purchase or joint 
“development. Minimum investment $6 mil cash. Com- 
plete Hawaiian Yacht Club and condos, or golf course in 
California, each required $30 mil investment. 







Kona industrial Development Corporation 
<< P.O. Box AC 

i; Kaneohe, Hawaii 96744 

—. Fax: (808) 395-2951 or 
. Phone (808) 531-0939 













LONDON PROPERTY 


A professional, yet personal service offering 
Sales, Rentals, Investments, Refurbishment 
and Interior Design. 


17:18: Lowndes St Tel: 01-245 6811 
London 0 BLANCHARDS Tix: 919866 FURNSH G 
SWIX DEY CU. ee Fax: 01-235 9686 


___ APPOINTMENT 
















THE AUSTRALIAN NATIONAL UNIVERSITY 


Applications are invited for appointment to the position of: 


PROFESSORIAL FELLOW / PROFESSOR, 

RESEARCH SCHOOL OF PACIFIC STUDIES, 

DEPARTMENT OF SOUTHEAST ASIAN HISTORY. 
The Research School of Pacific Studies seeks to appoint a Professor or Pro- 
fessoriai Fellow with à distinguished research record to lead work in Southeast 
Asian. History. Preference will be given to a scholar working on the period from 
{he 16th.century onwards. It should be noted that the Research School has an 


especially strong interest in the 19th-20th centuries. Before applying please ob- 
tain further information from the Registrar. 


31 July 1988 Ref: PA 2.6.1. 


Professorial Fellow A$55,041 p.a. 
Professor A$62.836 p.a. 


Closing Date: 
Lb ‘SALARY: 


"APPOINTMENT: Professorial Fellow / Professor, to retiring age 65. 


APPLICATIONS should be submitted in duplicate to the Registrar, The Austra- 
lian: National University, GPO Box 4, Canberra ACT 2601, quoting reference 
number and including curriculum vitae, list of publications and names of at least 
three referees. The University reserves the right not to make an appointment or 
to appoint by invitation at any time. 


THE UNIVERSITY IS AN EQUAL OPPORTUNITY EMPLOYER 





CANADIAN 
PROPERTY 


Discover Lake a la Hache. 
a natural retreat of 
exceptional beauty. 


This magnificent real estate 
property encompassing a lake 
and including an island is lo- 
cated in St. Raphael, 60 miles 
(96 km) from Quebec City, and 
is easily accessible by modern 
auto routes. 

The vastness of this. natural 
paradise make this property an 
ideal personal hideaway and 
exceptional investment. An 
abundance of wildlife makes 
hunting and fishing a dream 
come true. Total ownership of 
the entire lake property and no 
zoning restrictions offer unli- 
mited possibilities for land use, 
The offering price of Cdn. 
$495,000.00 includes: 


9 1,125 acres (450 hectares) of 
natural parkland 

9 à beautiful 100 acre lake (40 
hectares) with 2.36 miles 
(3.80 km) of scenic shoreline 


For further information and a 
full colour flier, please contact: 


[CONSULTANTS (TD | 


150 JAMES STREET 
ST. CATHARINES, ONTARIO 
CANADA L2R 5C5 
Tel. (416) 684-8888 
Fax (416) 684-5984 








Two Elegant Waterfront homes 
in Huntington Harbour, CA 


Fabulous Contemporary house of glass in 
the round. Sweeping water views, 2 boat 
docks -- 3BR 4Baths ~ $1,395,000; : 


Stunning Country French Mansion, Fare 
tastic 4 channel water view. Large boat 
dock. Super custom 38R 4BA ~ 
$1,395,000. 


Alyse Rankin, Huntington Harbour Ree fo 
ality, 4241 Warner Ave, Huntington 
Beach, 92649, 

213-592-5609 714-846-0641 

















CALIFORNIA DESERT 
Approx 12 Ac at signalled commer- 
cial intersection in Ridgecrest, CA;. 
minutes to. China Lake Naval 
Center, general commercial zoning; 
rapidly growing community, shop- 
ping center and ‘motel across: st, 
$1,725,000. firm (213) 876-1831, 1. 
priv pty. 


















PERSONAL 


THE — |] 
DIPLOMAT HOTEL 
2CHESHAMSTREET . 
BELGRAVIA - 
LONDON SW1X 8 DT 
TEL: 01-235 1544 
TELEX: 941 3498 EXECUT G 
FAX: 259-6153 
Single: £49.95 + VAT 
Double/Twin: £69.95 + VAT 
All rooms with private facilities, col- | 
our television, direct díal telephone, 
hairdryers, coffee and tea makers. 
Substantial breakfast served in 
bedrooms. 















Readers are recommended 
to make appropriate enquiries and 
take apprópriate advice before 
sending any money, incurring any 
expense or entering into a binding 
commitment in relation to an adver- 
tisement. The Far Eastern Econo- 


mic Review shall not be liable to any 
person for.loss or damage incurred 
or suffered as a result of his/her 
accepting or offering to accept an 
invitation contained in any adver- 
tisement published in the Reivew. 








BUSINESS OPPORTUNITY 














Czechoslovak 
Foreign Trade Corporation Motokov 


Invites bids for the supply of IBM compatible bomputers includ- 
ing software destined for the Czechoslovak market. Supplier of 
the computers is expected to cofinter purchase Czechoslovak 
goods, namely tractors, trucks, construction machinery ete., in 
the same value. Further details are available at FTC Motokov, 
Department 142, NA Strzi 63, 140 62 Praha 4, Czechoslovakia 


Closing date of tender-30/6/88 


















THE Fine Art OF FLYING 


by Pavlos 








“The Magic Table". Committed as we are to The Fine Art of Flying, we commissioned the Greek 
artist Pavlos to make his own interpretation of our new concept. Dividing his time between Athens 
and Paris, Pavlos has gained an international reputation for his sensual paper sculptures. And his 
“Magic Table” is the perfect evocation of how it feels to be flying in the lap of luxury: Air France ! 


Sina e 








Coffee, tea or champagne ? 





THE FINE ART © 


Ml OF FYING 
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Fe almost half a km the aqueduct 
cuts its way between the limestone 
hills of Mashan county, a Zhuang 
minority area in central Guangxi pro- 
vince of China's southwest. The 
aqueduct is the biggest in the county, 
and a plaque and graves mark the death 
of 12 peasants who died building it. 

Big as it might be, the aqueduct has 
never carried a drop of water — all the 
water leaks from beneath the wall of the 
reservoir built to feed it. Elsewhere in 
the county, peasants carry water in 
buckets on shoulder poles next to a dry 
irrigation channel. When the channel 
was built in 1972, the stones were laid 
with lime rather than concrete mortar. 
Within two years, the mortar had de- 
teriorated and the water simply seeps 
through the canal sides. 

And the two main irrigation systems 
in Mashan, built in the 1970s at a cost of 
Rmb 70 million (US$25 million) and un- 
told millions of days of 
compulsory labour, now 
operate at less than a 
third of their original de- 
signed capacity, said de- 
puty county magistrate 
Huang Hui. As a youth, 
Huang — who is an 
agronomist and ethnic 
Zhuang — helped to 
build the systems. “We 
made mistakes,” he ex- 
plains. "We didn't realise 
our blood and sweat 
would be wasted." 

Mashan is poor — an- 
nual per capita netincome 
isonly Rmb 143, including 
the value of the grain pea- 
sants grow and eat them- 
selves. Cash income is 
negligible. (The national 
average rural income in 
1987 was Rmb 440.) Ma- 
shan is one of the 271 counties in China 
with an average per capita income below 
the official poverty line of Rmb 200 — 
48 of them are in Guangxi. The county 
receives Rmb 1.4 million in special sub- 
sidies and relief funds each year. 

Water is the key to Mashan's wellbe- 
ing — the water equation is simple. If 
the land is irrigated, it can be planted to 
rice, with yields of 5,000 kg/ha or more 
(some sugar cane is also grown as a cash 
crop on the irrigated fields). On dry 
land only corn (maize) is grown, which 
will yield just 1,500 kg/ha. Only 27,000 
ha — less than 10% of Mashan's land 
area — can be cultivated, of which less 
than half can be planted to wet-rice 
paddy. > 

The average grain yield in Mashan is 
only 1,950 kg/ha. The c@unty imports 
16.5 million kg of grain each year, equal 
to 20% of all the grain it grows or 32 kg 
for every man, woman and child. 

Local irrigation systems, in fact, are 





breaking down all over China. In Shan- 
dong province, nearly 90% of reservoirs 
have fallen into disrepair and a third of 
the irrigation ditches have been de- 
stroyed, the Economic Reference news- 
paper reported on 27 January. 

Mass mobilisation built much of 
China’s present system of reservoirs and 
canals. Irrigated land expanded from 20 
million ha in 1952 to 45 million ha by 
1979 — nearly half China's total culti- 
vated area — at a cost of billions of man- 
days. But in the 1980s, total irrigated 
area has actually declined, and irriga- 
tion projects built as recently as the 
1970s — like those in Mashan — have 
badly deteriorated. 

Some critics blame the rural reforms, 
arguing that basic agricultural infra- 
structure has been neglected under the 
household-based contract-production 
system. They say that individual house- 
holds act only in their immediate eco- 


Aqueduct at Mashan: irrigation is key to cultivation. 


nomic self-interest. Now that communes 
have been eliminated, there is no longer 
any collective organisation capable of 
mobilising manpower to maintain and 
repair irrigation systems. In response, a 
new plan to restore compulsory labour 
brigades wasannouncedlast December. 


ut if Mashan is at all typical — and 
many Chinese agricultural experts 
think it is — the lack of maintenance is 
not the central problem, nor can forced 
labour alone do much to solve it, nor 
does the end of the commune system 
have anything to do with it. The quality 
of many reservoirs, canals and river 
dykes built during the Great Leap For- 
ward (1958-60) and the “10 years of tur- 
moil” during the Cultural Revolution 
(1966-76) is "congenitally defective," 
says the China Urban and Rural Infor- 
mation Journal. 
Mashan's irrigation works were built 
with inadequate funds and materials, in 


the belief that labour could substitute 
for both. This was the "spirit of Dazhai" 
— the commune in north-western 
Shanxi province whose incredible (and 
probably faked) transformation from 
poverty through labour made it the 
model for self-reliant agricultural deve- 
lopment from 1964 until the late 1970s. 
Mao Zedong’s slogan — “In Agricul- 
ture, Learn from Dazhai!" — adorns 
the dry aqueduct in Mashan. bs 

Barely 300 km from Mashan, the 32- 
km Ling canal links the Li River — 
which flows south towards Canton — 

and the Xiang River, 
which flows north 
through Hunan province 
to the Yangtze River. 
Built in the 2nd century 
BC, it still works. 

Mashan and two adja- 
cent counties with similar 
problems have applied 
for assistance from the 
UN World Food Pro- 
gramme (WFP). The pro- 
Ject now under considera- 
tion would repair the 
leaky dam, reline with 
concrete 50 km of main 
and branch irrigation 
channels, and build hun- 
dreds of km of lined 
ditches, new sluice gates 
and culverts. 

If the US$9.3 million 
project is approved. WFP 
will supply Mashan with 

26,435 tonnes of food-for-work grain, 
worth US$4.65 million. The grain will 
be used to support 8.1 million days of 
work by local residents. Guangxi pro- 
vince will provide Rmb 12-13 million in 
counterpart funds, and Mashan county 
itself. will provide Rmb 2.7 million, 
primarily to be used for materials and 
equipment. 

e WFP project would create 3,185 
ha of newly irrigated land in Mashan 
and improve irrigation on 11,175 ha, 
which will increase annual grain produc- 
tion by about 17,000 tonnes, equal to 
slightly more than present annual im- 
ports of grain. 

Even this will hardly make Mashan's 
half million peasants rich. Rural wealth 
in China almost invariably depends on 
rural industries or lucrative sideline pro- 
duction. Mashan has neither. County 
leaders say they will be satisfied if 
Mashan can be taken off the povery list 
within a decade. —JRobert Delfs 





Union Insurance Society of Canton 


Guardian Royal Exchange (Asia) 


Guardian Royal Exchange Assurance 





Hong Kong, Philippines 





Hong Kong 





Singapore 


The history of the Guardian Royal 
Exchange Assurance Group dates back more 
than two centuries. 

It began in London in 1720 with the 
formation of Royal Exchange Assurance, and 
then in 1821 came the Guardian Assurance 
Company. 

Meanwhile, in 1835 the Union Insurance 
Society of Canton was formed in China and 
it also went on to establish a world-wide 
insYrance network. 

he merger of these three companies in 


P.T. Maskapai Asuransi — Union 
Far East, Indonesia 


Royal Exchange Assurance 
Pakistan, Japan 





Union Insurance Society 
of Hong Kong Thailand 


We've been called many names in our time. 





Guardian Assurance 
Hong Kong (Life) 





MALAYSIA 


(Malaysia) Sendirian Berhad 


the 1960's resulted in what is today one of 
the world's largest insurance groups. 
Arising out of these international interests 
GRE (Asia) was formed. Today the Group 
in Asia offers experience, stability and 
commitment to some of the world's most 
rapidly expanding economies. bá 


Es: Hn > 
Royal Exchange 


A good name to insure with. 


Guardian Royal Exchange Assurance 





Guardian Assurance Company 


-- 











CHRIS EVERT IN ACTION 


Wimbledon: 
400,000 spectators, 


800 matches, 7651 new balls. 


One timekeeper. 


The very first Wimbledon tournament of 1877 
was rather different in size and spectacle from the 
event we know today. 

The final of the Mens singles (the only event) 
attracted just 200 spectators, who each paid a 
shilling to watch the proceedings. The total profit 
from the entire Championship was £10. 

Nowadays, around 400,000 pecple pour into 
the grounds to watch the 443 matches in the five 
main Championship events, plus 357 other con- 
tests spread over the 18 courts. 

The All England Club employs upwards of 
7000 people for ancillary duties during the fort- 
night, to supplement the 64 permanent staff. 

All the players have to be looked after. TV 
cameras and commentators must be installed. 

There are people to deal with catering, pro- 


- grammes, transport, and of course, the ever- 





growing demand for tickets. atn 
The end product - the public V 

face of Wimbledon ~ is the pre- ROLEX 
sentation of the best players, in the of Geneva 


AMPIO, 





THE ROLEX WORLD OF WIMBLEDON. 


best possible conditions, producing the 
finest tennis. 

Preparations for next years fort- 
night will have begun before this year's 
finals have been played. 

Detailed planning is obviously of 
paramount importance. More than a 
century of experience, makes sure that 
even in those years when there are 
interruptions from the weather, The 
Championships are still completed on 
time. And in style. 

The Rolex Watch Company of 
Geneva plays a major role at Wimble- 
don. As the official timekeeper. 

On court, Rolex clocks inform specs 
tators of both the time and the duration 
of the match. 

Not only spectators rely on Rolex 
for perfect timing. Many of the world's 
top players choose to wear a Rolex 
Oyster. 

Its tough, rugged construction pro- 
vides more than adequate protection 
for its exact mechanism against the 
power and speed of the modern game. 

Both on and off the courts, Rolex 
always has been, and always will be, part of the 
most famous tennis tournament in the world. 

In fact, Wimbledon wouldnt be Wimbledon 
without Rolex. 








THE ROLEX LADY-DATEJUST CHRONOMETER WITH A DIAMOND-SET DIAL, 
AND THE ROLEX DATEJUST CHRONOMETER. BOTH IN STEEL AND 18CT. GOLD 
WITH MATCHING JUBILEE BRACELETS . 
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S j 5 INDIA: , | i 
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MALAYSIA: 


Lawyers Take Sides 


SOUTH KOREA: 


US Drugs Bust 
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COMMERCIAL k INDUSTRY 
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OUR HEALTH PLAN 
FOR BUSINESS. 

KEEP WARM AND 
GET PLENTY OF REST. 


Business is business. Pleasure is 
pleasure. At Northwest, there 
are times the twain do meet. 

Awards mount faster with our 
WORLDPERKS' frequent flyer 
plan than with any other. 

As few as 20,000 miles will 
earn you a free round-trip 
ticket within Asia—for a 
weekend or as long as you like. 

For a healthy bonus with each 
mile you fly, call Northwest or 
your travel agent. 

It’s smart business. 


‘NORTHWEST AIRLINES 
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BAUME & MERCIER 
GENEVE D 


18K gold and stainless steel editions for men and women. Water-resistant to 99 feet. 






Showrooms & Service Centres: Hong Kong: Shop 15A&8. The Landmark, Queen's Road. Central - 
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Howon earth can 
you book a room 
so far away? 


Just by picking up the phone and dialling your 
nearest Holiday Inn, you can book a room on the other 
side of the world. 

Holidex, Holiday Inn's worldwide room reservation 
service, gives you access to over 365,000 rooms in over 
1,600 hotels around the world. Last year, over 28 million 
people used this convenient service to make travelling 
easier. 

More reasons to choose Holiday Inn first. 


— — — LOCATION * COMFORT * VALUE 


TheWorlds First Choice 


% Yotidoy Sun 


For further information and reservations: 


Contact your travel agent, any Holiday Inn (Worldwide) or our Regional Sales Office, c/o Holiday Inn 
Harbour View Hong Kong, TST PO Box 98468, 70 Mody Road, Kowloon, Hong Kong 
Tel: 3-721516® Telex: HX38670. Cable: INNVIEW. Fax: 3-695672 
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Karachi + Kuala Lumpur + Kuching * Kyoto + Lhasa + Manila + Nagasaki + Narita + New Delhi + 
Osaka * Penang + Phuket + Singapore + Sydney * Tokyo + Toyohashi + Xian * Yokohama 





imperialistic obsession 


Murray Hiebert’s article on the current , 
business climate in Vietnam [REVIEW, 
26 May] ignored a number of significant 
facts. s 
Not only are there 140,000 Vietnam- 


| ese troops in Cambodia and 80,000 in 








Laos, but there are also a million Viet- 
namese civilians sent over the border to 
settle, intermarrying with Cambodians 


| and Laotians, teaching their children to 


speak Vietnamese and, in general, 
gradually turning Cambodia and Laos 
into Vietnamese colonies. 

Meanwhile, back home, the Viet- 
namese Government is keeping 500,000 
political prisoners in more than 150 “re- 
education camps.” 

The question that begs to be asked is 
why, against staggering odds and in the 
face of numerous inhuman hardships 
and probable deaths, some 1.5 million 
Vietnamese “boat people” have staked 
all their possessions and have aban- 
doned family, friends and customs, to 
escape their homeland? To those who 
have made their way out alive, the 
answer is clear: the Vietnamese Gov- 
ernment has formidable military and 
repression programmes, but no clear 
economic programme for the welfare of 
its citizens. 

So, how will Hanoi allocate and 
spend foreign aid? What influence will 
the free world have over this allocation 


| of aid monies? Will it find itself support- 


ing Vietnam’s repression of its people 
and its military and imperialistic obses- 
sions? 

New York 


Tibetan record 


May I get in a belated reply to those, 
like John Ackerly [LETTERS, 25 Feb. ] 
and Robert Barnett [LETTERS, 24 Dec. 
'87], who would “set the record straight” 
on the Tibetan riots late last year. 

Barnett wrote that "the Chinese 
sought to excuse themselves" (for firing 
on children) “by saying that ‘the rioters 
used children’.” Similarly, Ackerly says 
that I have “swallowed the Chinese ver- 
sion of the demonstrations without the 
slightest scepticism,” and adds: “It is ab- 
surd to suggest that women or children 
were used by the demonstrators in any 
way.” Absurd or not, I clearly indicated 
S in my original letter [26 Nov. 
'87]. 
Similarly *absurd" suggestions ap- 
peared the very same week in Asiaweek, 
another publication noted for highly 
sceptical ingestion of Chinese accounts. 
On the other hand, none of the Chinese 
accounts I read mentioned children at 
all. 


Thai Son Pham 


Both writers claim that, in AckerIy v. 


demon- 
| excep- 


words, “the participation in t 
strations by foreigners, with f 
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The right approach. 
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When you work in the 
toughest conditions on 
earth, you choose your 
tools carefully. 





Rock is the natural enemy of machinery, ready to turn the 
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Every day. . 
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tions, was- 
“graphs, providing medical assistance 
and getting our film and written ac- 
counts of the events to the foreign 
press." The foreign press, that is, 
. Asiaweek, reported that foreigners 
threw stones and shook their fists. 


thabwing and gleefully adds that one 
tourist "stoked a fire under a Jeep." 
None of the Chinese accounts gave any 
‘F details. 


1 accusation that the stone-throwing 
<| “nationalists” on holiday are only ready 
to lay down other people's lives. But 


the consequences. 

Ackerly accuses me of "absolute ig- 
norance" in my assessment of the Dalai 
Lama, whom he credits with an *unwav- 
ering belief in non-violence" and a simi- 
lar belief in *democracy and progressive 
reform." Who knows? Myriam Kaye in 
What they are saying at the Yak Restau- 
rant [REVIEW, 19 Nov. '87] quotes a 
Tibetan contra, Jamyang Norbu, as say- 
ing that he has wavered suggestively on 
non-violence in his Tibetan language 





commitment to it in the English-lan- 
guage press. If his belief in non-violence 
| Is so firm, why doesn't he put it before 
his personal comfort abroad and return 
to end the violence personally? 
Canton David Kellogg 


Barbed comments 


Your bad-tempered reply to my letter 

"concerning your cover illustration [16 
June] depicting the European Com- 
munity behind what looked like 
the Berlin Wall, complete with barbed 
wire and guarded by a combat soldier 
armed with an automatic rifle, requires, 
I am afraid, further comment. 

You suggested I pay more attention 
to the content of the article inside about 
"the threat to trade and investment" in- 
side the EC as a result of the single 
European market in 1992, instead of in- 
dulging in “bureaucratic literalism." 

Why? There is no threat to trade and 
investment inside the EC's new single 
market. Ask most Japanese. They are 
busy gearing up to get inside the new 
market at all costs, and they expect to 
find it tougher, not because of EC re- 
strictions, but because of US and Euro- 
pean Free Trade Area competitors also 
scrambling for room. 

* The 1992 exercise is a massive de- 
regulation process. Any restrictions 
against third-country participation in 
the new advantages of any particular 
market sector will.not be new protec- 
tionism, but a reflection of existing pro- 
tectionism or lack of reciprocity in the 
T particular sector in the particular third 









Sa 


ountry concerned. m 
By thy way, what's this "bureaucra- 
tic literalism” stuff? I know you've been 


Barnett helpfully confirms the stone | 


Both writers take exception to my | 


neither writer, and none of the foreign | 
stone throwers, stayed behind to suffer 


~ Sermons, while retaining an unwavering | 


mited to taking photo- | having a hard 
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lately but we are not all stereotypes. As 
a former Guardian reporter and BBC 
World Service commentator, I maintain 
that your cover was outrageous. 
Michael Lake 
Tokyo European Community 
€ Reporters can be bureaucratically lit- 
eral too. Lake's letter confirms the thrust 
of the original cover: that the EC is to in- 
crease protection against the outside 
world while dismantling internal barriers 


— which explains why foreigners are | 


scrambling to get into the fortress now, 
and Asian countries including Japan (as 


noted by its prime minister on his recent |. 
| Singapore 


trip to Europe) are concerned. 


Seow's 'admission' 
In THE WEEK [REVIEW, 16 June], you 


claim that the Singapore Government 
"admitted that it had no evidence that 


| the US had encouraged detained lawyer 


Francis Seow to organise opposition 
candidates for the next general elec- 
tion." 

The Singapore Government made 


no such admission. In his statutory dec- | 


laration of 16 May, Francis Seow admit- 
ted that: 
> In December 1986 Seow had met 


Joe Snyder, a US State Department of- 


| ficial, in Washington, who supported 


and encouraged Seow to contest the 
elections as an opposition candidate, 


| and reinforced this by criticising the 
| Legal 


Profession (Amendment) Act 
and the Newspaper and Printing Presses 
(Amendment) Act. Seow left ashing- 
ton with the impression that if the need 
should ever arise, he had friends in the 
State Department who would help him 
secure asylum in the US. 

» [US diplomat Mason] Hendrickson 
had told Seow that he was the best per- 
son to lead opposition candidates, and 
encouraged him to recruit more young 
professionals to join him in forming a 
more effective opposition in parlia- 
ment. 


What the government has been un- | 


able to determine is whether there was 


| any payment of US Government funds 


to Seow. Seow has repaid loans and 
overdrafts from banks and other finan- 
cial institutions which amounted to 
$$460,535 (US$230.267) at the end of 
1985. Seow says he received S$850,000 
from individuals who are outside 
Singapore and beyond its jurisdiction. 
Seow says he does not know the exact 
whereabouts of five of them, though he 
admits that three are fugitives from the 
law. The Internal Security Depart- 
has therefore not been able to in- 
terview these persons to determine 
whether Seow's statements are true, or 
if not, who were the ultimate originators 
of the funds paid to Seow. 

US Government spokesmen have 
not denied any of the detailed facts in 
Seow's statements, though they claimed 


time with bureaucrats 








| ing Force (IPKF) in Sri Lanka. 










that their diplomats did nothing wrong: 
On 1 June in parliament, the prim 


minister offered to submit the matter to : 
a neutral international panel of three 
experts. If the panel determines that. 
what Hendrickson and the State De- 
partment officials had done were legiti- 
mate diplomatic activities and they had. 
not interfered in the internal affairs of 
Singapore, the PM undertook to with- 
| draw the Singapore Government's pros: 
test and apologise to the US State De- 


partment. 


This proposal has not been accepted... 


The REVIEW did not report any of this. 
Chin Fook Leong 
Press Secretary 

Minister of Home Affairs 





The [STH COLUMN, 2 June] article An 





interview with the young Mr Lee is 
about the finest piece of research and. 


politics. For those in the People's Ac- 
tion Party (PAP) fold who still think 


| journalism I have seen on Singapore - 


that somehow the PAP is right on, or. 


has its reasons for, the recent detentions 
and tortures, be they psychological or 
otherwise, this is certainly compelling 
reading. 


I hope, therefore, that The Straits. 
Times will publish it, with your permis- 


sion, for all Singapore to read, with 
whatever rebuttals or quibbles Lee. 


Kuan Yew will undoubtedly want to 
add. 

For a man who was once against any 
type of detention without trial, even 


under the most benign conditions, to a . 


man who now uses indiscriminate de- 
tention without trial so widely, this is in- 
deed a remarkable conversion. 

By employing such arbitrary powers 
of arrest, detention and torture, the Sin- 
gapore Government is indirectly pro- 
moting the very form of government it 





wishes to avert: for the most hated as- 


pect of a communist state is not the so- 


cialism it preaches, but the totalitarian - 
form it takes, of which detentions and 


tortures are a common feature. 
Singapore ‘Justice for all’ 


By invitation only 


Bernard Wijedoru [LETTERS, 16 June] 
is barking up the wrong tree regarding 
the stationing of the Indian Peace-Keep- 
In the 
first place, if it had not been for the tacit 
approval of Sri Lankan President J. R. 
Jayewardene and his ministerial cohorts 
Gamini Dissanayake and Ronnie de 


Mel, the IPKF could not have landed in* 


Sri Lanka. 

The Liberation Tigers of Tamil 
Eelam did not request the IPKF to fifi 
their war in Sri Lanka. To initiate a rift 
between the Tamils €f India and Sri 


Lanka, it was Jayewardene who invited: 


the IPKF te wallop the Tamil rebels on 
Sri Lankan soil. But his calculation has 
misfired. 


Tokyo * Sachi. Sri Kantha 


| 


i 


i 


| 


| 











L 
-= FAR EASTERN ECONOMIC REVIEW 30 JUNE 1998 


E 


| 











| 
| 
| 
| 































0] 


congratulate a pilot, an 


and a government. ; 


“Captain Subhi Yousef has proven himself 
to be a man of unusual courage and calm.” 


Operating an international airline 
carrying millions of passengers 
demands the highest standards of 
training and many years of 
experience. Inevitably, there are 


occasions when training and 


experience are put to the severest 


test. And it is on such an occasion 
that the world pronounces its 


judgement. 


Every airline in the world risks the 


attentions of terrorists and no 











pilot, airline or nation has suffered 
a more severe test than in recent 


weeks. 


We gratefully acknowledge the 


courage and dedication of Captain 





E Lá pui 
— KUWAIT AIRWAYS 1 


Peter Jennings 
ABC World News Tonight 
United States 


Yousef and his crew but also 
extend our gratitude to Kuwait 
Airways crews everywhere around 
the world for maintaining such 
exemplary standards. We are 


proud of you. 


The world's media has saluted the 
courage and resolution of our 
people and we join them in 
congratulating our pilot and our 
Government for making the world a 


safer place. 
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E bep modern kings helped pioneer the country's 
large-scale financial and industrial development, creat- 
ing, in the process, a huge banking and manufacturing em- 
pire. Today that colossal pool of corporate wealth, which 
includes dominant stakes in Siam Commercial Bank and 
Siam Cement Co., the country’s biggest industrial group, is 
controlled by the Crown Property Bureau. Neither public 
nor private, the bureau mixes business acumen with the so- 
cial concerns of the country’s monarchs. Bangkok bureau 





chief Paisal Sricharatchanya looks at the royal institution’s ie 


Page 60.  coverillustration by Ricky Hui. 


Page 12 

In its bid to oust the country's highest 
judge, the Mahathir administration 
charges that he displayed bias 
against the government in speeches 
and sought to undermine public con- 
fidence in the government. 


Page 12. 
Hongkong decides to lock up Viet- 
namese boat people not deemed true 


———— — 


back by Hanoi — even if ittakes years. 


. | Page 14 

| Anew proposal by the Dalai Lama for 
real autonomy in Tibet is cold-should- 
ered by Peking. 


Page 15 

India's ruling Congress party takes a 
beating in crucial by-elections to par- 
liament and state assemblies. 


Page 18 
Japan offers increased security coop- 
eration to South Korea for the Seoul 
Olympics as the terrorist Japanese 
Red Army shows signs of renewed 
activity. 


Page 28 

The Reagan administration tries to 
force China to abandon its Khmer 
Rouge allies by planting disinforma- 
tion in the media. 











Page 33 

Philippine Vice-President Laurel ac- 
cuses President Aquino of breaking 
an accord on power sharing. 


 Page34 

- Signalling a shift from Japan's pro- 
Arab Migidle East policy, Foreign 
Minister Uno is to visit Israel. 
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refugees, pending their acceptance | 





| 
| 
| 





investments and analyses its philosophy and objectives. 
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Page 48 
Drug company allegations that South 


Korean rivals are stealing ideas | 


prompt the US to threaten retaliation 
against patent violations. 


Page 50 


Peking is likely to push ahead with | 
wide-ranging price reforms while the | 


economy is buoyant and the political 
climate still favourable. 


Page 52 

The world’s tyremaking giants 
strengthen their production bases in 
Asia as they battle for a bigger share 
of the region’s expanding market. 


Page 59 


Indonesia’s creditors increase their | 


aid pledges despite the country’s 
huge and growing international debt. 


Page 64 

Taiwan’s government-backed com- 
puter development institute links up 
with IBM in a bid to boost the local 
software industry. 


Page 64 
Laos drafts a foreign investment code 
as it starts to open its door to foreign 


| businessmen for the first time since 


1975. 


Page 66 
Pakistan plans to offer tax and credit 
incentives in a bid to boost exports 
and will lower much-criticised import 
barriers. 


Page 67 


| Japanese Prime Minister Takeshita 


steals the limelight at the Toronto 
economic summit with a string of ini- 
tiatives on debt, trade and technol- 
ogy. 


Page 68 

Taiwan overtakes the US and Japan 
to become the biggest source of pri- 
vate investment in Philippine indus- 
tries. 
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Malaysia: The judge in the dock 

Refugees: Hard landing place 

| China: Self rule, with a kow-tow 

i India: The moral majority 

| No southern comfort 

|. Communist collectors 

| Holding up under pressure 

| Japan: Restricting the Red Army 

Mongolia: Studying stagnation 

Nepal: Forest politics wn 

| Foreign relations: Media manipulation 

South Pacific: Seeking the centre 
Cocktails for peace 

Pakistan; Legal entanglements 

Japan: Throwing dirt at Mr Clean nose 

| Philippines: Look back in anger 

| Afghanistan: Healing the wounds of war — 

| Diplomacy: Trade grail in Holy Land 
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Violent student protests 

erupt again in Rangoon 

Three months after the last stu- 
dent riots in Rangoon, the Bur- 
mese Government imposed a 
curfew and banned public 
gatherings in the capital follow- 
ang a new outburst of violence 
on 21 June. The riots erupted 
after the authorities closed two 
educational institutions the 


same day. Unlike the March | 


rioting, when dozens of de- 
monstrators were believed kill- 
ed by riot police, this time 
stone-throwing and sword- 
wielding students were on the 
offensive. 

The state radio said one 
protester and five riot police- 
men had died in street clashes, 
though diplomatic observers in 
Rangoon said the police 
casualties might be higher. 

— Paisal Sricharatchanya 


South Korea's chief 

justice resigns 

The chief justice of South 
Korea's Supreme Court, Kim 
Yong Chul, has resigned in 
what may preface the revamp- 
‘ing of a court system largely 
discredited by years of au- 
thoritarian rule. Kim  an- 
nounced his decision on 17 
June after 280 judges signed a 
statement calling for his resig- 
nation and the complete re- 
structuring of the nation's 
judiciary. — John McBeth 


Taipei prosecutor's office 
indicts 93 over riots 

The Taipei District Pro- 
secutor's Office on 16 June in- 
dicted 93 people for their in- 
volvement in the 20 May 
farmers' demonstration which 
turned violent. Included was 
Lin Kuo-hua, an opposition 
Democratic Progressive Party 
(DPP) spokesman who led the 
initial protest. 

The case of Hong Chi- 
chang, a DPP member of the 
national assembly, who police 
have recommended for pro- 
secution for his role in the inci- 
.dent, will be handled sepa- 
rately when he returns from 
overseas. — Jonathan Moore 


Pakistan court nullifies 

restrictive election law 

Pakistan's Suprenft Court has 
struck down as unconstitu- 
tional a law requiring politica 
parties to register with the elec- 
tion commission before being 
able to contest parliamentary 


elections, in a unanimous deci- 
sion on a petition by opposition 
leader Benazir Bhutto. Regis- 
tration was mandated in 
1986 through a parliamentary 
amendment. Opposition par- 
ties will now be able to contest 
general elections promised by 
President Zia-ul Haq before 
August, whether they are held 
on a party or an individual 
basis. — Husain Haqqani 


Sudharmono hints he 

may keep Golkar job 

In arare interview, Indonesian 
Vice-President Sudharmono, 
who is also chairman of the rul- 

















E TEMPO 
| Sudharmono: el 
ing political group Golkar, said 
that under existing party regu- 
lations, he is eligible to stand 
for another five-year term as 
party chairman. There has 
been much speculation over 
whether he will stand down 
from the position so as to re- 
main above party politics when 
the chairmanship is decided at 
the October party congress. 
— Michael Vatikiotis 








Singapore seems headed 
for early elections 

The Singapore Government 
accepted within 24 hours an of- 
ficial panel's recommendations 
for 13 new three-member con- 
stituencies in parliament and 
has opened electoral rolls for 
public inspection for two weeks 
reinforcing speculation 
about an early election. It has 
also extended for one year 
from 20 June detention orders 
against four Internal Security 
Act detainees Kenneth 
Tsang, Teo Suh Lung. Wong 
| Souk Yee and Kevin de Souza 
— but said thev could be re- 
leased earlier ^when they have 
been rehabilitated and no 
longer pose any threat to the 





leased under restrictions. 
— Hamish McDonaid 








security of Singapore.” A fifth | 
detainee, William Yap, was re- | provisions, and for “compara- 
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Australian-New Zealand 
free-trade agreement 
Australia and New Zealand 
have agreed to free all trade in 


goods by 1 July 1990 and to | 


allow almost full free trade in 
services from | January 1989. 
They will begin moves to har- 
monise business law, customs 
and technical barriers to trade, 
and protocols on quarantine. 
The agreement followed 
ministerial meetings in Christ- 
church on 20-21 June. It radi- 
cally extends the scope of a 
1983 agreement on closer eco- 
nomic relations which had en- 
visaged full free trade by 1995. 
However, a full customs union 
has been ruled out. 

— Colin James 


| Awrestructures group to 


beat Australian tax 

Australia-Hongkong media 
and property magnate Sally 
Aw has made a A$64.4 million 


(US$52.4 million) bid for 
minority interests in Ce- 
reus Australia, her publicly 
listed Australian vehicle, 


which controls Cereus News- 
papers (Hongkong) and Sing 
Tao that operate her Hong- 
kong media interests. Aw's 
family company Kargat 
made an offer of A$4.38 a 
share for the 38% of Cereus it 


does not own, compared with | 


the trading price of A$3.50. 
After the independent direc- 
tors recommended against ac- 
cepting the offer, the price rose 
to A$4.65. Aw's privatisation 
move is to help her avoid Aus- 
tralia’s new offshore earnings 
tax rules. — Michael Malik 


US compromises on 
technology pact 

US President Reagan and Ja- 
panese Prime Minister Noboru 
Takeshita signed a new bila- 
teral science and technology 
cooperation agreement in To- 
ronto on 20 June to replace the 
current agreement, which ex- 
pires on 30 June. The US had 
pressed Japan for increased 
security on joint research and 
"symmetrical" access to Japan- 
ese private-sector research in 
return for Japan continuing 
to be allowed access to US uni- 
versity research (REVIEW, 31 
Mar.). The US appears to have 
backed down, settling for a re- 
statement of existing security 


ble" rather than "symmetrical" 
access. — Bob Johnstone 


| 
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Japan to phase out beef 
and orange quotas í 
Japan agreed to phase out beef 
import quotas in three years in 
an agreement reached with€ge 
US on the eve of the Toronto 
Summit. Imports of fresh 
oranges will also be freed after 
a three-year transitional period 
while orange juice quotas will 
be liberalised: after four years. 
The agreement allows Japan to 
raise its beef import tariff to 
70% in the year after quotas 
are abolished, from the present 
level. of 25% , and then reduce 
it to 50% in the third year. 
Further tariff cuts may be ag- 
reed during the Uruguay 
Round of Gatt negotiations. 

— Charles Smith 


Taiwan approves first 
foreign brokerage licence 
Taiwan’s Securities and Ex- 
change Commission has 
granted the Hongkong-based 
merchant banking group Jar- 
dine Fleming Holdings a li- 
cence to set up a joint-venture 
securities firm, Integrated Sec- 
urities House (ISH). ISH is the 
first firm with a large foreign 
shareholding to receive gov- 
ernment permission to seek a 
seat on the Taiwan Stock Ex- 
change. Jardine Fleming will 
be the largest shareholder, 
with the government-owned 
Bank of Communications and 
First Commercial Bank as the 
othertwoprincipals. Other Tai- 
wan and foreign firms will have 
minority holdings. Initial paid- 
up capital will be NT$1 billion 
(US$273 million). 

— A Correspondent 


Malaysian banks cut 
lending rates 

The Association of Banks in 
Malaysia has agreed to reduce 
the base lending rate (BLR) by 
half a point to 7%., from 1 July. 
The two leading banks, 
Malayan Banking and Bank 
Bumiputra, will cut their BLR 
by a quarter of a point to 
6.75% . Recently, the governor 
of the central bank and the fi- 
nance minister have said the 
margin of at least five percen- 
tage points between bank de» 
posit and lending rates was far 
too high. Association chairman 
Tan Sri Datuk Basir Ismail de- 
nied the cut was the result of 
governmeht pressure. Other 
association members said that 
the high margin was necessary 
to bear the cost of bad loans 


Me 











and noted that the BLR was at -4- 


its lowest level for 20years. 
— Nick Seaward 
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MOVING AHEAD OF TIME 


Some Vietnamese units stationed in 


preparations for a large-scale 
pyliback weeks before the 26 May 
Hanoi announcement that it would 

| withdraw 50,000 troops from 

...]. Cambodia by the end of the year. A 

| 180-truck convoy left Sisophon town 
-| not far from the Thai border early the 
| same month, carrying mostly 

| personal belongings and non-military 
supplies, which are believed to have 
been shipped back to Vietnam 

through the waterways via the Tonle 
Sap. However, there was no 
movement of military hardware. 


+ STANDBY LIQUIDITY 


The Philippines is likely to receive 
additional standby loan facilities from 
the IMF when its existing facilities 
expire in August. The IMF is pleased 
with the way in which Manila has 
fulfilled its conditionality obligations 
under the existing standby facilities. 
The Philippines’ performance in 
meeting these criteria contrasts 
favourably with that of major Latin 
American countries, which have been 
delinquent both in meeting 
conditionality requirements and in 
making repayments of IMF loans. 


PRIVATISING PAL 
A plan funded by the Asian 
Development Bank (ADB) to 
rivatise Philippine Airlines (PAL) 
das advanced another step with the 








* western Cambodia apparently started | 
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| the ADB, PAL and the Philippine 
| Government Service Insurance 

| System (the government entity 

| local firm, Carlos J. Valdes & Co., 


| bank and the international 


selection of three consultants to 
prepare a US$350,000 study. whose 
results are not expected before March 
next year. A committee comprising 


owning PAL) in mid-June chose a 


together with N. M. Rothschild 


accountancy firm Coopers & 





Lybrand. 

ALMOST FORGIVEN 
2 Chinese leader 
$ Deng Xiaoping 
3 recently asked 
; former party 





general secretary 
Hu Yaobangto | 
return to work, 
but Hu demanded | 
that all his ideas 
on political 
reform be 
implemented 
first. Hu also said that he wanted to be 
reinstated as party general secretary 
or at least given some sort of “real” 
job. Hu was renamed a member of the 
central committee politburo last 
November, but has no specific tasks 
or responsibilities and has not made 
any speeches or written any articles 
since his forced resignation as 
general secretary in January 1987. 

"If you don't agree," Hu reportedly 











told his former mentor, “I'll 


just go back home and read 
books.” 


AGREEING TO DIFFER 


Australian Foreign Minister Bill 
Hayden’s remark in Manila in late 
April that the Soviet navy had 
curtailed its activities in the Pacific . 
Ocean area by half, caused 
considerable unhappiness in : 
Washington as the timing and place 
of the comment tended to give i 
ammunition to the anti-bases lobby. 
However, since then Adm. Ronald 
Hayes, commander of the US forces 
in the Pacific, and Hayden have 
exchanged letters in an attempt to 
clarify the remark. The US maintains 
that while the Soviets have cut down: 
their sailing time, particularly in the — 
Indian Ocean, there has not been any 
significant diminution in their 
deployment in the Pacific. Both, 
however, have agreed not to pursue. 
their differing interpretations of the 
Soviet role. 


WHAT ARE FRIENDS FOR? 

Sri Lanka, which maintains a low- 
profile relationship with Israel — 
both for domestic and international 
reasons — is the biggest recipient in 
Asia of Israeli technical assistance 
and the third largest globally. Last 
year, 64 Sri Lankans, mostly 
government officials, took courses in 
Israel. The same year, five teams of... 














HTHE WEEK 


Israeli experts visited Sri Lanka on a 





BURMA 

Students at the Rangoon Arts and 
Science University demonstrated for the re- 
lease of hundreds of jailed colleagues and for 
permission to set up a student union, it was 
reported (17 June. The government im- 
posed a curfew and banned public gatherings 
in Rangoon after at least six people were kill- 
ed in roving street battles between thousands 
of student protesters and riot police (27 
June). 


CHINA 

|<. Six people arrested for the killing of a Pe- 
| king University student, which sparked off 
| unrest on campus, went on trial (78 June). 


HONGKONG 

The United Nations High Commissioner 
for Refugees led international criticism over 
Hongkong's policy of treating all Vietnam- 
€se boat people as illegal immigrants unless 
they can prove they are genuine refugees (15 











pers on to a New York-bound flight, police 
said (15 June). At least 17 people were killed 
and 72 injured when two bombs planted by 
Sikh militants went off near the Golden 
Temple in Amritsar (27 June). 


MACAU 

Portugal's President Mario Soares sacked 
Macau's under-secretary for the administra- 
tion and justice, Jose Antonio Barrieros, for 
his involvement in the affair concerning the 
local TV station (77 June). 


PAKISTAN 

President Zia-ul Haq decreed that the ls- 
lamic legal code of Sharia will be Pakistan's 
supreme law (J6 June) The Supreme Court 
overturned a law enacted by the government 
that could have barred major opposition par- 
ties from taking part in elections (27 June). 


SINGAPORE 


Two leading opposition politicians of the 











short- and long-term projects. 

one of the former political prisoners re» 
arrested on 19 April, was freed but four 
others had their sentences extended by one 
year (19 June). 


SOUTH KOREA 
The chief justice of the Supreme Court. 
decided to resign amid calls by nearly 260 
judges for judicial reforms to restore inde- 
pendence and public confidence. Police said 
they arrested six students trying to attack 
former president Chun Doo Hwan's- home 
with firebombs (76 June). Riot police fought 
hundreds of anti-government protesters 
trying to march on Chun'shome demandin 
be punished for alleged corruption (7 9June) 


THAILAND A 
Vietnamese Foreign Minister Nguyen Co 
Thach met his Thai counterpart Sidfh 
Savetsila in Bangkok for discussions. 
Cambodia (17 June). e ; 






















June). Workers’ Party, J. B. Jeyaretnam and Wong | VIETNAM ^ e 
T Hong Toy, were convicted of providing The communist party expelled more than |... 
INDIA unauthorised entertainment by making | 500 members in one province for embezzle- T 
A retired Indian Navy officer was ar- | speeches at the opening of the party office in | ment and other violations, it was reported * 
rested: while trying to smuggle classified pa- January last year (15 June). William Yap. | (20 June). F 
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By Suhaini Aznam in Kuala Lumpur 


he Malaysian Government has ac- 
cused its Lord President of the Su- 
preme Court, Tun Mohamad Salleh 
Abas, of prejudice against the govern- 
ment, undermining public confidence in 





















f from the highest judicial office in the 
land. The list of alleged misdeeds has 
expanded since Prime Minister Datuk 
Seri Mahathir Mohamad said only on 31 
May that Salleh had offended the 
king in a letter. 

The catalogue of charges, issued on 
21 June in a 12-page complaint sheet 
drafted by Attorney General Tan Sri 
Abu Talib Othman, covers speeches 
Salleh made last year and even state- 
“ments issued after he was suspended 
from office on 26 May. Salleh's conduct 
“has clearly shown lack of dignity, judi- 
cial propriety and impartiality expected 
of a Lord President" thus making him 
unable to "discharge the functions of 
the office," read the complaint sheet. 





king is to sit on 27 June to determine 
whether Salleh ought to be sacked for 
‘misbehaviour. 
Apart from the complaint that in 
‘March he had written to the king and 






» REFUGEES 











Jongkong, which relative to popula- 
tion generates more refugees from 
encroaching communism than any- 
where else, is getting tough with Viet- 
namese boat people. Caught between a 
revived boat people influx and a lower 
rate of resettlement, the Hongkong 
Government has begun treating all in- 
coming boat people as illegal immi- 
E grants unless they can prove they are 
of genuine refugees. 
my All arrivals will be screened, and 
those classified as illegal immigrants, in- 
cluding children, will be detained pend- 
ing Tepatriation to Vietnam whenever it 
- becomes possible. 
|. The new polic? was announced by 
: Chief Secretary Sir David Ford on 15 
| June and immediately came fhto effect 
the. following day. For the time being, 
those deemed refugees will be kept in 
“closed” centres with ‘others who ar- 





XEGIONAL AFFAIRS - 


Government lists examples of ‘bias’ by Supreme Court head 


The judge in the dock | 


it and trying to politicise his suspension *| 


The six-man tribunal appointed by the | 


nine rulers of Malaysia's states in de- 
fence of criticism of the judiciary, the 
government has alleged that in two 
speeches, at the University of Malaya 
last August and at a book launch in Jan- 
uary, Salleh “displayed bias and pre- 
judice" against the government and 
"sought to undermine public confidence 
in the government's administration" by 
imputing that the government had no 
respect for the law and interfered with 
the independence of the judiciary. 

It also said that Salleh's statements 
to the press since his suspension “con- 
tained untruths . . . calculated to politi- 
cise the issues between the government 
and yourself [Salleh] and to further dis- 
credit the government." Salleh had said 
that Mahathir complained that he had 


through the courts involving Mahathir's 
party. Mahathir has denied this vigor- 
ously. 

Salleh's allegation, the complaint 
sheet said, was an attempt to "turn the 
subject of your early retirement into a 
political issue." Moreover, it added, 
Salleh's vacillations between wanting to 
retire and changing his mind in the days 
after his 27 May meeting with Mahathir 





Hard landing place 


Hongkong screens out 'economic migrants' from boat-people 


|. By Emily Lau and Tai Ming Cheung in Hongkong 


| rived before the cut-off date to await re- 
settlement abroad. Ford said most of 
the arrivals are no longer refugees but 
“simply people seeking a better life.” 
Hongkong would not contemplate 
pushing or towing boats back to sea. 
The refugee “burden” clearly has 
been useful for British authorities and 
local politicians in the law-making 
Legislative Council (Legco) as a diver- 
sionary tactic in the face of mounting con- 
cern about the territory’s return to China 
in 1997 (REVIEW, 12 May). Blown up 
out of all proportion, the alleged refugee 
crisis has allowed London to pretend it 
is doing something for Hongkong and 
has given Legco an illusion of influence. 
In fact, the numbers arriving are still 
| dwarfed by Hongkong's own emigra- 
tion (estimated at 60,000 a year). The 
HK$254 million (US$32.6 million) a 
year cost of the refugee's upkeep — of 











| shown partiality in cases now going | 
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"cannot but raise doubts as to your abil- 
ity to make a firm decision and act upon 
it which is required of a judge." 

Two other charges were mentioned: | 
that by suggesting in a speech that the 
Islamic legal system be adopted it could 
have caused "fear and consternation" 
among the non-Muslim population and 
that he adjourned indefinitely the ap- 
peal of a case involving a minor’s con- 
version from Buddhism to Islam. (The 
High Court had ruled in favour of the 
religious officer involved in the conver- 
sion and when it was due to come before 
the Supreme Court, Salleh, a devout 
Muslim with apparent strong views on 
the matter, disqualified himself from 
hearing it, and dates for the appeal 
were postponed many times at the 
request of the court or either counsel.) 





A: for the letter to the king, appa- 
rently a brief and polite account, 
the complaint sheet said it contained 
several false remarks, B NOE Salleh's 
claim that he was writing on behalf of all 
Malaysian judges whereas he had not 
consulted all of them. (The letter. was 
drafted after a meeting with some 20 
judges on 25 March.) 


















which 20% is shouldered by the United 
Nations High Commissioner for Re- 
fugees (UNHCR) — is likewise puny 
alongside the government funds de- 
voted to mismanaged banks and capital- 
ists in distress, many with friends in 
Legco if not actually members them- 
selves. 

About 200 boat people arrived in 
Hongkong a day in the first half of June, 
bringing this year’s arrivals to 8,000. 
More than 16,000 boat people are now 
in Hongkong, of whom 3,700 have been 
here for more than three years. Only 
1,000 have been resettled this year. 
Ford said resettlement countries are less 
willing to take boat people, particu- 
larly ethnic Vietnamese who now com- 
prise all but 1% of arrivals, though 
just after the 1979 Sino-Vietnamese 
war a high proportion of arrivals. in 
Hongkong were ethnic Chinese: from 
the north. The government denied that 
the changed racial composition. has 
anything to do with its switch in policy. 

The timing of Hongkong's action has 
worried the UNHCR, which warned 
that the unilateral decision “could seri- . 
ously compromise the collective efforts. {` 
to reach a coordinated solutidn.” This 
includes UNHCR's own attempts to get 
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|. oo The letter- ex- 
“pressed distress at 

ahathir's com- 
ments and allega- 
tions against the 
* judiciary in and out 
of parhament and, 
as the complaint 
sheet, was “there- 
fore likely to give 
rise to misun- 
derstanding be- 
tween the rulers 
and . [Maha- 
thir] and could 
have adversely af- 
fected [their] good 
relations." The 





Supreme Court: ‘bias and prejudice.’ 











R;PETER RORLAGH 


people cannot 
choose who they 
wish to be judged by. 


Among the 
judges who attended 
the 25 March meet- 
ing was the Chief 
Justice of Malaya, 
Tan Sn Abdul 
Hamid Omar, who 
will chair the tri- 
bunal. The Bar 
Council felt that 
since Hamid would 
most probably suc- 
ceed Salleh if the tri- 
bunal recommends 





king, it said, ac- 
cordingly asked that action be taken. 
Meanwhile, criticism of the tri- 
bunal’s composition has escalated. The 
Malaysian Bar Council has asked that 
the entire matter be referred to the Con- 
ference of Rulers, whose consent was 
needed for Salleh’s appointment in the 
first place. Government legal sources, 
however, say that while judicial ap- 
pointments may be made by the king 
with the concurrence of his brother rul- 
ers, the king alone, acting on a tri- 
bunal's advice, decides on dismissals. 
In the event that a tribunal hearing 
De on, the Bar Council hoped that the 
ing would reconstitute its members 
and hold the hearing in public "in the in- 
terest of justice being done and being 
publicly seen to be done," it said after 
an extraordinary general meeting on 18 
June attended by 751 out of its 2,500 
members. Such hopes appear slim. 


Hanoi to take back eco- 
nomic migrants. 
UNHCR sources said a 
Vietnamese ministerial REFUGEE 
delegation was in ASSISTANCE 
Geneva in early June  WASANAR 
and agreed to study pro- 
posals which Hanoi pre- 
viously rejected. 


he UNHCR mission 
chief in Hongkong, 
Fazul Karim, said 
Hongkong's decision to 
screen does not consti- 
tute a new policy, but 
only a shift from prime 
facies to individual deter- 
mination of refugee 
estatus. "The primary 
concern of UNHCR is for the genuine 
refugee, and in this respect Hongkong's 
policy has not changed, as it will still let 
these asylum-seekers in," he said. 
UNHCR may therefore consider eco- 
-nomic migrants outside its area of direct 
| «responsibility, and could refuse to con- 
{tribute costs to maintaining them — 
1$ which would be a blow to local attempts 
to palm dff the bill. 
“<= Government officials and Legco 


. 











dismissal, he should 


have stood down (Hamid has replied 
that disobedience to the king’s com- 
mand would be an act of disloyalty). 


Of the other members of the tri- 
bunal, the Bar Council said the Speaker 
of the Lower House, Tan Sri Mohamed 
Zahir Ismail, an Umno MP from 1964- 


69, had presided at the parliamentary 


sitting where Mahathir had “made 
those scurrilous attacks on the judi- 
ciary.” 

A third appointee, Tan Sri Abdul 
Aziz Zain resigned as a judge 17 years 
ago at the age of 49 after only serving a 
year in the then Federal Court, now re- 
named the Supreme Court. He is now a 

ractising lawyer and has “extensive 
usiness interests,” noted the Bar 
Council. (Furthermore, Aziz and his 
wife are associated with two companies 
now facing allegations of fraud in the 
Penang High Court.) 


HONGKONG LEGISLATIVE COUNCIL 





JL ER WHO, d 
THERE. A 
Tous? 





members said the UNHCR is being un- 
fair to Hongkong because in other coun- 
tries of first asylum the UN pays for al- 
most all the cost, even in Thailand 
where refugees are classified as dis- 
placed persons. UNHCR has a policy 
not to fund closed camps, which is what 
Hongkong’s centres are, but as Legco 


member Rita Fan said: “We cannot see | 


the difference between Hongkong’s 
closed centres and those in Thailand.” 


Mahathir has said 


i'man, would probably be givent 
i ing vote. 


| implying that one or more persons had 


| against Salleh. "If what is stated in the 














One of two foreign appointees, S 
gapore Supreme Court judge T. S. Sin 
nathuray, ranks below Salleh, the Bar. 
Council noted. It therefore urged. 
Hamid, Chief Justice of Borneo Tan Sri 
Lee Hun Hoe, Zahir, Aziz and Sin- 
nathuray to withdraw from the tribunal. 
The Bar Council made no mention of 
the tribunal’s last member, Sri Lanka 
Chief Justice K. A. P. Ranasinghe. 
Among its eight resolutions, the Bar 
Council also urged that the tribunal 
comprise an odd number instead of the 
present six “to remove the possibility of 
the use of a casting vote to reach a deci- 
sion." In case of a tie, Hamid, as chair- -i 
hat cast- 
More pointedly, the Bar Council. 
also voiced its concerns about the “seri- 
ous and material discrepancies" be- 


| tween Mahathir's statement that the. 
| King had asked for Salleh's removal, 
| and Salleh's that he was accused of par- 
| tiality in court cases involving Umno. 


Counsel for Salleh, Raja Aziz Ad- 
druse, said that the preamble to the 
complaints sent to Salleh later men- 
tioned that representations were made, 


approached the King with complaints 


charges is true, then the statement [by 
Mahathir on 31 May] has been sadly 
lacking in candour,” said Aziz. 

Whether or not the tribunal will 
allow Aziz or a Queen's Counsel to ap- 
pear before it remains to be seen, 
though Anthony Paul Lester QC was 
admitted to the Malaysian Bar on 21 
June for that purpose. u 






The burden could be im- 
mediately cut to no- 
thing, of course, if boat 
people were allowed out 
to work in Hongkong — 
whose booming econ- 
omy is short of unskilled 
labour. 

Screening was due to 
start around 22 June, 
once the government 
had turned the present 
Hei Ling Chau refugee 
closed camp into a high- 
security detention 
centre. It will be man- 
ned by the Correctional 


Services Department 
(CSD), formerly the 
Prisons Department. 


Unlike closed camps which are also run 
by the CSD, no voluntary agencies will 
be allowed to provide welfare or educa- 
tional services in the centre. pi 
Authorities promise conditions will 
be humane, but refufe to discuss details 


: in order to maintain a deterrent. Critics 


wonder h8w warders will maintain dis- 
cipline. what punishments would follow 
escape attempts and what educational 
and recreational facilities will be pro- 
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vided for children who face years of vir- 
tual prison-camp life. About 30%. of 
Hongkong's 16,000 boat people are 
under the age of 16. 

The government's refugee coor- 
dinator, Nigel French, said the screen- 
ing would be done by officers from the 
Immigration Department and would fol- 
| low UN guidelines. To show that they 

-are refugees, the boat people would 
have to prove that they left Vietnam be- 
cause of a “well-founded fear of perse- 





CHINA 


cution on grounds of race, religion, na- 
tionality or membership of a particular 
social or political grouping,” as stated in 
the 1951 UN convention on status of 
refugees. Those who have relatives 
abroad but are considered economic 
migrants will still be denied refugee 
status: they should have applied for 
legal emigration through the Orderly 
Departure Programme, which allows 
10,000 Vietnamese to leave Vietnam 
each year. 





Self rule, with a kow-tow 


The Dalai Lama makes concessions to Peking on Tibet 


By Robert Deifs in Peking 


ibet's God-King in exile, the Dalai 
Lama, has announced a proposal 
under which the Chinese Government 
would remain responsible for Tibet's 
.. foreign policy and retain for a period of 
time the right to maintain troops. 
^^ In an address distributed to the 
members of the European Parliament in 
Strasbourg on 15 June, he proposed that 
the whole of Tibet — including large 
areas of the present-day Qinghai, Si- 
chuan and Xinjiang as well as the Tibet- 
. an Autonomous Region — should be- 
. come a self-governing democratic poli- 
; tical entity “in association” with China. 
China "could remain responsible for 
` Tibet's foreign policy," but “the govern- 
¿ment of Tibet should . . . develop and 
maintain relations . . . in the fields of 
"religion, commerce, education, culture, 
ș tourism, science, sports and other non- 
political activities," the Dalai Lama 
said, adding that the government of 
Tibet would have the right to decide on 
-all affairs relating to Tibet and Tibetans. 

In effect, the Tibetan leader has call- 
ed for “one country, two systems,” a 
formula which has a curious re- 
semblance to the policy Peking has 
adopted on Hongkong. China's stance 
on Hongkong has largely been dictated 
by the latter's status as a thriving free 
port, financial centre and China's win- 
dow on the outside world. But Tibet, 
which comprises a quarter of China's 
land mass, is another matter. It is domi- 
nated by a restive ethnic minority, and 
has security implications because of its 
land borders with India. 

The Tibetan leader also called for a 
regional peace conference to ensure the 
“demilitarisation and neutralisation” of 
Tibet. Until this is achieved, however, 
“Cħina could have the right to maintain 
a restricted number of military installa- 
tions in Tibet" whfth must be "solely for 
defence purposes." 

China has so far made no Official re- 
sponse to the proposal, but a Foreign 
Ministry spokesman stated on 16 June 
that China opposed "foreign organisa- 








tions and individuals which provide sup- 
port of any kind to the Dalai Lama's ac- 
tivities aimed at undermining China's 
territorial integrity.” 

The Dalai Lama said he was aware 
that “many Tibetans will be disap- 
pointed by the moderate stand the [pro- 
posals] represent," and some militant 
Tibetan exiles have already criticised 
the speech. “Nobody has the right to 
give up the struggle for Tibetan inde- 
pendence," Lhabsang Tsering, presi- 
dent of Tibetan Youth Congress 
(TYC), said in Zurich. But Tsering re- 
portedly said that the TYC does not yet 
have the means to esca- 
late Tibetan resistance 
into an armed struggle. | 

There are precedents 
for the new relationship 
the Dalai Lama has 
proposed, which resem- 
bles in some respects the 
relationship between 
Tibet and the Manchu 
(Qing) court in the late 
18th and 19th centuries. 
After Manchu troops 
were sent to defend 
Tibet against a Nepalese | 
invasion in 1788-92, 
Manchu garrisons were 
stationed in Tibet and 
the emperor's resident 
representatives — (am- 








made by a chief immigration officer, 











alai Lama: precedents. 











* “The decision to classify boat people, 
as illegal immigrants or refugees will be 


French said. Those who disagree with 
the ruling will have 14 days to appeal to 
the director of immigration, who may‘ 
review and overturn the decision. The 
ultimate arbiter is the Executive Cogn- 
cil, the highest policymaking body. 
French said UN officials can observe the 
screening interviews and help illegal im- 
migrants to lodge appeals. 











dress recapitulates what diplomats say 
has been the Tibetan position in private 
meetings with Peking since late 1986, 
when Takla again visited Peking: that 
the Tibetan people must have a voice in 
determining their political future, and 
there must be an international “person- 
ality” for Tibet (though not necessarily 
absolute sovereignty), demilitarisation 1 
and the ending of Han immigration. 

These positions were further elabo- 
rated in September-October 1987 dur- 
ing a visit to Peking by the Gyalo Thon- 
dup, the Dalai Lama's younger brother; 
which coincided with the Dalai Lama’s’ | 
announcement of a peace plan for Tibet 
in Washington and riots for Tibetan in- 
dependence in Lhasa. It is not clear, 
however, whether the Dalai Lama's 
representatives explicitly discussed ced- 
ing to China control of foreign affairs or 
the right to station troops. 

China's internal political struggle in 
late 1986 and the subsequent resignation 
of general secretary Hu 
Yaobang made any posi- 
tiveconsiderationofthese 
proposals unlikely. The 
Tibetans understood Hu 
to be the main propo- 
nent of conciliatory 
policies towards Tibet 
within the Chinese 
leadership. 

In 1979, Deng Xiao- 
ping reportedly told 
Gyalo Thondup that 
everything was negoti- 
able except Tibetan in- 
dependence and sove- 
reignty, and similar sen- 
timents have been pri- 
vately expressed to for- 
eign dignitaries, dip- 
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bans) were empowered —— 
to exercise control over Tibet's external 
affairs. In this respect, members of the 
Dalai Lama's staff also mention Bhu- 
tan, Puerto Rico and some Pacific Is- 
land protectorates. 

During private talks in Peking in 
1982, a delegation headed by Phuntsok 
Takla, the Dalai Lama's brother-in-law, 
reportedly proposed a “one China, two 
systems" solution for Tibet along the 
lines of Marshal Ye Jianying’s 1 Oc- 
tober 1981 offer to Taiwan. This implied 
a significant qualification of Tibetan 
sovereignty, but China rejected it. 

The proposal in the Strasbourg ad- 
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lomats say. But since 
1981, when Hu met Gyalo Thondup and 
put forward “five points” for the Dalai 
Lama’s return, Peking has consistently 
framed the issue in private talks as ae 
question of the terms under which the 
Dalai Lama could return to Tibet. 

By going public with these elements 
of their negotiating position, the Dalai 
Lama is trying to force the Chinese 
either to live up to their private offers of 
flexibility or to back down, diplomats 
say. China may agree to discuss the. 
Dalai Lama's offer in further private | 
meetings, but is unlikely to agree to for- 
mal public negotiations. k u 
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„last year after attempting to in- 
“vestigate allegations of corrup- 








E ByJlajendra Sareen in New Delhi 


he massive win by former cabinet 
"minister turned moral crusader 


_| V. P. Singh in a 16 June by-election has 
“| robbed the ruling Congress party of a 
“b-seat in the Lok Sabha — the lower 
] house of parliament — and damaged 


the credibility of Prime Minister Rajiv 
Gandhi. Although Gandhi had declared 
that the seat in Allahabad had to be won 
*atall costs,” the Congress’ strategy was 
poorly conceived and some hold him re- 
sponsible for its campaign transgres- 
sions. 

Congress won two of five Lok Sabha 
and five of 10 state assembly by-elec- 
tions held simultaneously. It trails in 
counting for another seat and a re-poll 
has been ordered for one other 
seat in the Lok Sabha. The re- 
sults of one state assembly seat 
have been held up. Gandhi has 
said his party is satisfied with 
the results, but Singh has de- 
scribed the Allahabad poll as a 











| The moral majority 


'Naive Congress loses election to a rebel crusader 


68,836 by the leader of the Bahujan 
Samaj Party which champions the poor. 

Singh's campaign focused on Gan- 
dhi, though in keeping with tradition 
the prime minister did not campaign 
and kept aloof from the by-election. 

Singh's supporters made much of the 
Bofors gun scandal — in which an arms 
deal negotiated by the Indian and the 
Swedish governments had resulted in a 
US$16 million commission being paid 
into the Swiss bank account of an Indian 
middleman, though the two sides had 
agreed that there would be no middle- 
men in the deal. Singh's followers 
erected a “Bofors gate" in Allahabad, 
harking back to the 1970s Watergate 





“referendum” on  Gandhi's 
performance, and the Janata 
party leader Ramakrishna 
Hegde has said it is a vindica- 
tion of Singh’s “emphasis on 
pre politics and clean 
public life. 

Singh, a former finance and 
defence ‘minister in. Gandhi's 
cabinet, was forced to resign 


tion involving the purchase of 
weapons from foreign coun- 
tries. Another reason for 
Singh's resignation was his re- 
lentless pursuit of rich Indians 
who have acquired undeclared 
wealth. He created a Jan 
Morcha, or people's move- 
ment, which he said was more a social- 
reform movement than a political party. 

There had been some doubt that he 
was going to stand for election in Al- 
lahabad. He had said he would only if 
the Congress put up film actor Amitabh 
Bachchan, a personal friend of Gan- 
dhi's, who had resigned the seat in the 
wake of allegations that he had illegally 
massed wealth abroad. 

The Congress tried to out-man- 
oeuvre him by refusing to pick its candi- 
date until Singh had committed himself 
to stand. Then, it named Sunil Shastri, 


. the son of a respected former prime 


minister. Congress general secretary 
Ghulam Nabi Azad claimed that Singh 


| had been trapped and that he would be 
: humiliated and destroyed. The opposite 


happened Singh went on to poll 
20 +167 votes to Shastri's 92,221 and 


2 








scandal in the US. They also trooped 
around the streets in a “Bofors van” 
with a wooden replica of the Bofors gun 
mounted on it, Another telling opposi- 
tion ploy was a campaign float ope 


a wooden submarine to remind the vot- 

ers of yet another scandal involving the 
urchase of West German submarines 
y the Defence Ministry. 


he Congress suffered primarily be- 


cause of its strategy of attempting to | 
| shocked the ruling party and the party 


mobilise support on a caste and com- 
munal basis — a strategy it used in the 
Haryana state assembly polls last year 
when its cobbling together of caste lead- 
ers ended with its being routed. 
This time it went further, trying to 
play on the emotions of devout Hindus 
y getting Arun Govil, who plays Lord 
Rama, the god of virtue, in a popular 


TV serial t on [ihe Ramáyana, (o cam 











paign for them. He depicted the elec- 
tion as a religious war with the Congress 
on the side of right and justice, and 
promised his “blessing” to those who 


voted for the party. The tactic turned 


out to be totally naive. 

The Congress fared badly as a whole 
in the Lok Sabha polls where, apart 
from the Allahabad seat, it was also 
ousted in the Sirsa seat in Haryana by 
the Lok Dal and trailed behind another 
opposition candidate in the Udhampur | 
seat in Jammu and Kashmir. It only re~, 
tained the Pali seat in Rajasthan aud the 
Tura seat in Meghalaya. 
- The opposition's jubilation at the 
perceived humbling of the Congress - 


should be tempered by the fact that in 


the by-elections for state assemblies, 
spread over Uttar Pradesh, Haryana, 
Gujarat, Rajasthan, and Jammu and 
Kashmir, the ruling party retained two 
seats, snatched one each from the 
Bharatiya Janata Party (BJP) in Rajas- 
than, the Communist Party of India- 
Marxist in West Bengal and the 
Janata in. Gujarat. It. was 
ousted from two other seats by 
the BJP and the Lok Dal. This . 
was a reversal of previous pe 
when the Congress swept Lok 
Sabha elections in Decembe 
1984 but did not fare as wi 
the state assembly polls three | 
months later. 

Singh himself has some 
hard decisions to make. It is 
unlikely that the many opposi- 
tion parties will be able eh 
an alliance against the Con- 
gress that will last until next 
year when the general election 
is due, and to get some mea- 
sure of unity he will have to 
abandon his stance of skirting 
round hard political choices by 
adopting a loose platform of 
undefined moral issues. : 

During the Allahabad cam- 
paign he found that getting the 
support of some well known 
people in a bid to woo Muslim 
voters resulted in estrangement with a 
founder member of the Jan Morcha, 
Arif Mohammed Khan, a former minis- 
ter who resigned in 1986 on the issue of 
the government surrender on Muslim 
women’s rights. Unless Singh can put 
together a workable policy acceptable 
across the board, it is highly doubtful 
that the opposi will be able to con- 
front the Congress as united as it did in 
Allahabad. 

The results of the by-elections have 


leadership in several states is expected 
to come under severe scrutiny. Gandhi 
will have to act quickl¢ to reorganise his 
party if he is to stave off restive veteran 
political leeders whom he has sidelined 
so far. How he plays his cards at this 
juncture could be critical to his political 
future. H 
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No southern comfort 


The Congress battles the opposition in Dravidian areas 


By Salamat Ali in Bangalore 


pos Prime Minister Rajiv Gandhi 
is under considerable pressure to 
bring southern India back into the fold 
of the ruling Congress party. Of the four 
south Indian states, Karnataka, Andhra 
Pradesh and Kerala are governed by op- 
.position parties, and Tamil Nadu — 
now under presidential rule — is to 
go to the polls in the next month or 
so. 

For some time, the opposition ma 
ties have been apprehensive that New 
Delhi will use all its massive clout — in- 
cluding central intelligence agencies, fi- 
nancial institutions and the official radio 
and TV — to destabilise the southern 
state governments. So the rulers of 
these states have been fighting 
back. 

Andhra Pradhesh Chief Minister N. 
T. Rama Rao has retained his rural sup- 
port through a variety of populist 
policies. Despite being under pressure 
of persistent corruption charges levelled 
by Congress leaders at New Delhi's be- 
hest, film star-turned-political hero 
Rama Rao has shown that his Telugu 
Desam party is more than a match for 
the Congress in his state. 

Karnataka's ruling Janata Party has 
also been riven with factional squabbl- 
ing, corruption and criminal cases, but 
Chief Minister Ramakrishna Hegde has 
remained above the fray and main- 
tained his personal popularity. The 
Congress faces a formidable challenge 
from the Tamil-based regional parties at 
the forthcoming state elections in Tamil 
Nadu, which has long been an anti-Con- 
gress bastion. 

Only in Kerala has the Congress 
been able to forge some organisation- 
al unity in its ranks — something 





which has eluded it in other southern 
states. All the same, the Kerala state 
government, controlled by the Com- 
munist Party of India-Marxist (CPI-M) 
is under no imminent danger of col- 
lapse. 

Oppositionists now believe that the 
ambitions of the Congress might be run- 
ning far ahead of its capabilities. There- 
fore, the Congress may not be aiming to 
topple the state governments con- 
cerned. 

Instead, it is preparing to secure the 
south at the next parliamentary elec- 
tions due by the end of 1989. In the 1984 
general election, the Congress captured 
90% of the parliamentary seats in north- 
ern India but got only 76 of the 129 seats 
in the south. The 


‘gional 








popularity of the [ 
Congress has since 
waned in the north, 
so it is trying to com- 
pensate in the south, 
the reasoning goes. 
Although at the 
national level the op- 
position parties re- 
main too hopelessly 
divided to pose a cre- 
dible threat to the 
Congress at the next 
general election, if 
the — anti-Congress 
sentiments in the 


north spread to 
other parts of the 
country, the party 


could be in serious 
trouble. On its part, 
the Congress has all 
along made the case 
that the rise of re- 
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"with communal, 


parties — 
chauvinistic and linguistic — affili^ 
ations — is a threat to national unity. 
Presumably under this category would 
fall Andhra Pradesh's Telugu Desam 
and the Dravida Munnetra Kazhagam. 
of Tamil Nadu, though the parties 
concerned deny such charges. ede 
also did not accept the widely held v 

that the rise of Karnataka as a bastion of 
the Janata Party was an assertion of the | 
state's distinct linguistic and cultural 
identity. 

Hegde attributed the Janata rule in 
the state to the total mismanagement of 
the previous Congress regime in Kar- 
nataka. He pointed out that at the na- 
tional level the Indian electorate has 
usually given massive majorities to the 
ruling party. If the voters opted for a dif- 
ferent party in a state, it should not be 
construed as dilution of national unity 
and stability, he argued. The people of 
Karnataka voted overwhelmingly for 
the Congress at the 1984 national elec- 
tions, but gave 
Hegde's party a solid 
majority at the state 
polls a few weeks 
later. 

To justify the vot- 
ers’ mandate, while 
coping with the per- 
sistent onslaught 
from the Congress 
leaders in New 
Delhi, the opposi- 
tion-ruled states will 
have to run efficient 
and clean administra- 
tions. Like the Con- 
gress, the other par- 
ties are not immune 
from  factionalism 
and a degree of pa- 
tronage politics. 
Therefore, they have 
taken full advantage 
of the states' grie- 
vances against the 
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centre’s power over the 
‘purse strings. Centre- 
state relations have 
been a constant source 
of irritation in India, 
+ particularly when non- 
Congress parties have 
ruled some of the 
stítes. But the states 
have to take care that 
their fight is not seen as 
endangering national 
cohesion, which could 
bring in presidential 
rule. 

Hegde's criticism of 
New Delhi stems from 
what he perceives as 
the gross misuse 
of central power, a 
steady encroachment 
on state’s rights and 
New Delhi’ mono- 
olisation of subjects that should 
kave belonged to the states in the 
first place. He argues: “For instance, 
why should information and broadcast- 
ing be a central monopoly when even 
in the British days under the 1935 
Government of India Act, the states 
could have their own radio sta- 
tions?” 


B: the crucial issue is the power 
over the nation's economic re- 
sources. What the opposition parties 
ruling the southern states resent — with 
tacit support from even some of the 
local Congress leaders — is the reduc- 
tion of the states to a position of abject 
dependence on the central government. 
They consider it grossly unfair that 
while the fiscal expenditures of the 
states and the centre are about the same, 
the centre keeps about 75% of the rev- 





Rama Rao; Nayanar: challenge to the centre. 


E. K. Nayanar, New Delhi deprives the 
states of their due share through several 
devices. The Indian Constitution re- 
quires that the revenues from income 
tax be shared with the states. But New 
Delhi seperates corporate tax from per- 
sonal income tax for accounting pur- 
poses. While corporate tax rose from Rs 
438 million (US$32.1 million) in 1952- 
53 to Rs 23.39 billion in 1982-83, the in- 
come tax during the same period rose 
from Rs 1.43 billion to only Rs 15.63 bil- 
lion. Moreover New Delhi also levies an 
income tax surcharge, which netted Rs 
2.07 billion in 1983-84, but was not 
shared with the states. 

Similarly, since 40-45% of the excise 
levy has to go to the states, New Delhi 
instituted a special excise duty. When 
the statutory Finance Commission 
stipulated that this must also be shared 
with the states, New Delhi began levy- 








to.the central coffers. In 
India the central gov- 
ernment sets the/brices 
of some raw materials 
and consumer essen- 
tials, which are raised 
periodically. The Rs 
17.8 billion garnered by 
New Delhi in 1986-87 
through raised prices 
were not reflected in 
the annual taxation 
measures and thus were 
not shared with the 
states. 

Nayanar goes on to 
add that the centre has 
also curbed the states' 

owers to raise loans. 

hile the states' share 
of total governmental 
borrowings was 75% in 
1950, it now stands at 
only 1096. The central government has 
recourse to foreign borrowings and 
domestically controls all the national- 
ised banks. The states do not have these 
options and have to seek overdrafts 
from the centre, which incidentally are 
easier to come by for Congress-ruled 
states. 

Nayanar and other chief ministers 
have a much longer list of grievances, all 
of which boil down to the inequitable 
distribution of powers and resources be- 
tween the centre and the states. In re- 
cent years the opposition has been 
drumming up publicity for these grie- 
vances, putting the Congress on the de- 
fensive, particularly in the south. 

In such a charged atmosphere, the 
Congress is unlikely to make inroads in 
the south anytime soon. What sort of an 
onslaught the Congress is likely to 
mount could become clear at forthcom- 

















enue for itself. Although the Congress- 
ruled states also face the same problem, 
New Delhi helps them out generously, 
but starves the other states of funds. 

According to Kerala Chief Minister 









ing an auxiliary excise duty which went 


Congress fails to set its roots in the sauth 
even at the next general elections, it will 
Holding up under pressure: page 18 | be forced to come to terms with an op- 
position-controlled southern region. gg 


ing state polls in Tamil Nadu. If the 









and colleges, and had been the exclusive preserve of K. 
Karunakaran, the state's former Congress party chief 
minister who lost power to the Marxists. The Marxists 
moved in when Karunakaran's appointed chairman's term 
expired in March. 

Hindu critics strongly oppose the Marxist government's 
demand that all daily cash offerings to the temple be depo- 
sited in the state treasury rather than in one of the 
nationalised banks, which had been administering the tem- 

,ple's account before. 

K. M. Vasudevan, a close friend of Karunakaran, filed a 
suit in the Kerala High Court arguing that Marxist Religious 
Affairs Minister Vishwanatha Menon, a non-believer, can- 
not appoint members to the temple's management commit- 
tee because, under the law, only a Hindu who believes in 
temple rites was entitled to do so. 

The court asked Education Minister K. Chandraseka- 
ran, a Janata Party member aligned with Kerala's CPI-M, 

~ to appoint the members instead. Chandrasekaran is the sole 
true believer among the 15 nominal Hindus in the 19-mem- 
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ber communist cabinet. When Chandrasekaran also backed 
Narayanan, the Marxists won indirect endorsement by the 
court. Narayanan now goes to the temple clad in a dhoti, 
bare-chested and with white caste marks on his forehead. 

The CPI-M apparently finds the temple funds much too 
tempting to let scientific socialism stand in its way at a time 
when the improverished state has to deal with a stingy New 
Delhi. The Marxists say they merely want to administer the 
funds and have no intention of meddling with temple rites. 

Kerala's Hindu organisations are angry, and one of them 
has filed yet another suit asserting that Narayanan's ap- 
pointment is illegal. But these groups realise that prising the 
temple's administration loose from the government will be 
no easy task. They are planning to launch demonstrations? 
though local observers consider it almost impossible for 
these organisations to unite on any single issfie. 

In an interview, state Congress party president A. K. An- 
tony denied that his organisatiorewas overtly or covertly en- 
couraging agitation. But he said: “We do believe that all re- 
ligious affairs should be left to the believers.” 
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Holding up under pressure - 


Condes unable to trouble strained Karnataka government 


he Indian national media suggests 

the Janata Party government in Kar- 
nataka is under the unbearable twin 
strain of infighting and a series of scan- 
dals, and could crack up any day. Apart 
from battling his own dissident party- 
men, state Chief Minister Ramakrishna 
Hegde finds himself fighting the fall-out 


.from one scandal after another. But 


neutral political observers in the state 
believe that the Janata government is 
stable, for its sole challenger — the 
Congress — is in no shape to take it on. 

Some months ago, the charismatic 
Hegde — who has used his party’s five 
years in power to win considerable state 
power back from the centre — was hit 
with allegations that his son had ac- 


cepted a hefty bribe to secure admission | 


for a student to a medical college. 
Hegde countered with the appointment 
of a commission of inquiry, comprising 
a High Court judge. Hegde then made 
use of the subsequent discovery that the 
judge had accepted a job offered by the 
Congress-controlled central govern- 
ment, insisting he remain to complete 
his inquiry before taking ap the job and 
thus demonstrating he had no fear of a 
pro-opposition appointee conducting 
the investigation. 

He had hardly turned his back on the 
worst phase of that continuing scandal 
when the national Central Bureau of In- 
vestigations (CBI), arrested some Kar- 
nataka policemen on a charge of mur- 
dering a Kerala lawyer, and accused 
Karnataka Home Minister R. L. 
Jalappa of involvement. Jalappa re- 
signed, but the state Congress opposi- 
tion quickly demanded that Hegde's en- 
tire cabinet do the same. 

Although Hegde himself had as- 
signed the murder case to the CBI some 
seven months earlier, when Jalappa was 
first linked to the case, he accused the 
agency of political motivation and New 
Delhi of hounding his government by 
manipulating the CBI. He said that the 
CBI, after remaining quiet since taking 
on the case, had struck when dissidence 
arose in his party. 

Faced with these challenges, in May 
this year Hegde took his troubles to the 
masses. He toured Karnataka exten- 
sively and accused the dissidents of 
being in league with the Congress. He 
found his public support intact, even in 

patty dissidents’ constituencies. 
Hegde sought a vote of confidence from 
his party in the state assembly, which he 
wen after the handful of dissidents 
boycotted the session. 

While the namonal organisation of 
the Janata Party is still trying to patch up 
the differences in the Karnataka party 
and the dissidence still seems far from 
over, that offers no comfort to the Con- 
gress. "We are in an incomparably 


deeply 

-ment has adopted over the past five' 
years. According to Hegde, the key is 
decentralisation. When he took over, 


“some measures its govern- 


the funds allocated to 





worse shape,” a Con- 
gress legislator said. 
Karnataka Congress 
leaders said the Janata 
Party's vote bank, the 
Vokkaliga community 
— the dominant peasant 
caste — remained in- 
tact. 

The party has also 
made inroads into the 
| traditional Congress 
support among religious 
minorities and the un- 
touchables. The Con- 
gress local organisation, 
run largely from New 
Delhi, is cut off from 








| Hegde: allegations. 






the various 
local self-government 
by the state Prai d 
to only Rs 40 mil 
- (USS2.98 million). This 
had increased to the cur- 
rent total of Rs 9 billion 
and relevant powers had 
been transferred from 
the state government to 
the municipalities. 
Measures adopted 
include: a vastly im- 
proved rural extension 
service which had 





fects of successive 
| droughts; a rural drink- 
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realities on the ground. 
Up-and-coming Congress legislators 
like K. H. Srinivas said the Janata gov- 
ernment in Karnataka was unlikely to 
collapse, even should Hegde leave the 
scene. Srinivas said his party urgently 
| needed at least a high-level central Con- 
| gress delegation making an extensive 
tour of Karnataka to find out what the 
masses felt and to establish exactly who 
remained loyal to the central party 
among local officials. 

Janata's hold on Karnataka is rooted 


JAPAN 


By Nigel Holloway in Tokyo 


epimers Olympic Games in Seoul 
are a security nightmare for Japan 
as well as for South Korea. About 80% 
of the foreign spectators to the games 
are expected to pass through, or come 
from, Japan and athletes from 35 coun- 
tries will be carrying out advance train- 
ing there. In recognition of the joint 
threat that they face from terrorists, the 
governments of the two countries so far 
have held two of a series of meetings to 
discuss cooperation. 

The consultations are useful as a way 
of deepening relations between Prime 
Minister Noboru Takeshita and the 
government of President Roh Tae 
Woo, as well as helping to tighten sec- 
urity. 

Takeshita also said he would be rais- 
ing the matter at this month’s developed 
nations summit in Toronto. And Japan 
went so far as to organise.a mid-June 
ministerial conference on security in the 
region, which was timed as a gesture of 
support for South Korea’s efforts to en- 
x a peaceful event. 





Japan has an added reason to be wor- 
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ing-water supply scheme 
for which around 48,000 borewells were 
sunk; employment-generating public- 
works programmes which had yielded 
assets worth Rs 480 million, and an em- 
phasis on the development of the state's 
Kannada language. Morethan any other 
factors, these achievements sustain 


Hegde. Hisimage is nolongerascleanas 
it was before the Congress started hurl- 
ing charges of corruption, but to the 
masses his charisma remains intact. 

— Salamat Ali 


Restricting the Red Army 


Cooperation offered to Seoul to counter terrorist threat 


ried about the possibility of terrorist at- 
tacks. There has been an upsurge of ac- 
tivity around the world by extreme 
leftwing guerillas from Japan, many or 
all of whom appear to be linked with the 
Japanese Red Army, a terrorist group 
which perpetrated a series of bombings, 
hijackings and assassinations between 
1969 and 1977. 

The Japanese authorities have two 
reasons for suspecting the Red Army 
might be planning some sort of atrocity 
to coincide with the Olympic Games. 
The group has in the past two years 
widened its attention beyond the Mid- 
dle East, where many of its members, 
were living, to East Asia. Its profile” 
began rising again in June 1986, when 
mortar shells were fired at the Japanese 
and US embassies in Jakarta and finger- 
print evidence of Red Army involve- 
ment was found. 

Since November 1987, four people 
alleged to have Red Army links haye 


been arrested. Of these, two were’ -. 


caught in Tokyo, onein Manila and one 


levels of. 


helped cushion the ef- ` 














in the US. A senior official in the Japan- 4 


du 





(90 JUNG 10 e FAR EASTERN ECONOMIC REVIEW 


Credito Italiano S.p.A. 
1987 results 


FINANCIAL HIGHLIGHTS 
FOR THE YEAR (in billions of lire) 


LOANS 
& ADVANCES 


CUSTOMER 
DEPOSITS 


26,768 (- 0.6%) 
SHAREHOLDERS' 
FUNDS 3208 (+ 25.8%) 


TOTAL ASSETS 57,877 (- 5.6%) 


17,804 (+ 8.3%) 


OPERATING PROFIT 406.5 


less: 
Extraordinary items 99.1 
169 


138.4 


Depreciation 
& Provisions 


NET PROFIT 


The year ended December 1987 
closed with a net profit of 

Lit 138.4 billion. Lit 14 billion has 
been appropriated to Reserves. 


The dividend for the year 

on ordinary shares will be Lit 75, 
while the dividend paid 

on savings shares will be Lit 90. 























Army was using the city as a base for 
possigle attacks on the Toronto summit 
and Seoul Olympics. 

The second reason concerns North 
Korea. Its leader, President Kim H 
Sung, would like to discredit South 


Korea during the Olympic Games but | 


does not necessarily wish to face the in- 
ternational opprobrium that would fol- 
low a terrorist attack, particularly from 
China and the Soviet Union, both of 
which intend to take part in the event. 
-One possible alternative would be to 
use an organisation such as the Japanese 
Red Army. 


One group of terrorists linked to the- 


Red Army hijacked a Japanese domes- 
tic airliner to Pyongyang in March 1970, 
where all or some of its members have 
been living since then. They therefore 
owe a debt of gratitude to Kim. One of 
those arrested in Tokyo, in May, was 
Yasuhiro Shibata, an alleged hijacker 
who had left North Korea around 1985- 
86 and had been using Japan as a base 
for trips to Hongkong and Europe until 
his arrest. 

Although the Japanese police have 
been questioning three Red Army sus- 
pects for up to six months, few new 
pieces of information have been made 
public. 

Two theories about the group have 


ese Embassy in Manila said the Red 














emerged. The first is that the Red Army 


as such no longer exists, but has splin- - 


tered into disparate cells around the 
world, only some of which remain dedi- 
cated to the cause of violent revolution. 

Some of its members, it is said, are 
simply homesick for Japan, where they 
wish to “retire” from revolutionary ac- 


| tivities. Since Shibata was caught, his 


colleagues in Pyongyang have made a 
series of statements to the Japanese 
press denying they were linked to the 
Red Army. 


n a long article published by a pro- 

minent Japanese monthly maga- 
zine, the leader of the group, Taka- 
hiro Tamiya, said he and his fellows 
wished to return to Japan and, if pos- 
sible, to negotiate for this with 
Tokyo. 

Observers have noted that the first of 
the four to be arrested, Osamu 
Maruoka, hardly behaved like a dedi- 
cated terrorist in the way he aroused 
suspicion at the Tokyo City Air Termi- 
nal where he was caught. Neither 
Maruoka nor Shibata could have given 
themselves up to police for fear of en- 
dangering their colleagues in the Middle 
East and North Korea. Those left be- 
hind *know too much" about their hosts 
to be allowed to return quietly to 
Japan. 
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- The “splinter” theory does not pre- 
clude the possibility that other members" 
of the Red Army are as committed as 
ever to terrorism. And if the organisa- 
tion is split up, the dedicated guerillas 
would be under the more complete con- 
trol of other organisations. The Japan- 
ese arrested in the US, Yu Kikumura, 
was not on Tokyo's wanted list of Red 
Army terrorists, "which contains 22 
people. 

It was recently reported from Wash- 
ington that officials there believe the 
Libyan leader, Col Moammar Gaddafi, 
had used Red Army terrorists to carry 
out attacks. They think that an explo- 
sion at a US servicemen’s club in Naples 
in April in which five people died was 
perpetrated by the Red Army on Gad- 
dafis orders. A bomb attack at a 
Citibank office in New Delhi the follow- 
ing month was said to have been carried 
out by the same group. 

The second theory is that the Red 
Army groups in North Korea and the 
Middle East are now working together 
to step up their activities around the 
world. Maruoka, who had lived in 
the Middle East since 1972, may have 
met Shibata in Japan in the summer of 
1987. 

Both Shibata and Kikumura were in 
Hongkong in August 1986. Maruoka 
spent 12 days in China last August, dur- 
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govemments require reliable com- 
that integrate backbone telecommunica- | 
tions into all their operations at lower cost. From emergency 
management and public safety to administration and finance. 
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-ing which he may have met 
members of the Japanese 
| group from Pyongyang. 
© All these are supposi- 
tions, but they have con- 
“cerned the Japanese Gov- 
| ernment enough to take up 
the-matter with China. For- 
eign Minister Sosuke Uno 
asked his counterpart in Pe- 
i king, Qian Qichen, to coop- 
erate to prevent terrorist 
acts by the Red Army. Qian 
replied that China was 
against all terrorists and 
that he hoped the Seoul 
Olympics would be a suc- 
cess. 

Meanwhile, the Asia- 
Pacific region's first 
ministerial conference on 
international crime, ter- 
° rorism and drugs was seen 
as an important political 





Korea's efforts to stage the 
games. The fact that it was 


gesture of support for South |> 5 
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[South Korean anti-terrorist commandos: security nightmare. 


































drugs was given by the US- 
associate attorney-general, 
Francis Keating, who/ said. 
his government was deter- 
mined to do something | 
about the fact that 60% of | | 
the world's production of ^. 
narcotics was consumed by 
his country. Even Japan 
openly admits that it faces 
a growing drug problem, 
though it is still small by 





panese authorities seized. 
620 kg of illegal a 
phetamines and meta-ai 
phetamines last year, co 
pared with 350 kg the previ- 
ous year, and 20 times more : 
than a decade ago. 

Although a lot of these: 
drugs come from Taiwan; 
Taipei was not invited out of 
deference to. China; which 
itself was not asked to at- 
.| tend — apparently because 
^! there are not many criminal: 








organised. by Japan was a 
fresh example of that country's deter- 
mination to act as a leader in the 
region. 

Although most of the discussion was 
about the growth of drugs trafficking, 
the delegates — from Asean, South 


rr 





Korea, Australia and New Zealand, with 
Observers from the US, Canada and 
Hongkong — supported Seoul’s anti- 
terrorist efforts and expressed gratitude 
to Japan for organising the event. 
Perhaps the strongest statement on 





' cases involving China and - 
Japan. Such meetings as this are likely 
to be held regularly in future, and one 
observer said a similar gathering at a 
working level could take place in six to. 
nine months' time, perhaps in an Asean: 
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capital. 





G rearore Prime Minister Lee Kuan 
Yew said in parliament on 27 May 
that “Singapore’s most valuable asset” 
is not its foreign reserves of US$16 bil- 
lion or its Confucian culture, but its se- 
cret police, known as the Internal Sec- 
urity Department (ISD). 

Volumes have been written about 
thé republic’s economic policy and its 
Confucianism, but almost nothing 
about its “most valuable asset” — 
perhaps because unlike some notorious 
foreign counterparts, Singapore’s ISD 
has not killed anybody or engaged in the 
more draconian forms of torture. 

But the ISD’s comparatively benign 
| fiature results not from kindness but 
from the fact that surveillance and in- 
timidation in this compact, affluent city- 
state do not as yet need overt forms of 
violence, except in the case of a minor- 
ity of people who are held without trial 
| and — according to recent detainees — 
.| Subjected to physical and psychological 
| assault. 

About 85% of the population lives in 
public hodsing, from which the nominal 
owners can face eviction for a whole 
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Singapore Inc.’s corporate 
security service 


host of what the government views as 
“crimes.” This is also a country where 
more than a third of the workforce actu- 
ally work for the government or govern- 
ment-controlled companies. In this con- 
text, the ISD operates as a sort of cor- 
porate security department rather than 
as a gun-wielding Gestapo. Its weapons 
are more likely to be blackmail and 
warnings about denial of government 
| contracts and jobs, rather than horse- 
| whips and electrodes. 
Originally set up by the British in 
| 1948 and modelled after their Special 
Branch, the ISD is said to train its offi- 
cers mostly in the US, Israel and Bri- 
tain. Its precise manpoweris difficult to de- 
| termine, but sources say that it relies main- 
ly on a network of part-time informers. 
The ISD is headed by Tjong Yik 
Min, 35, an industrial engineering 
graduate of Australia's Newcastle Uni- 
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The writer is an observer of Singa- 
porean politics who has no wish to ex- 
perience the ISD’s attentions himself. 
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versity. Tjong and Brig.-Gen. (“B-G”). 
Lee Hsien Loong, the trade and indus-- 
try minister and the prime minister’s . 
son, are about the same age and went to 
the same Catholic high school and later 


to National Junior College. In Singa- | 5 


pore, where the best students are usu- 
ally sent abroad for university study, the 
old-boy network operates more on the 
high school than the college level. 
Nominally, Home Minister S. 
Jayakumar is Tjong's boss, but it is clear 
to anyone who has watched the recent 
ISD-inspired drama about Marxist- 
cum-CIA plots that school chums Tjong 
and Lee Hsien Loong, fluent in Manda- 
rin and English, are more of a team and 
that Jayakumar, a Singapore-Indian law 
professor, is merely a figurehead. 


TA ISD's budget, its methods of op- 
eration and its personnel are not dis- 
closed. Sources say that it is equipped 
with the lastest American electronic 
gadgetry, some of which has been used 
in the surveillance of US diplomats. 
The ISD's main detention centre 
stand at Whitley Road, a complex of 
low-rise buildings near the Singapore 
Police Academy. The complex is guard- 
ed by Gu*khas who, like the ISD it- 
self, are a legacy of British colonialism. 
Some of the buildings in the Whitley 
Road complex Have windowless base- 
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international standards. Ja- |. 




































































In addition to the Whitley Road com- 

lex, Shere are said to be at least another 
20 "safe houses" operated by the ISD 
for the use of its staff in their eavesdrop- 
ping and trailing activities. 

ISD actions are unchecked by effec- 
tive court or parliamentary scrutiny. The 
departmenttapsthe phonesandinterrupts 
the mail of hundreds of people in Sin- 
gapore with impunity. One can be arrest- 
ed under the Internal Security Act (ISA) 
and detained without trial almost indefi- 
-nitely, with no effective legal recourse. 

While nominally under the Home 
Ministry, the ISD in fact reports directly 


to the prime minister, who boasted re- 


ments, where some detainees are held. 





this. Western public opinion was more 
tolerant of human-rights abuses then. 
Most of those detained by the British 
and the PAP in the early days really 
were communists, though many were 
also detained for no crime other than 
that of speaking out about brutalities 
committed against communists. 

It is one of the ironies of Singapore’s 
history that Francis Seow, himself now 
under detention without trial, was per- 
sonally involved in applying the ISA 
when he was the country’s solicitor-gen- 
eral. Lawyers who represented de- 
tainees in those days remember Seow’s 
denials about detainees under the ISA 
being ill-treated. 

Former detainees speak of an or- 





cently that he had worked with 11 ISD 












directors since — ganisation whose 
1959. Lee also Woo m Co: 4] ideology is that of 
said that Tjong is d iperates as a sort of a special arm of 
amongtheablest. | corporate security department the civil service. 

The ISD has |. rather than as a gun-wielding The picture that 
informers inevery |. d Gestapo. i emerges is one of 
government  de- "normal" civil ser- 
partment and is —7-———— — o z vants who, like 











said to keep tabs on all senior civil ser- 
vants and most cabinet members. It is 
also liberally represented in the media, 
including The Straits Times and the Sin- 
gapore Broadcasting Corp. However, 
its main worry seems to be religious and 
political organisations, judging by its 
crackdown on these groups over the 
past year. 

The Majilis Pusat Islam, Singapore’s 
officially recognised Islamic organisa- 
tion, is said to be packed with ISD 
informers. American-based evangelical 
Christian churches, which have ignored 
official warnings about their efforts to 
convert Malays to Christianity, and 
Roman Catholic priests who think poor 
people in Singapore may be getting a 
raw deal, are also targets. Even an In- 
dian vegetarian restaurant, run by a 
cooperative of Hindus, is said to be 
under ISD surveillance. 

Just as it is hard to flesh out the ISD's 
organisational structure, it is also dif- 
ficult to trace its evolution. Once staffed 
by a few British intelligence officers and 
local policemen, it is now recruiting 
"scholars" which, in Singapore par- 
lance, means anybody who has won a 
government scholarship to go abroad 
tor study. The ISD is now trying desper- 
ately to cultivate a professional and 
glamorous image, unlike in the past 
when its main function was to strike ter- 
ror into the hearts of Communist Party 
of Malaya cadres, who were largely 
drawn from the uneducated working 
‘class. However, the ISD still has its thug 
element, if detainee accounts of interro- 
gation are correct. 

“Given the current ballyhoo about de- 
tentions without trial, it is easy to forget 
the many earlier detentions and that de- 
tainees were treated much worse under 
the ruling People's Action Party (PAP) 
government in the 1960s and early 1970s 
than they are today. 

There were probably two reasons for 





civil servants everywhere in former 
British colonies, are proud of their sup- 
posed independence from their political 
masters. 

Despite its "professionalism" the 
ISD has had its failures. It seems to be 
not nearly as good in nabbing people 
who plant bombs in Singapore's streets 
as in nabbing those who write or 
speak about things that the govern- 
ment does not want to hear. Sin- 
gapore has had its quota of bombs, 
albeit on a minor scale and with no 
resulting deaths. The ISD is yet to 
catch the culprits. 

The ISD’s May 
1987 round-up and de- 
tention without trial of 
mostly English-edu- 
cated young people — 
the majority of whom 
were women — has 
not cast the organisa- 
tion in a very heroic 
light. Nor has Tjong 
come out of it as any- 
thing like a nation- 
al hero. Older ISD 
cadres are said to be 
particularly disturbed 
by the arrest of people 
such as Seow and to be 
worried that their tra- 
dition of communist- 
fighting is now being 
sullied by the use of 
the ISD to defend the 
PAP's narrow political 
interests. 

A close reading of the prime minis- 
ters 27 May speech to parliament 
is not likely to be reassuring to those 
who doubt the professionalism of the 
ISD. Lee recited Tjong's qualifica- 
tions thus: "His formal education 
in intelligence: Marxism-Leninism, a 
course we run in Singapore. And in 
1980, a United Kingdom course for 
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senior security intelligence officers." 











Tjong: frozen ideas. 















Those who. read the sophomoric, 
theoretical tract that. accompanied the 
arrest of those whom the government 
called *Marxist conspirators" last year 
must wonder whether Tjong has read: 
anything at all about Majxism since he 
studied it in 1980. The tract contained 
copious references to “Eurocom- 
munism," a notion no European com- 
munist party has been serious about re- 
cently, and “liberation theology” 
among Roman Catholic priests. These 
could only have come from someone 
whose ideas on the matter have been 
frozen since 1980. 

Apparently, it is not just the Singa- 
pore public that has reservations about 
the ISD's professionalism. In the same 
morale-boosting speech, Lee also com- 
plained that the "British Special Branch 
or M16 [has] nothing to tell us" about 
Tan Wah Piow, a political exile from 
Singapore and a former student leader. 
Lee described this refusal as "very 
fishy.” 

It seems unlikely to say the least that 
Britain’s conservative administration is 
grooming someone in exile to topple 
Lee’s regime, but the thought seems to 
be particularly hurtful to the Anglophile 
Lee. The more plausible conclusion 
may be that the British have decided 
that it is not SN pee national sec- 
urity but the PAP’s fortunes that were 
being threatened by the most recent 
ISD victims. 

As the PAP grows more intolerant and 
Lee more concerned about communists, 
Roman Catholics, the Americans, the 
British secret service 
and all Singaporeans 
who are not fully behind 
the PAP, the ISD may 
beceme even more im- 
portant — to the ex- 
tent that some of its 
Officers grow uneasy. 
It is not impossible 
that some of them may 
change sides. There. is 
a precedent: visiting 
Pakistan. in March, 
Lee asked to see ate- 
tired ISD — officer 
named Khan. In the 
1950s, Khan had disag- 
reed with his British 
superiors’ assessment 
of Lee and passed him 
helpful information. 





One wonders if 
| such subversive, 
scrMeeow | thoughts are going 


through the minds of 
some ISD officers. The Singapore ISD 
won a reputation as one of the few se- 
cret services that have crossed swords 
with the communists and won. By con- 
trast, the latest battle with “Marxist 
conspirators” must appear — in the 
words of a thinker whose name is 
anathema to the ISD — as history re- 
peating itself as farce. . 
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“MONGOLIA | 


Studying stagnation 


‘Restructuring provides vehicle for criticism of past 





By Alan Sanders 


Melia has been pressing ahead 
since a government shake-up at the 
beginning ef the year with its own ver- 
sion of perestroika. (restructuring), 
which has allowed wide public debate to 
surface on sensitive issues. 

For the first time since Mongolian 
glasnost, became official policy, social 
scientists and historians are edging to- 
wards open criticism of the period of 
stagnation the country went through in 
the 1960s and 1970s. Although no one 
so far has explicitly named Yumjaagiyn 
Tsedenbal, the Mongolian leader dur- 
ing the period, who was ousted in 1984, 
he is evidently being held to blame. 

In the vanguard of the drive is a 


«group whose chief spokesman is Dzar- 
 dyhan, a former secretary of the Mon- 


golian Trade Union Council now head- 
ing a department in the Institute of So- 
cial Sciences of the Mongolian People’s 
Revolutionary Party (MPRP) central 
committee. Dzardyhan told the party 
monthly journal Namyn Amdral that 
the “stagnation” and the “braking 
mechanism” in the Mongolian economy 
were consequences of a “dogmatic in- 
terpretation of socialism based on over- 
simplification” which aggravated social 
problems as well. 

In a second interview, Dzardyhan 
said that from the beginning of the 
1960s, it was concluded prematurely by 
the party leadership that the two forms 
of social strata ang property (workers 
and herdsmen, state and cooperative) 





would merge, and that the possibilities 
of private property were exhausted. 
(Mongolia is now desperately trying to 
develop food production and service in- 
dustries through cooperative and pri- 
vate ventures.) 


tee report to the 15th MPRP Congress 
in 1966, which said that about 15 years 
were required for Mongolia to complete 
the transition from being an agrarian-in- 
dustrial country to one with industrial 
production the main feature of the 
economy. The Dzardyhan noted the 
material and technical base for this was 
still lacking. 


even more damning in their criticism. 
Minis, first deputy director of the Insti- 
tute of Social 

party history had been curtailed without 
Justification and limited to the activities 
of a few individuals. Party documents 
had been published in abbreviated or 
re-edited form — a “distortion of his- 
tory.” 


coming clearer. The appointment has 
been confirmed of three of the six de- 
puties to Puntsagiyn Jasray, chairman 
of the State Committee for Planning 
and the Economy — the “super commit- 
tee” set up at the end of January to mas- 
termind the new-style economic man- 
agement. They are Tomoriyn Namjim, 
formerly with the State Planning Com- 
mission and a member of the Council of 











Dzardyhan cited the central commit- 


Mongolian historians have been 


Sciences, said current 


Some aspects of restructuring are be- 








Ministers (COM) in his own right, and 
Badamtsedengiyn Tsend-Ayuush, for- 
merly with the State Committge for 
Prices and Standards. The other deputy 
named was Ravjaagiyn Dagvadorj, for- 
merly chairman of the State Committee 
for Labour and Social Security. It is 
likely they will continue to be active in 
their own particular field of experience 
within the "super-committee." 
Namjin's expertise will be needed 
to tackle Mongolia's unemployment 
problem. There is a labour surplus 
in urban areas but a labour shortage. 
in the countryside. Each year, some | . 
25,000 people leave low-paid rural work | 
and migrate to the towns. One way 
being considered of reducing urban un- 
employment is to go over to multi-shift 


working in factories, whose machines | - 


are generally underused. A longer-term 
solution proposed, would be to build 
new industrial enterprises in the under- 
populated eastern and southern regions 
of the country to encourage migration 
from the more densely populated north- 
ern and central regions. 

The COM has recently published an 
ordinance encouraging the formation of 
private cooperatives providing services, 
or engaging in small-scale processin 
and manufacturing. However, med 
existing legislation on economic activity 
is not keeping up with restructuring. 

It is not yet clear how much of an im- 
pact the changes have had on the econ- 
omy, particularly industrial production. 
In the first quarter of 1988, 157 industri- 
al enterprises fulfilled their plans, but 48 
failed to do so. Output of coal, electric- 
ity, furniture, leather footwear and in- 
dustrially processed meat rose, com- 
pared with the first quarter of 1987, but 
production of cement, lime and prefab- 
ricated ferroconcrete fell. In agriculture 
there were severe livestock losses 
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FOREIGN RELATIONS 





Media manipulation 


The US pressures China on Cambodia via the press 


By Nayan Chanda in Washington 


E an apparent bid to pressure China 
publicly to abandon its notorious 
Khmer Rouge allies in Cambodia, the 
Reagan administration has planted in 
the media an unsubstantiated story 
suggesting that Peking is prepared to 
give asylum to top Khmer Rouge leaders. 

In two recent interviews with veteran 
newspaper reporters, an unidentified 
official said Peking had indicated its 
readiness to give asylum to Pol Pot. The 
official also claimed Peking would grant 


: asylum to Pol Pot's top aides. 


However, six well-placed adminis- 
tration sources privately denied that Pe- 
. king had given any such indication and 
“suggested that the disinformation may 
‘have been leaked in an effort to push 
China into reassessing its long-standing 
position of support for the Khmer 
viable, if abhorent, anti- 
Hanoi force. 

The sources said some in the admin- 
istration may believe that China, by 
denying the story, would run the risk of 
isolating itself from a host of countries 
seeking a solution to the Cambodian 
conflict as China would then be viewed 
_as an obstacle to peace. However, if Pe- 
king remained silent on the issue, China 
would be seen as acquiescent to the idea 
and this would be a boost to the peace 
process, the theory goes. 

US Secretary of State George Shultz 
will visit China on 14-16 July. The focus 
of his visit will be Cambodia — espe- 
cially the question of what role the 
Khmer Rouge might play in a post- Viet- 
nam Cambodia. 

Shultz’ talks with Chinese leaders 
are also expected to address such other 
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|| tion’s apparent effort to 
| smoke out Peking on the | 








‘until after the second story appeared 


‘that the State Department commented. * 
On 20 June, a department spokeswo- 
man said: “We believe that the Chinese 
recognise that discredited Khmer 
Rouge leaders such as Pol Pot cannot . 
play a role in a future Cambodian Gov- 
ernment. But we cannót confirm. a 
s<ercn sywogsscna Chinese offer of political 





tricky issues as the disarm- | 
ing of the various Cambo- 
dian political factions and 
the introduction: of a 
peace-keeping force in 
Cambodia. | 
The US administra- 


Khmer Rouge question 
first came to light in an 
article contributed to The 
Washington Post in late 
May. In the article, a 
senior administration offi- 
cial was quoted as saying 
that Peking had agreed to 
accept Pol Pot as a perma- 
nent guest of the state. 
The official even quoted 








Pol Pot: poets lly 


“| asylum to individual 
| Khmer Rouge figures.” 

| Other sources said that 
| in three sets of recent dis- 
| cussions on Cambodia be- 
| tween Chinese and US of- 
| ficials — involving on the 
| US side deputy assistant 
| secretaries of state Staple- 
| ton Roy and David Lam- 
| bertson, and under-secret- 
h. | ary of state for political af- 
WM fairs Michael Armacost — 
M the Chinese officials 
Ww hinted at flexibility when 
D the time was ripe but con- 
W | sistently refused to dis- 
| cuss the future of Khmer 
| Rouge leaders. 

j Peking’s refusal to ad- 





the Chinese as saying that if Pol Pot re- 
fused the offer, “they [the Chinese] will 
take care of that.” 

On 18 June, the Post published 
another article saying that Peking had 
informed Washington that it was not 
only willing to take Pol Pot out of Cam- 
bodia but his top aides as well. It is un- 
derstood that the same senior US 
official was the source of both Post 
stories. 

In their denials that China had given 
the US any assurances on the removal 
from Cambodia of Pol Pot and his 
aides, the six well-placed administration 
sources told the REVIEW that it was un- 
likely Peking would give up as impor- 
tant a card as the Khmer Rouge before 
Cambodian peace negotiations began. 

Neither Post story elicited any public 
comment from Peking and it was not 


Seeking the centre 


Loyalists and separatists start talking after election conflict 


By Michael Field in Paris 


he ambivalent result of presidential | 
and parliamentary elections in’ 
France has reopened dialogue between 
New Caledonia's divided communities, 


though basic attitudes remain the same | 


and violence continues. 

Jacques Lafleur, the leader of loyalist 
settlers in the Pacific territory, and 
Jean-Marie  Tjibaou, chief of the 
separatist Kanak Socialist Liberation 
Front (FLNKS) have met discreetly in 
Paris at the invitation of the new 


Nos prime minister, Michel 





Rocard. They talked for three hours at 
the premier’s office and agreed to hold 
full conversations on the future of the 
territory. 

Recalling frustrated round-table 
talks in 1983, sceptics said talking was no 
guarantee of agreement. But a com- 
munique issued on 15 June stressed the 
determination of both parties to restore 
peace and set out an agreed four-point 
framework for the talks, expected to 
start shortly. 

The points were: the administrative 
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dress the Khmer Rouge problem has in- 
creasingly frustrated US officials, who 
view the issue as a serious obstacle to re- 
solving the larger Cambodian question. 

However, before insisting that dis- 
credited Khmer Rouge leaders be “re- 
tired,” Washington might “have to bite 
the bullet and admit that some Khmer 
Rouge elements would necessarily have 
to be accepted in a coalition govern- 
ment in Cambodia.” So far the US 
stance is that itis “unalterably opposed 
to the return of the Khmer Rouge to 


| power.” 


Reportedly, Shultz personally finds 
the very idea of a rolegn government for 
the Khmer Rouge offensive, but other 
administration officials hope that Asean 
leaders, whom Shultz will meet in 
Bangkok before his Peking trip. would 
be able to soften his opposition. oO 


organisation of a federal territory; the 
launching of an economic and social de- 
velopment plan taking account of re- 
gional differences (a polite recognition of 
the gap between settler and Kanak land- 
holdings and wealth); transitory. mea- 
sures needed to implement these plans 
(meaning, possibly, a temporary return 
to direct rule from Paris), and the defini- 
tion of necessary guarantees for the com- 
munities to ensure the long-term pros- o 
pects of each. 

Lafleur and Tjibaou, who so recently 
have said the worst about.each other, 
seem to have submerged their real dif- 
ferences at this essentially diplomatic 
stage. Rocard wants personally to super- 
vise the follow-up talks. The real 
monitors, however, will be Christian 
Blanc, an official who coordinated the ' 
recent "dialogue mission" sto New 
Caledonia, and Pierre Steinmetz, a close 
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By Murray Hiebert in Bangkok 
V ietnamese Foreign Minister Nguyen 

Co Thach’s visit to Thailand in mid- 

June has begun a thaw in Bangkok’s rela- 

j tions with Hanoi, even if it resulted in 
no dramatic diplomatic breakthrough. 
The two-day talks between Thach and 
his Thai counterpart, Siddhi Savetsila, 
marked the first time Vietnam and 
Thailand had seriously discussed the 
nine-year Cambodian conflict, but the 
meetings also highlighted the bumpy 
road ahead in the search for peace. 

Siddhi said the two sides had found 
"many common grounds to achieve a 
political solution" to the stalemate over 

* Cambodia. Thach called the meetings 
"the beginning of a new chapter" in the 
search for peace and said the talks had 
"narrowed the differences" between the 
two countries, 

Both the ministers said they had ag- 
reed to hold more discussions and 

| Suggested that their meetings had paved 
the way for informal talks in Indonesia. 
Dubbed the “cocktail party” to discuss 
the Cambodian conflict, these talks are 
tentatively set for 25 July in Jakarta. 

Despite the friendlier atmosphere, 
Thach made clear that neither side had 
budged from its key demand on Cam- 
bodia. “The Thais put forward the with- 
drawal of Vietnamese forces [from 
Cambodia]. We say we accept if it is 
linked to the liquidation of the Pol Pot 
forces,” Thach said. “But the Thai side 
could not accept [this], so we could not 
accept also the unilateral withdrawal of 
Vietnamese forces,’ 

Both Thach and Siddhi pledged to 
attend the Bogor meeting. The Thai for- 
eign minister announced for the first 
time that Thailand would attend the 


collaborator of Raymond Barre, the 
centre-right former prime minister. 

Oddly, New Caledonia, about which 
the “non-party” Barre and the centrist 
| CDS party tend to agree with the social- 
ists, is so far the only catalyst of co- 
operation between the socialists and cen- 
trists. 


| Co the far-off island has ac- 
quired a new kind of notoriety. A 
iresome, apparently insoluble political 
conundrum has become a test of 
France's conscience and international 
responsibility. In a post-election TV ap- 
peal on 14 June President Francois Mit- 
terrand cited among neglected interests 
the New Caledonian population, “which 
we have not treated as we should have 
» done." 
In the wake of the bloody freeing of 
::Kanak-he}d hostages on Ouvea island — 








Cocktails for peace 


Thailand and Vietnam set to talk on Cambodia 





tial meeting has firmed up some form of 
a political settlement.” Thach said that 
he would attend the meeting, and ini- 
tially did not mention Vietnam’s earlier 
conditions for participation. 

But in a press conference just before 
leaving Thailand on 20 June, Thach re- 
peated Vietnam’s earlier condition that 
it would only participate in the “second 
stage" of the Jakarta meetings, follow- 
ing a meeting between the Cambodian 
factions — the Vietnamese-backed gov- 
ernment in Phnom Penh and the resist- 
ance coalition including Prince Noro- 
dom Sihanouk, the Khmer People’s Na- 














Es A" 
talks, but "at a later stage — after an ini- |S/ddhi: finding common ground. 


| alluding to the meetings last December 





which is still under investigation — par- 
tition has emerged as a possible solution 
to indefinite bouts of bloodletting be- 
tween the Melanesian-race Kanaks and 
the loyalists. 

The idea, reputed to be one of the 
"dialogue" mission's suggestions, was 
first raised by Lafleur, aware that his 
political backing has been weakened by 
Mitterrand's re-election. Lafleur also 
spoke of the need for “sacrifices” on the 
settlers' side. 

Partition would apparently mean di- 
viding New Caledonia into two zones: 
one embracing the east coast, northern 
mountains and the offshore Loyalty Is- 
lands under autonomous Melanesian 
control and the rest, including the capi- 
tal Noumea and the nickel mining areas, 
remaining a French overseas territory, 
which is the present status of all New 
Caledonia. 





tional Liberation Front (KPNLF) and 
the Khmer Rouge nominally headed by 
Khieu Samphan. 

Analysts here speculated that 
Thach’s demand for a first-stage meet- 
ing among the Cambodian groups be- 
fore Vietnam joins in could jeopardise 
the Jakarta talks. The Khmer Rouge 
and the KPNLF have rejected the 
cocktail party offer for the past year, 
while insisting on direct talks with Viet- 
nam. The Khmer Rouge repeated their 
demand in a radio commentary the 
day after 
ended. D us 
But Thach said the Jakarta talks will 
take place even if the Khmer Rouge re- 
fuse to participate. "If one party is 
against [the talks], they cannot have the - 
right of veto as in the [UN] Security 
Council," the Vietnamese minister told ^ 
reporters. "If they do not join, 
Sihanouk and [Phnom Penh's premier] 
Hun Sen could have talks," Thach said, 


and January between the two. In Pe- 
king, Sihanouk announced that his 
group will attend the Jakarta meeting. 

The meeting between Siddhi and 
Thach was the first time in two years 
high-level officials of the two ‘sides 
have discussed the Cambodian conflict. 
Bangkok's reception for Thach was 
much warmer than on previous visits, 
indicating that Thailand | had begun re- 
evaluating its Cambodia policy. 

Since Prime. Minister Prem Tin- 
sulanond's visit to Moscow in May and 
Hanoi's announcement that it will with- 
draw 50,000 of its 100,000 troops by the 
end of the year, diplomats say Bangkok 
has concluded that Vietnam wants to 
enter into talks to resolve the Cam- 
bodia crisis. “The Thais believe for 
the first time in 10 years that they 
might be approaching a settlement,” 
said one observer, “so they're analys- 
ing their options and looking seriously 
at what they want to see happen in Cam- 
bodia.” 





Hitherto, partition has been indig- 
nantly dismissed by the FLNKS as a neo- 
colonialist manoeuvre by the settlers to 
grab the developed parts and leave 
only bush and mountain to the “na- 
tives.” 

Neither Lafleur nor Tjibaou real- 
ly favour partition, but each now seems 
intent on compromise. Lafleur says that 
while the FLNKS cannot hope “to win,” 
Paris does not want a “loyalist” victory 
either. “A bad agreement is better than a - 
good civil war. There is no such thing as 
a good civil war," he told Le Figaro 
newspaper. * 

Lafleur has made no secret of his con- 
viction that 10 years (she suggested trial 
period) under an autonomous socialist 
“Kanaky” will show Kanaks the benefits 
of the French flag. Besides, there is no 
suggestion that the Kanak zone should 
be independent. - H 
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Legal entanglements 


Zia raises hackles with new efforts to expand Islamic law 


By Husain Haqqani in Islamabad 
pss: political parties, including 
religious groups, are sceptical about 
President Zia-ul Haq's latest moves to 
broaden Islamisation in the country. 
Most criticism has focused on his mo- 
tives rather than on the legal implica- 
tions of his decree declaring the Koran 


and Sunnah, the teachings of the. 


Prophet Muhammad, as the country's 
supreme law. 

In a country where Islam is the state 
religion and a high percentage of the 
populace are practising Muslims, few 
people oppose Islamisation. Supremacy 
of Islam in all aspects of state policy is 

‘included in Pakistan's constitution as a 
"national objective" and several laws 
are already derived from Islam. But the 
|. legal system has continued to be based 
| on principles of Roman and Anglo- 
|- Saxon law and the country's Western- 
ised elites have successfully resisted 
pressures from Islamic activists to 
"replace it with an Islamic judicial 
order. 
One of the major reasons for not Is- 








lamising laws has been the lack of con- 
sensus among theologians on a precise 


| definition of these laws. Politicians have 


argued that in the absence of such a con- 
sensus, religion could become a divisive 
issue, rather than the unifying force it 
has been in Pakistani society. 

On 15 June, Zia announced the en- 
forcement of Koranic-Shariah law 
through an umbrella ordinance, which 
authorises the country’s high courts to 
strike down existing laws contrary to Is- 


| lamic injunctions. 


Constitutionally, an ordinance be- 
comes law for only four months unless 
ratified by an elected parliament and 
normally the president’s ordinance-mak- 
ing powers are used for interim or emer- 
gency measures, Zia’s decision to legis- 
late a restructuring of the legal system 
through an ordinance has fuelled suspi- 
cion regarding his promise to hold 
parliamentary elections by the end of 
August. 

ut the president argues that he has 
only fulfilled a constitutional and re- 

















ligious obligation and that he expects | 
members of the next national assembly“ 
to confirm his move towards Islamisa- 
tion. 

One of his main objections to the last 
assembly, which he dissolved, was its - 
failure to implement Islamic laws and 
its decision to defer consideration 
of a Shariah bill moved by Islamist 

Ps. 

Zia’s ordinance is similar to the | 
Shariah bill, but its text corrtains what 
one religious leader termed “loopholes 
which would make its application dif- 
ficult." It does not provide for adequate 
implementing. mechanisms and defines 
Shariah rather broadly, making con- 
flicting interpretations possible. 

Supporters of Islamisation point out 
that given the imprecise language of 
the ordinance, its real effect can only 
be measured at the implementation 
stage. 

Although it provides for the induc- 
tion of traditional Ulema: (religious 
scholars) into the judiciary, the ordi- 
nance still recognises the pre-eminence 
of judges and senior civil servants 
trained in the Western mould. 

“Zia is repeating what he has done 
for 11 years. He talks of Islam, but con- 
tinues to rely on un-Islamic elements for 


y 


implementing it,” said Sen. Samiul 
Haq, one of the sponsors of the Shariah 
billin parliament. 
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“In an interview with the REVIEW, he 
“also attacked Zia for appointing most of 
his ministers from among former prime 
minister Mohammad Khan Junejo's dis- 
missed cabinet. “Does the president ex- 

-pect opponents of Shariah to expedite 
Islamisation?7 he asked, pointing out 
that Zia has retained Junejo's justice 
minister, who had been the main critic 
of the Shariah bill in parliament. 

Apart from a handful of Ulema, few 
leaders of* public opinion commented 
favourably on Zia’s ordinance. Opposi- 
tion leader Benazir Bhutto accused Zia 

;Of using Islam äs pretext to prolong his 
rule and said he had no authorisation to 
decree. Islamic laws. "This matter 
'should be left to the future elected as- 
sembly,” she said, adding that one man 

‘could not be allowed to impose his will 

on the: people's religious-political con- 
victions. 


Tu country's religious parties also re- 
fused to support Zia, arguing that 
his commitment to Islamisation was no 
longer credible.’ 

Although the president retains the 
image of being personally religious, Is- 
lamists say his policies are motivated 
more by expediency than by Islamic 
considerations. 

He has failed to encourage Islamic 
leadership, they argue, thereby creating 


| total dependence on the military, the 
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and 
feudal interests. 
None of these 


power blocs is in- 
terested in Islami- 
sation beyond 
cosmetic changes. 
Such "cosmetic 
Islam" appealed to 
the nation’s re- 
ligious sentiment 
in the early Zia 
years without real- 
ly changing any- 
thing. The few Is- 
lamic laws intro- 
duced under mar- 
tial law were 
applied selectively, 
and in many cases 
not applied at all, 
despite being put T 
on the statute 


Zia: motives questioned. 









; political group, the 
Jamaat-e-Islami. 
The party hag back- 
ed Zia in his ini- - 
tial years, but 
is now prepar- 
ing to make com- 
mon cause with 
other opposition- 
groups. 

Khurshid 
Ahmed, a former 
minister under Zia, 
summed up the Is-- 
lamists' opinion of 
the Shariah. ordi- 
nance by saying 
it failed to ‘en- 
force Islam in its: 
totality. “Any at- 
| tempt to es 
(| dualism in the 
ree enforcement of 








books. 

From the point of view of the Is- 
lamists, half-hearted measures for Islam 
give their orthodox ideology a bad 
name. Instead of supporting Zia for his 
symbolic gestures, they have now cho- 
sen to oppose him by joining other poli- 
tical parties in calling for elections in ac- 
cordance with the constitution. 

The most significant setback for 
Zia has been the refusal of support 
from the country’s largest religious- 
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Shariah is not 
permitted by Islam,” he added. ; 

The president’s supporters. blame 
the politicians’ pressure and divisions 
among the Ulema for his inability to de- 
liver on promises of Islamisation ear- 
lier. : 

They say this time he is serious abou 
Islamising all laws, and instead of the ri 
ligious parties he hopes to seek the s 
port of the unorganised religious con 
tuency. ; 
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JAPAN ` `. 


Tħrowing dirt at Mr Clean 


Party rebels denounce covert control by Buddhist sect 


By Charles Smith in Tokyo 


J apan’s No. 2 opposition group, the 
Komeito, or Clean Government 
party, has been driven into an embar- 
rassing and potentially disastrous cor- 
-ner by the "disclosures" of two of its 
most senior members about the party’s 
links with Soka Gakkai, the militant lay 
Buddhist organisation which is Japan’s 
largest and most powerful religious 
body. 

The trouble started in May, when 
Toshio Ohashi, a Komeito member of 
the lower house of parliament for more 
than two decades, published an article 
in Bungei Shunju, a monthly magazine, 





This has not stilled suspicions that 
the two remain closely linked behind 
the scenes. Despite efforts by the party 
leadership to recruit outsiders, all but 
one of the party's lower house par- 
liamentarians are Soka Gakkai mem- 


bers. Fujiwara says Soka Gakkai's | 


Tokyo branch network — which is a 
mirror image of the constituency system 
— exists mainly to get Komeito mem- 
bers elected. 

Komeito’s founding charter, which 
limits the party to receiving funds in the 
form of individual contributions, rules 
out direct financing by Soka Gakkai. 





flects the loneliness of the urban under- 
class, which appeared in Japan during’ 
the 1950s and-1960s as part of the post- 
war economic miracle. Soka Gakkai fill- 
ed a vacuum in the lives of such people, 
one critic suggests, by providing them- 
with a disciplined life style and an easily 
grasped set of beliefs. However, Seka 
Gakkai also features a quasi-military 
style of organisation, which has made it 


| easy to suppress criticism. 


Individuals who step out of line are 
liable to become the targets of denunci- 
ation. campaigns which, though less 
noisy, are possibly no less effective than 
the campaigns waged against dissidents 
during China's Cultural Revolution. 
They may also find themselves cut off 
from contact with members of their own 
families. 

Ohashi cites the case of a Komeito 
parliamentarian who was denounced by 
Ikeda after his entire family had been 
killed in a fire at his home in Kyushu 





denouncing Daisaku Ikeda, 
the honorary chairman of Soka [| 
Gakkai, for trying to turn the 
party into his “personal pro- 
perty.” Ohashi was promptly 
expelled from Komeito, osten- 
sibly on a charge of bribery. 
His criticisms, however, have 
been echoed by a second party 
member, Yukimasa Fujiwara, 
whose 23 years as a member of 
the Tokyo municipal assembly 
give him a longer service re- 
cord than most of the party’s 
current national leaders. 
Fujiwara claims that Ikeda's 
domination of Komeito is in 
breach of constitutional provi- 
sions separating religion and 
politics. This could become a 
serious problem if Komeito en- 
ters a coalition with the ruling 
Liberal Democratic Party 
(LDP), following the loss of an 





| Soka Gakkai's Reiyukai Temple; Ikeda. 





early in 1988. Instead of ex- 
pressing sympathy, Ohashi 
claims that Ikeda attributed 
the disaster to the fact that the 
man had neglected to consult 
him about his political career. 
Deaths or illnesses in families 
are said to be regularly used by 
Soka Gakkai militants either to 
recruit new members or to pre- 
vent existing members from 
defecting, on the theory they 
represent divine punishments 
or warnings to the irreligious. 
Fujiwara believes that Soka 
Gakkai's real membership may 
not exceed 3 million “house- 
holds," or about 4.8 million 
people — not the 7.95 mil- 
lion "households" claimed by 
Soka Gakleai official litera- 
ture. But some 500,000 of 
this total are “core” mem- 
bers, whose faith in Ikeda is 
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LDP majority in the lower 
house of parliament. At the moment the 
LDP controls 301 out of 512 lower 
house seats, but the party is widely ex- 
pected to lose at least 30 seats in the 
next general election as the result of 
a natural swing of the pendulum away 
from the exceptionally high support 
levels achieved at the 1986 general 
election. 

The issue of Komeito's “depen- 
dence” on Soka Gakkai is not new. The 
party came into existence in 1964 as 
the political arm of Soka Gakkai and 
was only disassociated from it in 1970, 
after a book by a well known politi- 
cal critic took up the inflammatory issue 
of religious interference in politics. 
Since the party declared its indepen- 
dence, Soka Gakkai officials have been 
forbidden to occupy posts in the party. 
At the same time, all references to 
Buddhism have been struek out of 
Komeito's political platform, which 
identifies "preservation of peace" and 
"respect for humanity *as objectives. 


i 





But Soka Gakkai members working as 
"volunteers" do almost all of the leg- 
work needed to muster 7 million votes 
for Komeito candidates at election 
time. This ensures that the party consis- 
tently elects a larger proportion of its 
candidates for the lower house than any 
other group, including the LDP. 


oka Gakkai’s invisible hand in the 


running of Komeito would be less ofa | 


worry, critics claim, if the parent religi- 
ous Organisation were run on more 
democratic lines. In fact, the burden of 
the case made by Fujiwara and Ohashi 
and a handful of other rebels is that 
Ikeda has managed to make himself the 
centre of a personality cult by insinuat- 
ing that he is the spiritual heir of Nichi- 
ren — the 13th century Buddhist monk 
who founded the sect from which Soka 
Gakkai draws its members. 

Ikeda’s success in constituting him- 
self as an almost god-like figure during 
28 years at the head of Soka Gakkai re- 
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absolute. The devotion of this 
middle-ranking group, consisting pre- 
dominantly of women, explains why op- 
ponents to Ikeda in the upper ranks of 
the Soka Gakkai hierarchy have lacked 
the strength to challenge his leader- 
ship. 

Both Fujiwara and Oshima admit 
that Ikeda has built up a formidable in- 
ternational reputation for himself as a 
seeker after peace. The Ikeda-Toynbee 
dialogues, based on a series of discus- 
sions with ageing British historian Ar- 
nold Toynbee and published as a book 
by Soka Gakkai, are one of many exam-, 
ples of his skills at mobilising the names 
and reputations of foreign dignitaries to 
enhance Soka Gakkars image. But 
Ohashi refers cynically to Ikeda's 
“peace trade" as part of the general ap- 
paratus used to gloss over the real na- 
ture of the system. Ikeda is a "sutra- 
chanting Hitler" says Ohashi, quoting a, 
remark alleged to have been made by 
former prime minister Kakuéi Tanaka 
during the 1970 controversy over Soka 
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Gakkai's relations with the Komeito. 
Officials of Komeito and Soka Gak- 
kai claim that attacks on Ikeda launched 
by dissidents like Ohashi and Fujiwara 
reflect personal grudges and are not 
: primarily aimed at reforming the sys- 
tem. Ohashi attacked in May, according 
to Hidehiko Yaoi, Komeito deputy sec- 
retary-general, only because of a rigid 
party regulation on early retirement, 
which means that he will not be able to 
run for ré-election from his Fukuoka 
constituency at the next election. 

Fujiwara, considered by many to be 
the real force behind the anti-Ikeda 
movement, is said to have started his at- 
tacks only after opponents within the 
Tokyo branch of Komeito demanded 
his resignation as secretary-general of 
the local party. 

Yaoi goes on to claim that Ohashi's 
credentials as a critic of Ikeda are de- 
stroyed by his own patchy political rec- 
ord. He is said to have been involved in 
at least two bribery cases and to have 
had numerous affairs with women. Yet, 
Komeito officials also admit that the 
"evidence" of this only came to light 
after Ohashi had made himself notori- 
ous by attacking Ikeda in a mass-circula- 
tion monthly. 


qe bribery allegations enabled Ko- 

meito's central disciplinary commit- 
tee to dismiss Ohashi from the party 
without citing his attacks on Ikeda as the 
reason for their decision. To have drag- 
ged in Ikeda's name would have been 
awkward, Yaoi admits, since it might 
have been taken to imply that, after all, 
decisions by Komeito leaders are not ar- 
rived at independently. 

The irony of the Ohashi affair is that 
Komeito's leaders had been engaged, 
immediately befose the affair became 
public, in what looked like a successful 
campaign to change the party's image. 
Komeito has been working hard to build 
relations with the newly created Na- 
tional Federation of Private-Sector 
Trade Unions (Rengo), so as to dilute 
dependence on Soka Gakkai and open 
the way for possible collaboration with 
other non-communist opposition par- 
ties, such as the Japan Socialist Party 
and the Democratic Socialist Party. 

At a slightly more superficial level, 
Komeito members have begun speaking 
out at party congresses, instead of au- 
tomatically applauding resolutions put 
forward by the leadership. The 1988 an- 
nual convention, in which delegates 

» fought each other over the issue of farm 
liberalisation, is said to have been the 
first in more than two decades to feature 
a "real" debate on current issues. 

Party leaders say the campaign to 
build a "fresh, *open and exciting 
Komeito" will proceed on schedule de- 
spite — or even because of — Ohashi's 

, revelations. Pessimists believe the party 
may have suffered a setback that could 
seriously affect its performance at the 
next general election. a 
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Look back in anger 


Laurel nurses political wounds but remains optimistic 


By James Clad in Manila 


Priippine Vice-President Salvador 
Laurel regards reports of his politi- 
cal demise, being put about by many 
analysts in Manila, as greatly exagger- 
ated. In a recent interview, he claimed 
instead that it is the government of Pre- 
sident Corazon Aquino that faces prob- 
lems because of continuing instability in 
the country. 

Laurel still nurses wounds inflicted 
by his political defeats. These came al- 
most immediately after he assumed of- 
fice. Before leaving Aquino's cabinet in 
September last year, Laurel claimed 
that an accord he made with her when 





‘overtaken by the 19 


"for four hours" until Aquino revoked 
the 1973 constitution on the same day of 
his formal pte es (REVIEW, 3 
Apr. '86). All the other agreed condi- 
tions also went by the board, Laurel 
claims, because the president formed 
the view that her ran had been 

6 “February Revo- 
lution.” 

Laurel said that the government 
since then had not achieved stability “in 
the full sense of the word.” He also said 
that Aquino had added to her own bur- 
dens by abolishing the Marcos parlia- 
ment, rather than by winning over, as 





he agreed to be her running 
mate in the February 1986 
porcus election, had been 

roken. He did not specify the 
terms of the agreement. 

Laurel insists he has not 
been out-manoeuvred in the 
politicking since February 
1986. “I was not deceived [by 
Aquino],” he said. “But there 
was insincerity, and someone 
welched out of an agreement.” 
That agreement, according to 
Laurel, took the form of a one- 
page document now “locked 
in a bank vault” and based 
on a formula that “you 
Aquino] shall remain a sym- 
ol while I will be the consul- 
tant.” 

Laurel said Aquino had ac- 
cepted five specific provisions: | Ay 
> Laurel would become 
prime minister (an under- 
taking that, he said, implicit- 
ly accepted the 1973 constitution). 
» Laurel would choose half the 
cabinet posts with a veto over Aquino's 
choices ond vice-versa). 
> Aquino would serve only two years 
and then step down to make way for 
Laurel. 
> Aquino would not stand again as a 
presidential candidate after stepping 
down. 
> Laurel’s Unido party, the formal op- 

osition party during the last years of 
ormer president Ferdinand Marcos, 
would retain its primacy. 

Laurel said Aquino initialled each of 
these short paragraphs and that she 
signed at the Bottom of the page as well. 
She also filed her candidacy papers 
"under oath," Laurel emphasised, as a 
member of Unido. 

In the event, the number of Laurel 
allies brought into Aquino’s first 
cabinet fell well short of the 50% agreed 
on, though Laurel became foreign 
minister and was even prime minister 
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Aquino and Laurel in 1986: alliance that turned sour. — * 





she might easily have done, a majority 
ofits MPs. 

That the assembly had proclaimed 
Marcos the winner of the presidential 
election was a problem, Laurel acknow- 
ledged, “but there was a way to undo 
that proclamation . . . my brother [Jose 
Laurel III] and [former defence minis- 
ter Juan Ponce] Enrile had the num- 
bers.” Keeping the assembly intact 
would have avoided all the electioneer- 
ing during the past two years, Laurel 


claimed. “We would have had a parlia- 


ment in place.” 

Instead, Aquino abolished the wholé 
apparatus “without consulting me.” 
Laurel said that, “one day [25 March 
1986] I was sworn in as prime minister at 
11 a.m.; by 3:30 p.m. the same day the 
constitution had beef revoked,” so pull- 
ing the rug out from under his feet. The 
result, he&aid, was a “deliberate, back- 
ward step towards instability." 

And the new constitution that fol- 
lowed? “Perhaps the worst constitution 




















_ aration of powers 


| ture. The US system also makes for 


| Aquino's alleged betrayal of her agree- 





p also noted the government's 


. mother, Dona Josefa Marcos (who died 

“on 4 May, but whose remains, by 22 

; June had not yet been buried). “But 
Ramos said no," he claimed. 


. “Ramos group is not so big," but he says 
"the “Cory group is being pampered.” 
"Despite residual military restiveness, 
vey” of military sentiment last Sep- 
tember) said a mutiny of the kind that 
occurred on 28 August last year “will 
.: in Manila is deceptive. He has a point: 


| moured units positioned themselves on 





" stabilisation." 





in our history" (the Bhilippines has had 
seven since 1898). Laurel says the US- 
style; bicameral system, ratified by 
plebiscite in February 1987, helps make 
Aquino’s government weak. 

Laurel considers that a US-style sep- 
enerates unneces- 
sary problems, such as squabbles for 
turf between the executive and legisla- 


grandstanding within and between the 
two legislative chambers (as in a senate 
bill banning nuclear weapons). That 
“weakness” is exacerbated by what 
Laurel sees as an unimpressive presi- 
dential staff and cabinet. 

The political consequences of: 
ment continue to be felt, Laurel claims. 
For example, a plethora of political par- 
ties now scramble for advantage, but 
none are ascendant. The vice-president 
described current efforts to fashion a 
single government party, to be called 
“Lakas,” from various coalition factions | 
as a transparent device to squeeze out 
uncooperative legislators now holding | 
senior congressional posts. 


“unhealthy dependence on [defence 
secretary and former armed forces chief 
of staff Fidel] Ramos.” Laurel said 
Aquino “was willing to let Marcos come 
back” to attend the funeral of his 


Within the military, Laurel said, the 
Laurel (who conducted his own “sur- 


not happen again.” 
Laurel said the current political calm 


during the weekend of 18-19 June, ar- 


Manila’s south approach highway, 
while Philippine marines, considered 
the government’s most loyal troops, 
took over guard duties at the city’s air- 
port. One cause for these movements 
was the appearance of a few army | 
troops from Mindanao, ostensibly on | 
furlough, but in reality, according to in- 
formed sources, entrusted with the task 
of creating another act of military “de- 
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Laurel’s strongest card remains the | 
right of constitutional succession to the 
presidency if, for whatever reason, 
Aquino should leave office before 1992. 
Laurel also has other assets, including a | 
proven ability f& compromise and 
change tack quickly. He may also have 
the best links to Japan of *ny major 
Filipino politician — a factor that could 
work in his favour as Japanese influence 
grows. s 


AFGHANISTAN 








Healing the wounds of war 
The UN launches a fund to rehabilitate Afghan refugees ; 


By Ted Morello in New York 


Bue by the Soviets, the UN has 
launched a drive to raise US$2 bil- 
lion to finance a four-and-a-half year aid 
plan to rebuild war-devastated Af- 
ghanistan. In a report to the first meet- 
ing of prospective donors on 14 June, UN 


| Secretary-General Javier Perez de Cuel- 


lar acknowledged that the country is still 
*in the midst of continued hostilities" de- 
spite the 14 April Geneva peace accords. 
But he urged contributors not to wait for 
the return of stability before acting. 
“Unless the essential needs of normal 
life can be quickly met," he said, “hope 
may be just as quickly followed by de- 
spair and renewed suffering." Prince 
Sadruddin Aga Khan, a former UN high 
commissioner for refugees, has been 
named coordinator of the two-stage pro- 


gramme. The target for the first, 18- | 


month emergency phase is about US$1.2 
billion. In the 1990-93 period, the goal 
for financing longer-term rehabilitation 
is roughly US$840 million. 

The immediate strategy is to “provide 
a magnet" that will draw the 5 million- 
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plus Afghan refugees back from Pakis- 
tan and Iran before 1990 by rehabilitat- 
ing what Sadruddin calls “pockets of 
peace." Because it would be unréalistic 
to attempt a nationwide rebuilding pro- 
gramme at this stage, he said, “we must 
start where we can." Sadruddin said a 
preliminary UN survey showed that 
“many regions" in Afghanistan have es- 
caped the worst disruptions of war and 
could be restored quickly for returning 


| refugees. As hostilities wind down, such 
pockets could be expanded and new ones i 


developed. 

Although the first pledging confer- 
ence will not be held until later, half a 
dozen delegates made on-the-spot 
pledges on 14 June totalling. some 
US$14.5 million — the largest one of 
US$6.5 million coming from Sweden. 
Soviet delegate Victor Zvezdin called on 
the UN to help in “healing the wounds” 
of war and said Moscow would contri- 
bute to the multilateral programme. 
Traditionally, Soviet assistance has been 
almost exclusively bilateral. 





DIPLOMACY 


Trade grail in Holy Land 


Japan warms up to Israel in attempt to appease US 


By Andrew Horvat in Tokyo 


t a time when the Israeli army's 

rough treatment of Palestinian pro- 
testers is causing some Western govern- 
ments to reassess close ties with Israel, 
Japan has suddenly embarked on a pol- 
icy aimed at improving relations with 
the Jewish state. The reason is the need 
by Tokyo to look good in Washington, 
where a pro-Israel lobby, upset with 
Japan for its pro- Arab policies, wields 
strong influence over a potentially pro- 
tectionist congress. 

The most visible sign of friendliness 
by Tokyo is the decision to dispatch For- 
eign Minister Sosuke Uno on the first- 
ever visit to Israel by a Japanese 
cabinet-level official. Israel and Japan 
have had full diplomatic relations since 
1953 but Japanese policymakers have 
seen their country's interests linked to 
the Arab cause. Japan is dependent on 
imported oil. 

A Foreign Ministry spokesman said 
Uno's 26 June visit signalled no change 
in its Middle East policies, but Japanese 
diplomats have had difficulty getting 
either Arabs or Israelis to accept this. 
On 7 June, ambassadors from five Arab 





e 
of the Palestine Liberation Organisa- 
tion and the Arab League said that the 
Uno visit would be seen as a sign of sup- 
port by Japan for Israel. 

The Arab diplomats also said that it 
was unlikely that Uno could play a signi- 
ficant role in the Middle East peace pro- 
cess. However, Israeli sources disag- 
reed. “The Japanese realise that they 
must have channels to both sides in the 
Middle East if they want to bein on any 
political talks in the area," an Israeli 
source said. This view was confirmed by 
a Foreign Ministry official. 

But the Japanese have a much more 
immediate reason for wishing to warm 
up to Israel. In Washington, Japanese 
compliance with the Arab trade boycott e 
of Israel has provided ammunition for 
US congressmen hoping to keep Japan- 
ese products out of the US. 

Although the majority of Japanese 
companies still refuse to trade with Is- 
rael, Israelis report that two-way trade 
with Japan jumped by 85% in the first 
three months of 1988. Trade is expected . 
to reach US$1.2 billion by the end of 
this year, a three-fold leap in m 


countries along with the representatives | years. 
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Ecom & Partenaire 


The power of foresight. 
Worldwide. 


In a complex world where even the slightest changes in 
egonomic factors can have widespread repercussions, foresight is 
essential. As a top-ranking European bank firmly established 
among the world’s leaders, BNP puts its intimate knowledge of 
world economies to work for you. 

With offices in 74 countries, BNP monitors interna- 
tional markets 24 hours a day, gathering and analysing 
up-to-the-minute data to keep you fully abreast of market 
changes. With a specialized teleprocessing network and one of 
Europes most advanced trading rooms, BNP offers clients the 


advantage of constantly updated, clear 


and precise market reports to help them 


determine the right moment to act, in 





Europe... and throughout the world. 


Banque Nationale de Paris World banking is our business. 
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When one of the world's largest truck manufacturers makes 

an announcement you know it's going to be big news. 
Scania, the truck division of Saab-Scania, has made the 

best range of trucks it’s ever made even better. user and transport need. 


unrivalled worldwide experience to invest in the futur¢ 
Building on experience means maintaining a 
reputation for meeting the needs of every kind of truc 


The new range, celled Scania Series 3, offers a whole 
range of new and technologically advanced features and 
AAN Modifications. In short, Scania is building on its 


Investing in the future means launching a new cab 
with an all-new interior and instrument panel; a wider 
choice of tougher 14-litre diesel engines, with uprated 
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A new dimension 
in truck technology 


La 
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ouiputs up to 470hp; and much more. 

It all adds up to a new dimension in truck technology. 

The new Scania range is now being introduced in 80 
countries throughout the world where Scania has gained a 
renowned reputation for transport economy, safety and 
rugged reliability. 

It just goes to show there's no substitute for quality. 
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( THE Fine Art Or FLYING 


by Kolar. 
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«Je suis la Beauté - Paris». When we asked the Czechoslovakian artist, Kolar, to interpret The Fine Art 
of Flying he responded with his famous, multi-image rollage technique. "Paris", he reflected, "is a love 
affair with a fascinating woman - she will open many worlds to you and yet always draw you back". Air 
France leaves Paris for the world more than 150 times every day. And every flight is a love affair. 


Connections make the world go round. 
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© I CONFESS I've never really under- 
stood why bargirls exist and even less 
why the profession, or trade, appears to 
be so relatively lucrative. I’m not, I 
hope, being falsely naive: we all know 
~ nudge, nudge, wink, wink — that 
bargirls are employed to attract male 
customers and that a large proportion of 
the males who frequent the establish- 
ments where they work have a more 
basic end in view than a few drinks and 
some chit chat. But why, I still wonder, 
is such a preliminary ritual deemed 
necessary? Why are rather a lot of men 
willing to spend a great deal of money in 
establishments which vary from seedy 
and depressing to gaudily vulgar, drink- 
ing hideously overpriced liquor, and 
buying drinks (often tea masquerading 
as brandy) for a professional compan- 
ion? 

Some commentators on the phe- 
nomenon in Japan, where the tradi- 
tional and highly ritualistic geisha has 
been almost completely replaced by the 
bargirl, explain it in terms of the various 
pressures society imposes on the Japan- 
ese male — from the unsatisfactory na- 
ture of his relationship with any woman 
other than his mother to the urge to un- 
button after a high-pressure day in a 
highly hierarchical office. So, the explan- 
ation runs, the Japanese man seeks to 
retrogress into the comfortable days of 
childhood, while *mama-san" feeds him 
titbits and sips of drink, tolerantly ig- 
noring his puerile misdemeanors. So 
runs the parlour-room psychoanalysis. 

But such theories, however valid, 
tend to overlook the fact that many 
males of other nationalities, who don't 
necessarily work under so much pres- 
sure: as the Japamese and who are not 
noticeably afflicted by an Oedipus com- 
plex, tend to behave in much the same 
manner. The equivalents of Roppongi 
are to be found along the streets and 
side-alleys of Itaewon, Wanchai, M. H. 
del Pilar and Patpong, and in cities all 
over the world. One of the most garish 
and ue (with the bargirls’ fees 
being clocked up on digital display units 
on each table) is Hongkong's Club 
Volvo — the name is being disputed — 
which enjoys the custom of an interna- 
tional selection of yuppies with expense 
accounts, including a generous sprinkl- 
ing of various representatives from 
mainland China. 

€ MOST such bars feature mod music. 
It has long been my theory that most 
pop music since the 1960s has been de- 
veloped with the express intent of 
minimising conversation. I solemnly 
swear that some of the most excruciat- 
ingly boring hours of my life have been 
spent being deafened either by grossly 
over-powerful loudspeakers or by a 
group of juvenile delinquents who are 
intent on advertising their lack of talent 
by assaulting grossly over-amplified al- 


| legedly musical instruments. While the 























eardrums are being thus raped, the 
client tries to carry on some sort of com- 
munication with a girl who is mentally 
ringing up the minutes on the cash regis- 
ter which she conceals beneath her 
seqaned bodice in lieu of the heart of 
gold which romantic males still fondly 
believe beats there. 

The combination of circumstances, 
the ambient noise and, most often, a 
lack of a shared language results in con- 
versations worthy of a couple of re- 
tarded gibbons: “How you like Mani- 
la?" “You stay what hotel?" “Ni hao 
ma?” “You speak Chinese ver 
“How long you stay Bangkok?” The 
answer to this one, “I’m leaving tomor- 
row morning,” causes an immediate and 
palpable loss of interest. 

It was with this situation in mind 
that an enterprising Taiwan publisher 
brought out an “Easy and Practical” 
phrase book offering its readers “Fast 
American" with Chinese translitera- 
tions, a volume obtained (he does not 
say how) by Alan Lee Goldstein: 
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The phrases chosen to guide the busy 
bargirl in conducting her transient re- 
lationship with the visiting foreign devil 
begin on a formal note, with only an ob- 
lique political motif: 


Are you stay here on business? 
Where are you staying? 

How do you like Free China? 
What do you think of Taipei? 

I speak broken English. 

Will you lived here for a long time? 


Then the conversation gets a little 
more personal: 


Do you have a girl friend? 
Is she beautiful? 
Oh, you are Sweet! 


From this point on the exchange de- 
generates sharply into what could be an 
existentialist poem cataloguing the depths 
to which human affairs can descend: 


Why don’t you pay me? 
Come over some times. 
No sweat! 

Let me go! 

Don’t drink too much. 


good.” | 











Don’t smoke too much. 
Shame on you! 

I hate you! 

Let’s go to hotel. 

Be nice! 

Be my guest! 

I kill you! 

Thit you! 

Follow me. 

Pay room first. 

Let me check your walet. 
Pm sick. 

Love sick? 


This note of ghastly flirtatiousness 
does not last long. All these phrases are 
of course translated into Chinese but, as 
the cover promises, the phrase book of- 
fers transliterations as well. Chinese 
characters are not the best medium for 
the phonetic rendition of English sen- 
fences so the result goes something like 
this: uos 


You are miser. 
You ah mai-se-er. 






Don't touch me! 
Dong-te ta-qu mi! 


Pay money first. 
Pei man-ni fo-er-si-te. 


You are a wolf. 
You ah ei-wu-er-fu. 


You area butterfly-boy! 
You ah ei ba-te-er-fu-lai-bo-yi. 


We shack up! 
Wu-yi xie-ke ah-pu. 


We cohabit! 
Wu-yi kou-hei-bi-teh! 


This last offer is hardly likely to be 
taken up. If in any circumstances a girl 
said to me: “Wu-yi kou-hei-bi-teh!” the 
last thing I would assume would be that- 
she was inviting me to live with her. 3 

€ IT has become traditional in many. 
parts of East Asia for sightless people to - 
take up massage as a profession. Some - 
such service was undoubtedly being of- 
fered by a little notice on the ‘bedside - 
table in Taipei’s Grand Hotel, but it 
promised much more: 








MASSAGE 
SERVICE 
PLEASE DJAL "5" 
, BLINDER — 
THANKS - 
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When you turn to IBM to solve a problem, we do more than put 
the right products together. 
We put the right people together. 





It’s the partnership between your people and ours that’s at the 
heart of a successful information system, whether you do business 
around the world or within your own city. 

We invest heavily each year in education for our employees and 
customers. We’ve developed special programmes that combine the best 
mirids of our business with the best minds of yours. 

IBM people, trained at our regional education centre, will work 
closely with you and your managers to plan.a comprehensive 
information system tailored to help you attain your business goals. 

This doesn't mean selling you a piece of hardware here and a 
piece of software there. It means sitting down with you and learning 
your business; demonstrating the financial return of our proposals. 

So, no matter what size your business is, call IBM. Because the 
best solutions come by bringing together quality technology with 


quality people. 
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The irretrievable loss 
of Manila's heart 


By James Clad in Manila 


uo years ago an ex-prisoner 

of the Ve dp um Japanese Army pub- 
lished a book about the internment in 
‘Manila of civilians during World War II. 
Now long out of print, A. V. Harten- 
ee The Japanese Occupation of the 
Phi 


ippines chronicled the privations of’ 


camp life; it is not a work of literary 
genius, nor was it meant to be. 

In its final chapters, however, the 
book abruptly takes wing. It is February 
1945. The emaciated internees are 
awaiting liberation by American forces. 
With mounting excitement they hear 
the approaching crash of heavy gunfire. 
US tanks burst into the compound. And 
then a few ex-prisoners venture out 
timidly, for the first time 
in three years, to see 
what has happened to 
the city around them. 

The internees never in 
their most apprehensive 
moments had thought 
that Manila might be al- 
most destroyed. People 
who had been out of the 
camp and had seen the 
devastated city could 
give no adequate de- 
scription of it. No one 
could... 

The aspect of the city 
was not fantastic so 
much as crazed. Noble 
towers and spires, over- 
thrown; quiet courtyards 


Is 
Ili 


and enclosed gardens, burned out and 
exposed; buckled pillars, columns 
twisted like worms, sagging architraves, 
tip-tilted pediments, walls drunkenly 
overhanging the streets, buildings bulg- 
ing outward like balloons defying the 
laws of gravity . . . 

After Warsaw, Dwight Eisenhower 
described Manila as the most damaged 
city in World War II; "the destruction of 
Intramuros," as former Spanish ambas- 
sador to Manila Pedro Ortiz Armengol 
rightly noted several years ago, "was 
only a chapter or a part of the wider 


tragedy." 
Yet the loss of that town within a 
town was, and is, irretrievable — in a 
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History catches up with modern Manila behind Intramuros' walls. 


way that the destruction of the newer 
sections of the city was not. The physical 
elimination of Intramuros ranks-as the . 
most concentrated act of vandalism dur- 

ing the Pacific War; right up to the very 
moment that US Army bulldozers razed 
the remaining first-storey walls and tot- 
tering church towers, the town might 
still have been rebuilt, in itsold form. 
But instead concrete, cuboid bank 
buildings and the like came up as part of 
the post-war development of Intra- 
muros and this proved as damaging 
as the American shelling. Now a 
government-funded agency has under- 





taken to restore Intramuros to its past 
glory. 

"Intramuros was for me a place 
within a place within a place, as in those 
Chinese end that always have another 
box inside another," says Nick Joaquin, 
who writes often about pre-war Intra- 
muros and laments its passing. Within a 
tightly confined space, behind walls and 
battlements built slowly over 300 years, 
stood seven churches, a 
cathedral, 13 chapels, 
two universities and two 
hospitals (one of which, 
San Juan de Dios, was 
Asia's oldest). 

Palaces for the Span- 
ish — governor-general 
and for Manila's arch- 
bishop crowded the area 
near the cathedral, five 
times rebuilt in the cen- 
turies before 1945 after 
fire or earthquake. Else- 
where among the cob- 
bled streets were found 
small sparks, convents 
and foundries making 
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Rising from the rubble, 
the ‘city’ that died 


he task of rebuilding Intramuros 

“as it once was" belongs to an under- 
funded agency called the Intramuros 
Adminstration, formed in 1979 as part 
of the now-dissolved Ministry of Hu- 
man Settlements. The agency has 
achieved only mixed success, however, 


' in taking Manila's once-splendid Wall- 


ed City back to the architecture, and am- 
bience, of its past. 

Eustacio Orobia, appointed in 1986, 
presides over 60 staff in an office over- 
looking the restored Manila Cathedral 
in Intramuros. His"eight architects and 
three consultants must contend not only 
with Intramuros’ near total dfstruction 
during World War II, but also with the 
partial rebuilding of the area since then. 
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Also, parts of the area are very off- 
putting: uncollected rubbish fouls many 
empty side streets while trucking firms 
use the now-vacant lots as depots. Squat- 
ters inhabit parts of the old town. 

After drifting for the past three years 
the restoration efforts could soon start 
up again, with new vigour. The Intra- 
muros Administration ’s close identifica- 
tion with Imelda Marcos (she was minis- 
ter of human settlements), and also with 
former central bank governor Jaime 
Laya, had created real doubt about the 
new government’s attitude. But in an in- 
terview Orobia said President Corazon 
Aquino’s government “is really pushing 
for Intramuros." 





Some signs look promising. the 


festivals and processions 


agency's budget had dipped to P.16 mil- 
lion (US$765,550) in 1987 but rose this 
year to P24 million. Orobia wants P.50 
million in 1989, and thinks he will get 
most of that. Unesco advisers will 
visit in July and the government has 
applied for the old city's inclusion in the 
site list of the World Heritage Convention. 


panish Prime Minister Felipe Gon- 

zales, who visited Manila in May, 
has also said he would consider reviving 
the promise of a US$10 million gift by 
King Juan Carlos during a visit to Intra- 
muros in the 1970s when he was still the 
crown prince. And the Tourism Depart- 
ment, especially Undersecretary Nar- 
zalina Lim, has recognised the potential 
drawing power of a revived Intramuros. 

Malay chieftains and (later) Spanish 
colonists inhabited the Intramuros site 
for several centuries. So making deci- : 
sions about what Intramuros “once was" 
architecturally is rather problematic. 
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were held each month. All this existed, 

“right up to the old town's destruction. 
“In Intramuros there was a mestiza ar- 
chitecture that I call Hispano-Filipina. 
It was, I repeat, a unique town in the 
world,” Armengol said. 

' For some, the presence of these 
churches and-chapels, universities and 
hospitals, suggested a baroque, tropical 
Cambridge or palm-fringed Perugia. 
Certainly, the religious baggage of 
Spanish Catholicism weighed heavy in 
Intramuros, fresh from the Counter- 
Reformation. On Sundays, the Walled 
City's liturgical offering ran riot: 
famous choirs at several churches drew 
crowds in from extramuros, or “outside 
the walls." In a 1980 book entitled /ntra- 
muros of Memory, Joaquin describes 
"the Walled City's churches providing a 
dramatic service: baroque devotion at 
its most ornate." 


Fo nearly all the 350 years, from its 
inception until the 1945 destruction, 
Intramuros had functioned as the heart 
of Manila even if, as Esperanza Bunag 
Gatbonton notes, “extramural develop- 
ment [gradually] left the Walled City to 
the friars, to students and to a few aris- 
torcratic families clinging to the past.” 
And in the few remaining years before 
the Pacific War, Intramuros was slowly 
becoming a downmarket address, full of 
dormitories and boarding houses, while 
the newly Americanised smart set 
moved out into the then-fashionable Er- 
mita and Malate suburbs. 

Yet today, 43 years after the artillery 
barrage ended, even casual visitors to 
Intramuros sense, in the trashy bleak- 
ness and jumble of post-war buildings, 
that the smashing of the old city was 
was somehow a special act of vandalism. 

The 14th American Army Corps 
reached the outsKirts of Manila on 3 
February 1945; it took them one month 
to declare the city secured. “One 


But a decision, inevitably an arbitrary 
one, has been taken: the architecture 
being promoted, Orobia said, is that of 
the 1880s and 1890s, right at the end of 
the Spanish era and at a high point of 
Filipino nationalism. 

Orobia wants existing commercial 
and church buildings to invest at least in 
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what is to be. 


An illustration of 
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thousand Americans, 16,000 Japanese 
and tens of thousands of Filipinos 
perished in this savage struggle, which 
was fought room by room, closet by 
closet," US historian David Joel Stein- 
Ner antt grimly. 

ebate continues about that battle, 
and the need for it. Steinberg and others 
have aimed much criticism at Gen. 
Douglas MacArthur, the US Pacific 
Army Commander. 

"MacArthur's detractors have ar- 
gued that . . . by closing in on the city 
and ringing it, he encouraged the Japan- 
ese trapped there to fight," Steinberg 
says. "It has been argued that, had he 


a facade for their hodge-podge of post- 
war structures, at a cost of P4,000 per m2. 
After patching and rebuilding the 
massive wall that defines Intramuros, a 
project now well under way, the Intra- 
muros Administration will install gates, 
just as before — but these are intended 
to keep out the truckers and squatters. 
Then Orobia wants 
to close off and cob- 
ble a few streets at a 
time, eventually en- 
couraging a resi- 
dential population 
to return to Mani- 
la's now-van- 
quished heart. “If 
the people are not 
here, it is nothing," 
Orobia said. “The 
people have to be 
F 4 here, it has to be a 

— — living monument." 
— James Clad 
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skirted the city arM forgotten nif plans 
for a triumphant return, like de Gaulle 
through Paris, the Japanese marines 
would have been more likely to slip 
through to Gen. Yamashita’s lines” in 
northern Luzon. 

Yamashita had declared Manila an 
“open city” to spare it the type of vio- 
lence that occurred. But his “failure or 
inability to prevail upon the local naval 
commanders to evacuate the city re- 
sulted in the destruction of Manila,” 
says Steinberg. “Atrocities perpetrated 
by the Japanese fighting for the city. 
rank as one of the great crimes of World 
War II.” There was, indeed, a horrific 
slaughter of civilians, inside and beyond 

ntramuros. 

The mayhem might have been avoid- 
ed. The American Navy had argued for 
an attack on Taiwan, bypassing the Phi- 
lippines completely in another “island- 
hop" to isolate the Japanese mainland. 

This was the most important decision 
in the chain of events that led to Intra- 
muros' destruction. The fanatic defence 
and insubordination of the Japanese 
marines was another. 

Yet the US Army must take respon 
sibility for one final, obliterative deci- 
sion. Rather than expend lives, artillery 
fire pulverised Intramuros. Tanks 
smashed through ornately carved gates, 
firing continuously. An ever narrowing 
chance still existed! for renewal, but then 
the irrevocable step: the local US com- 
mander ordered the area bulldozed — 
for fear, he later said, of snipers, 

Although this compares poorly even 
with German sensibilities in the same 
war about Paris, or Prague, perhaps a 
further failure existed, one reflecting 
the ambiguities of Filipinos themselves 
and their wrenching, often violent ex- 
perience this century. The last world 
war was the greatest, but not the first, 
disaster to raze the old city, as Joaquin 
notes. “But in previous centuries, 
hardly had a church gone up in smoke or 
come down in earthquake when work 
was already starting to rebuild it on the 
same site." 

But this time the churches were not 
rebuilt in Intramuros, with the excep- 
tion of the cathedral (with J apanese rep- 
arations) and San Agustin, which as- 
tonishingly escaped the bulldozers' 
blades and most of the shells. Manila 
abandoned its core, leaving the broken 
lots to be occupied by squatters or 
trucking firms. 

"A sense of piety toward old historic 
ground ensured the continuity of Intra- 
muros" in the past, as Joaquin noted, but . 
this time the past and present had parted 
company. This is the most formidable 
obstacle in the way of the restoration.of 
Intramuros, to which the Philippine 
Government is committed. “Churches 
kept rising from the ashes because there 
was a will tg persist and the spirit to con- 
tinue,” Joaquin said. “It was when that 
spirit failed after World War II that 
Intramuros had ceased to be." u 
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KOREA 


Hermit Kingdom revealed 


Korea: A Walk Through the Land of Miracles by Simon Winchester. Prentice 


Hall. US$17.95. 


Ps Corps volunteers in Korea 
used to tell new recruits that the 


„country not only had the highest drop- 


out rate of volunteers but also the high- 
est rate of those wishing to extend their 
two-year assignment. It is sed aes d 
guess whether this is statistically true 
but it is indicative of foreigners' reac- 
tions to Korea. People either like it very 
much or very little; few are ambivalent. 

No matter which side one ends up, 
the beginning is usually the same. 
People mostly arrive predisposed 
against this country which cannot seem 
to shake its forbidding image born of 
Moonies, M.A.S.H. and maniacs in the 
North. 

British journalist Simon Winchester 
definitely stakes his claim in the first 
camp though he says the initial task was 
to shed his bundle of prejudices. “To an 
extent," he writes, "I must have suc- 
ceeded, difficult as it may have been. In 
any event the conversion, for that is 
what I underwent during the two weeks 
that followed, was positively Pauline in 
its scale and extent. I became, without a 
doubt, and with extraordinary sud- 
deness, enchanted by what I found." 

Readers are likely to be enchanted as 
well by what Winchester found. This ac- 
count of his journey is charming and 
lively. Although he can sometimes go 
overboard with generalisations, he 
saves himself with such graceful and 
humorous writing that his sincere affec- 
tion for the place is infectious. 

Guide books aside, there is no con- 
temporary travel book about the Her- 
mit Kingdom. Winchester, an experi- 


HONGKONG 


enced hand in the genre, decided after 
travelling around the peninsula to walk 
across the country. His book is a long- 
overdue update of the first book about 
Korea by a Westerner written some 350 
years ago. 

The route he took was roughly the 
one described by a member of the 
Dutch crew shipwrecked in 1653, who 
were marched from Cheju Island to 
Seoul for the curious king to see, repre- 
senting in a loose manner of speaking 
Korea's first business travellers from 
the West. Winchester started in Cheju 
Island walking parallel to the country's 
west coast some 520 km up. 

One insight that brings a gentle smile 
is the Korean penchant to cherish "the 
tragedy rather than the triumph." Win- 
chester illustrates this point in Puyo, 
one of the ancient capitals of Korea. 
“Tell a Puyoan he's exported Buddhism 
to Japan, and he will look blankly at 


x 





Free and uneasy 


Civil Liberties in Hongkong edited by Raymond Wacks. Oxford University Press. 


HK$95 (US$12). 


lí olitics is the art of the possible, then 
| Civil Liberties in Hongkong is essen- 
tially an exercise in identifying what can 


"be salvaged, and possibly strengthened, 
from the imperfect liberties which Bri- 
tain has established in Hongkong. 

As Britain prepares to leave, the 


policymakers in Whitehall need to be 
prompted into reMising their clear duty 
to enshrine these virtues in new struc- 
tures and should avoid beiflg seduced 
into playing a secondary role by mer- 
cantile considerations, 


Civil Liberties in Hongkong, written 
by some 10 Hongkong-based university 
law lecturers, provides the reader with a 
bountiful brief of conclusions, but is la- 
mentably short on hard and fast recom- 
mendations as to the constitutional 
course that should be charted on this 
most unpredictable voyage. But that 
may be to carp unduly. 

The book details succinctly, and in 
accessible terms for the lay observer, 
those civil liberties enjoyed by the 
people of Hongkong and the method of 


you; tell him that the Shilla kings and 
the Tang Chinese conspired together to 
defeat him, and he'll perk up, with an al- . 
most Pavlovian response to gloom." It 
comes as no surprise to Winchester to 
learn that the most popular tourist spot 
in this town of many artistic sights is the 
bluff from which 3,000 women jumped 
to their death to protect their virtue 
from Japanese invaders. 

He pokes gentle fun at the Korean 
inclination to demonstrate that their 
culture is better than the West's. There 
is the monk who, through resin study, 
conclusively showed Buddha to be wiser 
than Shakespeare. 

However, on facts of contemporary 
history, Winchester runs into some 
problems. Some of the more prominent 
examples include the following: Park 
Chung Hee's assassin was Kim Jae Kyu 
not Tae Kyu. The train explosion in Iri 
occurred eight years ago and it was 
heading for Kwangju not the Ameritan 
military base of Kunsan. Had it been 
going, as Winchester suggests, to Kun- 
san with bombs for the storage dumps 
there, US military guards and not the 
Korean who caused the accident would 
have been on duty. Kim Dae Jung was 
arrested before the Kwangju riots not 
afterwards. In fact his arrest 
was part of what triggered the 
violence. 

It is somewhat of a mys- 
tery that people become smit- 
ten with Korea. The food is 
an acquired taste and the 
weather goes from one ex- 
treme to another ds can the 
temperament of the popie: 
Winchester admits his af- 
fection is*hard to explain. 
Those who appreciate Korea 
should be gratified that 
he gave it a go and a most 
engaging one at that. 

— Nancy Langston 


their protection, and draws particularly 
incisive comparisons. 

It is set out in two parts — “The Pro- 
tection of Civil Liberties,” in which the 
existing framework of civil liberties in 
npon and China is analysed, and 
“Specific Liberties” being a catalogue of 
those liberties which have been estab- 
lished in Hongkong during nearly 150 
years of British rule. 

In a particularly forceful contribu-e 
tion, Peter Wesley-Smith, professor of 
law at the University of Hongkong, 
writes: “Civil liberties are usually con- 
ceived of as rights belonging to indivi- 
duals rather than to groups. The indi- 
vidual, however, is powerless compared 
with the collective unless he has some 
institutional or other support which will. 
protect him.” ; 

The book pays much attention to the 
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Fly Biman for lovely 
charm and grace. Step 
aboard to a welcome 
smile-into our world of 
warmth and friendliness 
to 24 destinations in 3 * 
continents. 





Ninety per cent on time 
arrivals and departures 
with convenient onward 
connections. 


Travel in our luxury 
Executive Class or 
Economy Class with 
traditional hospitality. 





Enjoy the in-flight 
movies, select music and 
delicious continental and 
exotic oriental cuisine 
served with a smile. 
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There's a world of business opportunity 
in the U.S.A/sfifthlargeststate. — ' 


‘ Business has never been better in New Mexico. It may 
N ew Mexico. be the best place for your business and your family. 
* New Mexico's 14 institutions of higher learning produce a highly skilled, 
educated and stable labor force acclaimed nationally for its outstanding 
productivity. * A unique spirit of cooperation between private business and 
New Mexico's local and state governments has 
helped foster growth in new industries including 
biotechnology, advanced medical diagnostics, 
micro-optics and agribusiness. * The Rio Grande 
Research Corridor stretches over 340 miles and 
is home for industries that make New Mexico 
a world-class leader in advanced science and 
technology development. € New Mexico is rich 
in living history and multicultural experience. 
Santa Fe, the oldest capital in the U.S.A., is also 
recognized as a center for the arts. * From the 
Rocky Mountains to the Rio Grande River, New 
Mexico is a land of spectacular contrasts with a pleasant year-round climate 
and a broad spectrum of recreational activities, including 12 major ski areas 
and many fine golf courses. * Want to know more? Contact the State of 
New Mexico's Economic Development and Tourism Department. 


NEW/MEXIC US A ‘ax (505) 827-0407 
Telex (TRT) 156 1239 NMECONDEVTOUR UT 
Land of Enchantment Phone (505) 827-0349 


IYON ty 











e 






. entrenchment of a bill of rights in the 


s 


Basic Law {as implied in the 1984 Joint 

Declaration), a concept which is cur- 

rently gaining ground in Britain, that 

country being one of the very few with- 
* out such a constitutional safeguard. 

As Raymond Wacks, the book's 
editor and head of the department of 
law at the University of Hongkong. is 
prompted to comment on the question 
of a bill of rights: “There is a strange 
irony in the fact that in order to guaran- 
tee the maintenance of English Law for 
50 years after 1997, a distinctly un-Eng- 
lish device may be necessary!" Exactly. 

In arguably the finest chapter in the 
book, “Civil Liberties in China," Albert 
Chen traces the social and political 
structures of the mainland, from the 
Confucian heritage and its authori- 
tarian nature through to the recep- 








tion of Western political thought, the 
establishment of the rule of state law 
and, in particular, the provision of 
human rights in the 1982 constitution. 

Part two of the book, "Specific 
Liberties," cites a full range of civil 
liberties available to the people of 
Hongkong, together with a detailing of 
the legal restrictions on the individual, 
or as Wesley-Smith succinctly qualifies 
the matter in an earlier chapter: "In 
Hongkong, as in England, everything is 
permitted except what is forbidden." 

The reader is thus treated to a 
theatre of rights (and accompanying re- 
strictions) on freedom of association 
and assembly, freedom of expression, 
police powers and individual liberty, 
and concludes with such basic, funda- 
mental rights as the right to privacy and 
the freedom of movement. 





'tised in Britain. 


The Chinese aka the British, sosé- 
tally alien to each another in so many 
fundamental ways, have been united in 
Hongkong by the common pursuit of | 
profit, with the ultimate rule of Crown, ` 
Westminster and Whitehall being but a 
distant distraction. 

Britain has a clear duty to sustain and 
create conditions in which the people of © 
Hongkong can forge their own range of 
liberties — liberties which will not | 
necessarily cause hostility to. mother | 4 
China, or undermine Peking's ultimate | 
sovereignty. And dismay should not be’ | 
caused if those liberties do not bear. 
identical comparison with those prac- 





These essays represent a significant. 
contribution to the debate on Hong- 
kong's future. $ 

— John Beasant 
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Oz the past 20 years or so, a new 
enre of historical writing about 
Southeast Asia has emerged, histories 
whose main actors are peasants, urban 
coolies and sea nomads of the ar- 
chipelagoes of the region. 

Although histories about governors, 
sultans, rich merchants and colourful 
adventurers written from traditional 
historical sources — such as colonial 
records e- continue to be published, 
younger historians have taken up the 
challenge to leave behind the view from 
the deck, the fortftess battlements and 
the trading posts, to reach out for the 
story of those who largely remain name- 
less and unrecognised in most histories: 
the ordinary people. 

James Warren is a historian who has 
helped forge this new view of Southeast 
Asian history, a view from the bottom. 
Rickshaw Coolie is his latest contribu- 
| tion, a fascinating reconstruction of the 

lives of the men who pulled the 
rickshaw, a transport device that be- 
came synonymous with Asian cities, 
their main form of conveyance and an 
essential part of their development. 
However, the puller's lot was one 

. which sapped his physical strength and 
destroyed his spirit. Most pullers 
«dreamed of their own rickshaw and 
earning enough to bring a wife from 
China few did, and most died 
bachelors. 

From the 1880s to late 1930s, 
thousands of Chinese from the im- 
poverished provinces of southern China 
went to Singapore to make their for- 


5 | tunes — many died trying, often drop- 


ping dead from disease, exhaustion or 


_| the ravages of opium as they trotted be- 





"tween the handles of a rickshaw. 


The puller’s tale 


Rickshaw Coolie: A People’s History of Singapore (1880-1940) by James 
Francis Warren. Oxford University Press, Singapore. No price given. 














A rickshaw coolie draws on an opium pipe. 





Warren recreates their lives, fash- 
ioning a new picture of Singapore as a 
“coolie town,” using a variety of un- 
usual sources, in particular the records 
of the Coroner’s Court. For many years, 
pre-1941 records were assumed to have 
been destroyed just before or during the 
Japanese occupation. But Warren, 
while poking around in the basement of 
the Subordinate Court, came across 
piles of dust-covered folders stacked 
against the wall. 

From records of the coroner’s in- 
quests during this period, Warren 








pieced together snapshots of personal : 
tragedies — the death of a puller from © 
heart failure brought about by VD; or | | 
the suicide of a puller's wife, desperate |. 
about her children, with a husband un- .] 
able to work because of amoebic dysentry. 

— which are interwoven into the broader 
matrix of the political, economic and so- 
cial life of the coolies’ world. alee 

Warren gleans an astonishing 
amount of information from these files: 
details of clothes, of what rickshaw 
coolies normally ate, personal relations 
and habits, and how they reacted to all 
the forces affecting their lives — the de- 
mands of the police, the watchful 
scrutiny of the municipal Rickshaw. De- 
partment, the rent charged by the own-. |. 
ers, and the increasing threat of the | 
growing use of motorised transport in 
the early 20th century. 

In his 1981 book on Moro piracy in 
the 18th and 19th centuries, The Sulu 
Zone, Warren used the testimonies of 
180 fugitive slaves who had escaped 
from the Sultanate of Sulu to recreate 
an insider's view of life in this region © 
south of the Philippines. Similarly, the 
coroner's depositions give us an account 
of the lives of those who, apart from the 
accident of their death, would never 
have been told. 

As Warren writes, these records 
were "the living testimony of Chinese 
people who did not know how to ex- 
press themselves in print and who did 
not have access to people-with-power. 
These records bring the rickshaw 
coolies, their clansmen, kinsmen and 
women of a forgotten past into the his- 
torical forefront." ` 

But for all its merits, Rickshaw 
Coolie has some faults. Its organisation 
is awkward and pedantic, leading’ to 
needless repetition that makes it overly 
long. The form miglf suit an academic 
dissertation, but it does not make for a 
book whith is readable to the non- 
specialist as would have been expected 
from a work subtitled “a people’s his- 
tory.” — Stephen Morgan. 
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Foreign pharmaceutical companies accuse South Korean rivals of stealing ideas 


Patent drugs abuse 


By Mark Clifford in Seoul 
Imost two years after South Korea 
and the US signed a landmark intel- 
-ectual property rights agreement, the 
two sides are again bitterly divided over 
protection for pharmaceutical products, 
especially for the older drugs that are 
the backbone of corporate profits. 
Warning shots were fired on 14 June 
when the US Government launched an 
investigation into South Korean patent 


policies and US Trade Representative | 


Clayton Yeutter threatened wide-rang- 
ing retaliation for patent violation. 


The battle is not simply for South | 


Korea's USS1 billion-a-year phar- 
maceutical market, but one for profits 
in knowledge-based industries. It pits 
the South Koreans' hunger to make 
more profitable, more complex pro- 
ducts, like pharmaceuticals, against 





nti-AIDS threat. 
south Korea 

iny Samchully 
anti-AIDS drug AZT. How did a 
company with US$4 million annual 
turnover develop a revolutionary drug 


beaded by a 29-year-old scientist? 
We were et smiled a senior 


| companies alleged that South Korean | 








Pharmaceutical. 
says it has developed the high-pro-. 


in less than one year with a team 


- have taken development shortcuts. 


of a censed by what they claim is compli- 
-> city by the South Korean Government. — 
In addition to government-funded re- | 


h reverse-engineer products, govern- _ 
the. ment awards go to those who appe 
y be infringing international intellectual - 

z d ed norms. 








an employee with eee piracy, 1 


their richer foreign rivals, desire to pro- 
tect products that are hard to invent but 
easy to copy. 

Spurring the US probe were a pair of 
suits filed under the US Trade Act by 
Squibb and Bristol-Myers. The two 


manufacturers had copied their pro- 
ducts with research help provided by the | 
South Korean Government. The US de- 
cided that a systematic investigation of | 
South Korea's patent system was in | 
order. According to executives with | 
foreign pharmaceutical companies in 
Seoul, the Bristol-Myers and Squibb 
cases are typical of piracy cases in South 
Korean. 

Bristol-Myers accuses South Korea's 
largest pharmaceutical manufacturer, 
Dong-A Pharmaceuticals, of infringing 





itors in Seoul for the Olympic Games. 
*A Japanese can come over here and 
buy five bottles and pay for his trip 
with the savings," claimed the senior 
executive. The fledgling company has 
an initial export target of US$10 mil- 
lion ayear. —— 

". Samchully claims it can sell AZT at 
about half the world market price. In - 
a glowing profile published recently 

by the government news agency 
Yonhap, Samchully president Han 
Chi Yoon said that the company had . 
access to cheaper glucose, a raw mate- 
rial used in making AZT. Privately, 
company officials admitted that South 
Korea's glucose prices are not below - 
world prices and the company may 


Foreign manufacturers are in- . 


search institutes which allegedly help 


arto- 








oryung, the company Squibb = 








































-| Korea because they are really inferior 
| copies. 


| issue, the dispute over pharmaceutical 
_ | patents has turned into a complex three- 


.| munity in the far corner. Previously, the 
-| US had won retroactive patent protec- 
4 tion from the South Koreans for some 
pharmaceutical products in the 1986 in- 


-| did not receive the same concessions, 
| South Korea's 


: preference benefits last December. EC 
| executives claim the South Koreans are 


pues on one of its best-selling anti- 
oiotics, amikacin. Bristol-Myers also 
claims the South Korean Government- 
funded Korea Advanced Institute of 
Science and Technology provided re- 
search to enable Dong-A to copy 
amikacin. 

Bristol-Myers is pulling out of a 
proposed joint venture to make amika- 
cin in South Korea. "We haven't gone 
ahead with the joint venture because of 
this," said a Bristol executive. "We'd be 
crazy to." Company executives said that 
the joint venture was planned after they 
thwarted an earlier attempt by Dong-A 
to copy the drug and extracted a prom- 
ise that it would not violate Bristol's pa- 
tent. 

South Korean officials, however, say 
that the US firms are using the Trade 
Act process to extract concessions out 
of South Korea. The patent issue “is a 
juridicial problem," said a senior official 
at the government's Economic Planning 
Board. US executives counter that they 
have never won a pharmaceutical pat- 
ent case in South Korean courts. 


Fe companiés have had to be- 
come more imaginative in their use of 
the law. Roche Korea, a joist venture 
with the Swiss-based Hoffmann La Roche 
group, successfully blocked an allegedly 
pirated product. It cenvinced the South 
Korean Government that documenta- 
tion used by a local firm to win govern- 
ment approval to sell the drug, which 
included copies of Roche-sponsored 
research, constituted a violation of 
Roche's copyright. 

Foreign companies have also used 
sophisticated assays of pirate products 
to show that they do not meet specifica- 
tions in standard pharmacopias. Thus, 
they have successfully argued, the drugs 
should not be approved for use in South 


Rather than remaining a bilateral 
cornered fight with the European Com-, 


tellectual property rights negotiations. 
European and Japanese manufacturers 


and the EC protested by suspending, 
eneralised system of * 
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j ers are 


European products. 

Ironically, the dispute comes even 
though South Korea has signed most in- 
ternatjonal intellectual property rights 
treaties in recent years. These should 


protect products that are developed in 


the future. 

Foreign pharmaceutical manufactur- 
articularly pleased that new 
drugs will be protected by product pat- 
ents, whfch protect final products, 
rather than so-called process patents. 
Process-patent protection allows func- 
tionally similar products to be produced 
if minor changes are made in the way 
they are made. 

South Korea's more than 300 phar- 
maceutical companies have to wonder 
how they will fare. The combination of 
strict price controls imposed by the 
country's new national medical insur- 
ance system and the new patent laws 
will winnow out the weaker ones. 

South Korean pharmaceutical com- 
panies want to become major exporters, 
and to compete against foreign firms at 
home. To do this, they will have to in- 
crease dramatically their spending 
on research and development. 
Daewoong, one of the most profita- 


concentrating on copying Japanese and | 


| ECemployers- 

















Yeutter: trade retaliation warning. 








attack pirates - 


By Shada Islam in Brussels 


ig business in the European Com- 
munity (EC) has stepped up calls 
for tougher international 


action - 


^ against countries which violate intel- - 


. lectual property rights. EC indus- 


- trialists say that developing countries’. 


continued access to EC markets 
should be linked to improvements 
in the protection they offer Euro- 


pean trademarks, patents and copy- 


: rights. i£ 
In a statement issued on 14 June, - 


the EC's powerful employers’ federa- 
tion, Unice, said it was joining hands 
with the Intellectual Property Com- 
mittee, a lobbying group of US multi- 

“nationals, and the Japanese business 
federation Keidanren. 

_ They are demanding the negotia- 
tion of a binding intellectual property 
protection code within the Uruguay 
Round talks on trade liberalisation the 
General Agreement on Tariffs and 

Trade (Gatt) has 
under way in Geneva. 
Unice said it had 


"US demands because 
theft of European in- 
tellectual | property 


and growing." In ad- 
Lil——————— 


Moreover, the 
dispute is of increas- 
ing importance as 
South Korea moves 

the development 
ladder. South Ko- 
rean electronics com- 

anies have already 
ost similar cases in- 
volving semiconduct- 
ors and US software 
makers have recently 
been nosing around 
Seoul looking for 
copyright violations. 





AP 





ble local pharmaceutical companies, 
spends only 2% of its annual turnover 
onR&D. 

The dispute over patents looks cer- 
tain to become more intense. Foreign 


companies have not enjoyed the rosy | 


growth they anticipated when many set 
up operations in the late 1970s and early 
1980s. 
gishly — less than 10?6 a year in recent 


years — and companies have been bur- | 
. dened by high interest costs, as well 


as a prohibition on subcontracting to 
occupy otherwise idle manufacturing 
capacity. 


Drugs safes have grown slug- | 








» Nayan Chanda adds from Washing- | 


ton: The dispute over patent abuse has 
started out in restrained fashion. US 
Trade Representative Clayton Yeutter 
announced setting up a fact-finding task 
force under Section 305 of the Trade 


Act to look into South Korean 
practices and policies on patent 
rights. 


This followed the filing of a petition by 
pharmaceutical company Bristol- -Myers 


to institute an investigation into South | 


Korean patent violations under section 
301 of the US Trade Act. However, the 
US administration did not immediately 


agreed to fall in with — 


was both “extensive | 


* would set out fundamental principh es 
-for protecting patents, copyrights an 
trademarks. 








ei 
pie in the loss of 100,000 jobs in 


: negotiated within Gatt. 


'"panese counterparts have com 


-available whenever G 


-fringe the laws inside their na 


tion could mean more difficult acc 


dition to finan 
| billie d 





theEC. | 

Unice stressed that existin inter. 
national rules designed to protect : 
tellectual. property were inade 
and a new, more. “appropriat 
gime,” forbidding the man 
and sale of fake goods. 





EC employers and their 


favour of a strict new code 


- Multilateral consultation 
putes settlement procedur: 


fail to 
rights. 
cluding the right to stop impor 
legally copied goods and to t 
court injunctions against those 


markets would be allowed. 

Unice admits that devel 
tries which may be reluc 
such a deal. To start witl 
incentives" would be need 
improved access to Western 
ogy and the provision of technical 
legal assistance in improving natio 
laws. Failure to grant better pro 












to European markets and the. 
drawal of tariff preferences. — 5 








follow up the request and chose instead 
to order the study. 

The task force will prepare a report 
on the Korean Patent Office and on how 
South Korean courts enforce patent 
rights. The study was ordered because, 
Yeutter said: "I am concerned that 
there may be a far-reaching problem of 
blatant patent abuses in South Korea." 
He warned that if the task force study, 
to be finished by 1 December, con- 
firms that patent infringement is a 
"broad-based problem that is not being 
properly handled by the Korean Gov- 


| ernment, we will take whatever mea- 


sures are necessary." 

By ordering a preliminary study, 
Yeutter has given Seoul five-and-a-half 
months to resolve patent disputes with 
US companies and stave off a 301 inves- 
tigation and possible trade retaliation. 
In a recent letter to Yeutter's office, the 
Pharmaceutical Manufacturers’ Associ- 
ation accused South Korea of corisis- 
tently failing to abide by the terms of the 
1986 agreement to sfengthen its protec- 
tion of intellectual property, especially 
regarding*pharmaceuticals. Seoul is re- 
ported to have agreed to patents on only 
a third of the 1,000-or-so drugs that US 
companies want protected. g 
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To market, to market 


China expected to push ahead with price reform 


By Louise do Rosario 


P eking has put price reform, the most 
sensitive aspect of economic modern- 
. isation, back at the top of its agenda. 
The reformist leadership is ready to ac- 
cept the high risk of tackling price re- 
-form which, for almost two years, has 
been put aside while priority was given 


; and banking. 

Chinese leaders have recently said 
they will confront price reform head-on, 
prompting the belief that major price 
decontrols are on the drawing board. 
Earlier this year, the prices of four 
major food items were decontrolled 
(REVIEW, 26 May). Industrial raw ma- 
terials, such as steel and coal, may be 
the next target. 

The risks of reform are clear. Given 
chronic shortages, prices are bound to 
soar once controls are removed. Panic 
buying and excessive wage rises to com- 
pensate for higher prices, already ram- 
pant in recent months, will worsen if the 
public is convinced more price increases 
are coming. 

But the leadership has decided to act 
while Deng Xiaoping is still alive. They 
do not want the reform programme to 
be bogged down for decades, as in other 
socialist countries, by the price hurdle. 
Delay in reforming prices will undo past 
gains, create new price distortions and, 
eventually, require bigger and more 
painful price adjustments, they fear. 

The political environment is also 
favourable. The economy, though over- 
heated, is buoyant. High personal sav- 
ings and low factory productivity fol- 


lowing years of excessive investments 


Heating up, but still bearable 


Sustained industrial growth pressures the Chinese economy 


should cushion price shocks. 

Recognising that inflation is unlikely 
to ease quickly because of the underly- 
ing strength of demand, Peking appa- 
rently hopes to make the best of it — ad- 
just prices of more controlled items to 
rational levels, tolerate the resulting in- 
flation, and, meanwhile, send more ra- 
tional price signals to factories to help 
speed up industrial restructuring. 

There is now a strong political con- 
sensus for more and faster price reform. 
Analysts, however, caution that the 
consensus can shift quickly if there is a 
Serious economic deterioration or a 
high level of social discontent. In mid- 
1987, according to one source, a com- 
prehensive — price-tax package was 
quietly shelved because of the un- 
favourable politi@l climate following 
the downtall of party general secretary 
Hu Yaobang. Peking also fouħd that the 
central budget was too tight to make the 
required tax concessions. 

At present, prices of a third of all ag- 


to. reforms in state-sector enterprises: 





ricultural products and retail com- 
modities are determined entirely by 
market forces. Others are often subject 
to a "double-track" pricing system, 
under which fixed and unfettered prices 
co-exist for one product. But for many 
industries, prices are still distorted. 

In the State Council's 1988 reform 
schedule announced in late April, price 
reform appeared to have been pushed 
further aside when the government 
committed itself to ease inflation and 
stabilise prices. But price reform is 
firmly back on the agenda. On 1 
June, the politburo announced 
that systematic plans for price 
and wage reform would be 
mapped out. The public has 
been reminded of the 
achievements of reforms, and 
asked to support further 
changes. 

Wage reform — linking wage 
increases to productivity rather 
than prices — is an important paral- 
lel measure to ensure that higher 
prices will not lead to an inflation- 
ary wage-price spiral similar to 
that of 1986-87. In linking price and 
wage reforms, the government also 
commits itself to pay reasonable 
wages to a discontented public who 
had been assured for months that 
there would be stable prices this 
year. 

A high-level price committee, 
chaired by Vice-Premier Yao Yilin, 
has been set up to devise a five- 


C hina is heading for its longest period 
of sustained rapid industrial growth 
of the 1980s, with monthly output gains 
of up to 14-1776 over the past 18 
months. The double-digit growth is 
causing strains, but so far no serious dis- 
locations. 

However, the position could de- 
teriorate rapidly if raw  material- 
supplies and infrastructure develop- 
ment continue to lag behind overall 
growth. And price liberalisation could 
also bring confusion and more inflation. 

So far, the current industrial boom 
has been more balanced and predictable 
than others in the recent past — cer- 
tainly, a far cry from the hypergrowth of 
1984-85 when a sudden, uncontrolla- 





ble surge saw wages rise almost 5096 , in 


one quarter alone, state capital con- 
* 















year plan for price reform, the Hong- . 
kong-based Wen Wei Po reported. 

The committee will investigate. the 

time needed to smooth out irrational 

prices, the public tolerance of price 

rises, and the impact of price reform - 
on the rate of inflation. A similar 

task force, headed by Rui Xingwen, 

a member of the partys powerful 

five-member secretariat, has been 

formed under the politburo, sources 

say. 

Policymakers have a range of op- 
tions for price reform — they can adjust 
the relative prices of various products, 
fix prices closer to market levels, allow 
more products to move from plan to 
market prices, or completely free 


prices. Economists believe the reforms 
will involve major price adjustments 
and decontrols rather than the cautious 
tinkering of the past year. 



























THE BUYING CRAZE , 






struction activity jump 43.596 in the first 
half of 1985, and foreign reserves 


| plunge. 


In contrast, the current growth has 
brought rising foreign-exchange re- 
serves, moderate investment levels and 
a negligible visible-trade deficit. Money 
and credit supply have expanded at a 
quick, but not runaway rate. . 

Peking is also in better control this 
time, though it is uneasy with the pace 
of growth. However, it lacks both the 
political consensus and the economic 
weapons to slow dotvn growth. At the 
centre, there is disagreement overan ap- 
poprali growth rate. Some leaders put 

alance and stability before growth and, 
reform. Others think big swings are in- ^ 
evitable as China reforms its economic 
system. At the provincial level, officials | 
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ingreasingly ignore Peking’s dictates. 

‘Most policies emanating from. Pe- 
king recently have been expansionary 
— deficit-budget financing, accelerated 
development of coastal areas, the con- 
tract-management incentive system for 
state factories and the latest call to 
speed up price liberalisation. 

A tight credit policy introduced last 
September has been ineffective because 
of political interference and the banks’ 
difficulty in resisting credit demands 
“from fast-growing enterprises. State 
|. lending growth slowed to 16.7% (on an 

|. annualised basis) in the fourth quarter 
of 1987, but increased again to 22% in 
the first quarter this year. 

Even if a powerful political coalition 
pushing for slow growth eventually 
| emerges, Peking has few macroeconomic 
+ levers to initiate a soft landing quickly 
— substantial production, distribution 
and funding occurs outside the state 
:plan. 
<The 1984-85 boom lasted slightly 
longer than a year, with monthly indus- 
“trial growth briefly touching 25%. 
‘contrast, the recent monthly growth 
rate has been hovering around 14-17%. 

In 1984-85, the collective sector (which 
includes the high-growth rural indus- 
tries) grew at a breakneck speed of up to 
50% , while the state sector lagged far 
; behind, This time the gap is smaller, in- 
;dicating that enterprise reforms have 
.made some impact on the state sector. 
In the 15 months leading up to March 
this year, state industries registered 
“growth of 9-13% a month while the col- 
lective sector turned in rates of 17-23%. 

For the first time, China's industrial 
growth is not pulled predominantly by 
investment. Since 1987, investment has 
been levelling off, in part due to the gov- 
ernment’s three-year effort to keep it 
down. In the first quarter of this 
year, overall capital construction was al- 
most static when adjusted for inflation. 

Supply of raw materials, energy and 
transport is tight, but bearable. In the 
first quarter, the rail freight volume 
grew 10.2% on an annual basis. Overall 
energy output rose 3.876, with electric- 
ity: output growing 12.7%. Energy 
shortages have not yet caused wide- 
spread production shutdowns as in 
1985. There were also shortages of 
non-ferrous metals, agricultural pro- 
ducts and chemicals. But output of iron 
and steel has grown by more than 10% 
each. 

Optimists in China say the high in- 
' dustrial growth is consistent with the 

country's rapid development since 
1978. In the past decade, China's GNP 
has grown 9% a year. Nearly 40 million 
jobs have been created in cities, and 
another 80 million peasants have moved 

; from farms to ruwal factories in the 
^*| countryside. Major economic changes are 
bound to lead to imbalances, éut China 

e | has demonstrated remarkable resilience 




































In | 





Battle of the giants | 





| ing to markets in Asia to maintain sales 


"panese stranglehold on its home mar- 
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Tyremakers fight for a share of an expanding Asian market 


By Carl Goldstein and Review Correspondents 
aced with stagnating tyre sales in 
the US and Europe, the world’s 

major tyremakers are increasingly look- 


growth. 
On the one hand, US and European 
companies are trying to break the Ja- 


«et, which is second in size only to the 
US. On the other, international 
tyremakers, including the Japanese, are 
turning the rest of East and Southeast 
Asia into a battleground as they try to 
strengthen production bases and exploit 
the region's growing demand. 

The stakes involved are large. as 
global sales in 1986 — the last year for 
which full statistics are available — 
amounted to US$34.4 billion. Asia rep- 
resented the fastest-growing segment of 
the market. 

Outside Japan, a market itself worth 
3 1,134 billion (USS6.7 billion at 1986 
rates, or US$9.1 billion at current rates) 
in the same vear, the Asian market is 
dominated by wholly owned or joint- 
venture equivalents of the world's big 
three producers — Goodyear Tire & 
Rubber Co. of the US; Groupe Miche- 
lin of France; and Japan's Bridgestone 
— or by local companies using their 
technology. 

But any measure, the industry is 
highly concentrated. The big three com- 

anies collectively control a command- 
ing 53% of the world market. The mar- 
ket share of each of these three com- 
panies easily outpaces those of their 
main competitors. About 8576 of non- 
communist world tyre sales are control- 
led by 10 companies, of which three are 
Japanese. 

Bridgestone joined the top three 
with its April takeover of the US major, 
Firestone. The deal brought headlines 
to the normally staid tyre industry. 
especially when the Italian tyremaker 
Pirelli made a last-minute grab for the 
US company. Beyond the high-stakes 
corporate drama involved, the contest 
for Firestone signalled the  wide- 
ranging shake-out now gripping the in- 
dustry. 

Bridgestone's willingness to pay 
US$2.6 billion for Firestone reflected its 
determination to establish a strong pre- 
sence in the US market, which accounts 
for some 34% of world tyre sales. With 
Japanese car makers projecting US- 
based production of 2 million cars a year 
by 1990, the US market is all the more 
crucial for Bridgestone. 

The company already had a secure 
base in its home market, plus strong 





production operations in Taiwan, Thai- 





* 


land and Indonesia. It also has active 
sales offices in most other countries in 
the region. But Bridgestoné — consi- 
dered by industry analysts a conserva- 
tively-run company — had been late 
getting into the US. 

The Milan-based Pirelli had to settle 
for the far smaller Armstrong Tire Co., 
which it bought for US$196 million in 
early June. Having secured an increased 
US market-share, Pirelli's next step, ac- 
cording to a company official, will be to 
look for ways to strengthen its presence 
in Asia. The region now accounts for 
only 8% of the company's sales. Op- 
tions would include taking equity stakes 
in or technical agreements with local 
companies. 

The recent takeover activity under- 
lined the increasing globalisation of the 
tyre industry. It has become essential 
for the few dominant companies to have 
localised sources of supply in each re- 
gion. Otherwise, heavy shipping costs 
and currency fluctuations can knock a 
company's products out of contention. 
Steep tariff barriers in many countries 
make imports prohibitively expensive. 

Japan, accounting for 14.4% of 
worldwide sales, offers the biggest po- 
tential rewards for Western tyremakers. 
But it also presents tough obstacles. The 
problem is not tariffs but ratheg the dif- 
ficulty foreign companies have in pene- 
trating complex domestic distribution 
networks. e. 


Te big Japanese tyre producers make 
formidable competitors. . Bridge- 
stone, which started using Goodyear 
technology in the 1950s, now claims a 
50% share of the domestic market and 
accounts for 45% of Japan’s tyre ex- 
ports. 

Its nearest rival is Yokohama Rub- 
ber, with 18% of the domestic market. 
Yokohama has long-standing technol- 
ogy links with US tyremaker B. F. 
Goodrich which last year merged with 
another US concern, Uniroyal, to form 
Uniroyal-Goodrich. 

Sumitomo Rubber Industries, the 
third-ranking Japanese  tyremaker, 
early on established technology-licens- 
ing relations with British-based Dun- 
lop. Then several years ago, in yet 
another demonstration of rising Japan- 
ese corporate ascendancy, Sumitomo 
bought 85% of Dunlop, formerly one of 
the world’s leading tyre manufacturers. . 
Besides six Dunlop factories in Western 
Europe, Sumitomo also took over Dun- . 
lop’s technology-licensing links with 
leading Malaysian tyremaker Dunlop 
Malaysia Industries Bhd (DMIBye part 





e | inkeeping production and consumption 
high. — louise do Rosario 
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of Malaysian-based multinational Sime 
Darby. 

Tyre sales in Japan have stagnated in 
recent years at around 150 million units. 
As in the US and Europe, the main fact- 
or in the stagnation has been the wide- 
spead use of radial tyres. Longer-lasting 
than conventional bias-ply tyres, radials 

Are expensive to develop and have led to 

slower replacement cycles and lower 
overall sales, even as vehicle numbers 
have increased. 

Still, imports of foreign-made tyres 
into Japan have climbed rapidly as the 
rise in the yen has improved their com- 
petitiveness. Imports rose from 3.8 mil- 
lion tyres worth 324.4 billion in 1984, to 

: 8.2 million (worth ¥45.2 billion) last 
year. 
Mog: European and US tyremakers 











have managed only a limited sales pre- 
sence in Japan. Michelin, however, has 
established itself as the leading im- 
ported brand. Its sales have risen more 
than 7076 in the past five years to over 
3.5 million last year. Michelin says it 
now holds 8% of the Japanese market 
for new car tyres and 2% of replacement 
sales. 

Despite its relative success in achiev- 
ing sales in the tough Japanese market, 
Michelin has been weak in sales else- 
where in Asia. It has lagged far behind 
its chief rivals, especially Goodyear, 
in establishing production facilities 
around the region. 

With the importance of the Asian 
market growing by the day, Michelin 
adopted a catch-up strategy. “We want 
to be present in Asia at a level commen- 


surate with our global sales, and for that 
we need to produce as well as sell in this 
market," said a Michelin official. In 
May, the company announced plans to 
set up its first production facility in 
Japan, a car-tyre joint venture with 
Okamoto Industries, the smallest of the 
major Japanese tyremakers. Michelin is 
to put up 51% of the capital for the new 


Okamoto Tire Corp. 

The new company will take over an 
existing Okamoto factory in Gunma, 
north of Tokyo. The facility's produc- 
tion capacity should double to 6 million 
tyres a year by the second half of 1990, 
The link w&h Okamoto will also enable 
Michelin to double its present 700 sales 
outlets in Japan. 

The Japanese move was Michelin’s 





venture, which will be called Michelin - 
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third in the region. “In Octob 
Michelin began production in South 
Kore’: in a 50:50 joint venture with 
Woosung Industrial, the smallest of 
d three major South Korean tyre manu- 
is facturers. 

Us In December, Michelin also joined 
with Siam Tyre of Thailand to form a 
joint-venture operation, to be called 
Michelin Siam Co., that will produce 
radial car tyres under the Michelin 
trademark. The deal came as a vivid 
“demonstration of the complex weave of 
jnternational linkages coming to charac- 
terise the industry. Siam Tyre is 8096 
owned by Siam Cement Co., one of 




























ness groups. The remaining 20% is held 
by Firestone, which has been taken 
over by Bridgestone. Siam Tyre, which 
makes its own tyres using Firestone- 
licensed technology, will distribute the 
tyres to be made by Michelin Siam Co. 
Despite the seeming confusion, the 
Siam Tyre link should prove advantage- 
ous for Michelin. Not only will it help 
the French company penetrate the 
highly protected Thai market, but it will 
provide a base for exports to the region. 
The new plant at Lam Chabang on the 
Thai eastern seaboard is expected to go 
into production by the end of 1989. 
Some 40% of the 1.5-2 million tyres a 
year output will be sold locally. 
Michelin was not the only foreign 
company to be attracted to the South 
_ Korean tyre market. In mid-March, 
"Goodyear won government approval 
for a 100% foreign-owned car tyre faci- 
lity. Under the terms of the agreement 
with the South Korean Government, 
Goodyear will export all its output for 
` the first four years. According to com- 
pany officials, 25% of the output will be 
Sold as original equipment for South 
Korean cars destined tor export. 
Production is expected to begin in 





Thailand's blue-chip diversified busi-. 





vitl 
capacity of 
tyres. Goodyear has 
been supplying im- 
ported tyres to Hyun- 
dai, the leading South 
Korean carmaker, for 
some time. 

South Korea has 
the largest tyre indus- 
try in Asia outside of 
Japan. The key factor 
behind this has been 
the stunning success 
of its vehicle-export |8 
programme, which is | 
on track to ship more | 
than 1 million cars this | 





year. 
The US and Euro- 
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Dunlop tyre factory in Malaysia. 


dustry; Despite the 
&scant 
edate, the Proton car 
? has provided a sturdy 
2 growth engine for the 
ocal firm, 
DMIB, the biggest 
local fifm, is makes 
2,000 car tyres a day, 
and supplies half the 
tyres for the Protons. 
The othes half are 
|| supplied by Goodyear 
Malaysia, a 51-49 
joint venture between 
Goodyear and Ama- 
nah Saham Nasional, 
the Bumiputra Invest- 
ment Trust. 

Malaysia is the 
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pean tyremakers are 

showing a greater interest in South 
Korea than the Japanese. Among Ja- 
panese manufacturers, the only player 
is Yokohama, which recently took a 
1096 equity stake in Hankook, the sec- 
ond-largest domestic tyremaker. 


role in Taiwan, another market which 
offers promise for the future. Bridge- 
stone's 80% -owned subsidiary on the is- 
land already commands 32% of the 
domestic market, the largest single 
share. The third-largest local tyre- 
maker, Federal, has a technology- 
licensing agreement with Sumitomo, 
while Nankang Rubber Tire is 15% 
owned by Yokohama. 

In the short term, the Taiwan market 
is of interest for domestic sales alone. 
Limited tyre exports are presently con- 
fined mostly to motorcycle and bicycle 
tyres. But Taiwan has ambitions of fol- 
lowing in South Korea’s footsteps with 
its own car-export industry. 

Malaysian planners have also pinned 
their hopes on creating a car-export in- 





home ground of Sime 
Darby, the only regional company out- 
side Japan with tyre-production faci- 
lities in more than one country, In 
Malaysia, it controls both DMIB and IT 
International, both of which manufac- 


| ture Dunlop-brand tyres. 
The Japanese are playing a bigger | 


In the Philippines, it controls just 
over 56% of Sime Darby Pilipinas, 
which until 1981 was controlled by B. F. 
Goodrich. The company’s output of 
some 730,000 car tyres a year sell under 
B. F. Goodrich and Sime Darby brand 
names. A P300 milkon (US$14.35 mil- 
lion) modernisation programme recent- 
ly launched by Sime is intended to allow 
the plant to start producing steel-belted 
radials by March 1989 and raise produc- 
tion by almost 50%. 

The rest of the*market is controlled 
by Goodyear Tyre and Rubber of the 
Philippines, which has been operating 
in the wd since 1919, and Philtread 
Tyre and Rubber, formerly majority own- 
ed by Firestone. Philex Mining Co. 
bought a majority stake in 1981, and 
Firestone’s share has fallento25%. — 


progress to” 


‘makes, 











BUDGETS 


Against all odds 


Bangladesh hopes to boost private investment 


By S. Kamaluddin in Dhaka 


angladesh is reducing import duties and sales taxes in a 

bid to encourage private investment in its aid-dependent 
economy. The move, which was announced in the budget for 
the fiscal year ending June 1989, will benefit the steel, en- 
gineering, chemical, textiles, electronic and cottage indus- 
tries. 

Finance Minister M. A. Munim said the measures were 
aimed at achieving higher economic growth within a 
framework of price stability. Similar measures in the current 
fiseal year had already shown encouraging results, he added. 

The government has also decided to continue its soft stance 
on illegal funds in afurther bid to boost private-sector invest- 
ment. Such funds, if declared under the heading of “income 
from other sources,” will be taxed at the rate of 20%. If, how- 
ever, 90% of the amount declared is invested within two years 
in certain specified industries, the tax rate will be halved. 

. 











Munim conceded that it was “not a desirable step,” but 
added that the government was in desperate need of invest- 
ment funds, particularly in the industrial sector. 

The budget, which was unveiled on 16 June, again stresses 
the government’s twin aims of alleviating poverty and creat- 
ing rural employment, though key measures are more urban- 
biased and production-oriented than in previous years. 

Revenue and spending estimates also reveal Bangladesh's 
continued reliance on overseas aid. Spending under the an- 
nual development programme is projected to reach Taka 
53.15 billion (US$1.73 billion). But nearly 86% of the funds 
will come from foreign-aid donors. Foreign grants will 
account for Taka 15.71 billion and loans Taka 35.17 billion. 


Revenues have been estimated at Taka 55.69 billion, with , 


an additional Taka 6 billion being raised through increased 
taxes on a range of consumer goods. In the current fiscal year 
revenues were estimated at Taka 51.46 billion. Recurring 
public expenditure has been projected at Taka 52.5 billion, an 
increase of Taka 5.2 billion on the previous fiscal year. 


Despite strikes, drought and floods, Bangladesh's export. 


earnings are likely to exceed US$1.20 billion in the current fis- 
cal year, an increase of more than 12% over fiscal 1987. Ex- 


ports of non-traditional items registered impressive growth, ` 


though traditional exports, other than tea, fell sharply. 
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This typical 

clock is a 
distinctive feature 
of Swissótel: 
Hotel Interna- 
tional Zurich, 
Hotel Président 
Geneva, Hotel 
Bellevue Palace 
Berne, Hotel 

Le Plaza Basle, 
Le Lausanne 
Palace, 

Le Montreux 
Palace, 
Amsterdam Ascot 
Hotel, Hotel 

Le Belson Brussels, 
The Bosphorus 
Swissótel Istanbul 
| (opening summer 
1990), The Drake 
Hotel New York, 
The Lafayette 
Hotel Boston, 
The Swiss Grand 
Hotel Chicago 
(opening August 
1988), The Swiss 
Grand Hotel 
Beijing (opening 
end of 1989), The 
Crystal Palace 
Hotel Tianjin/PR 
of China, 

The Swiss Grand 
Hotel Seoul. 

For information 
and reservations 
please contact the 
hotel directly, your 
travel agent or 

? Swissair/ HORIS. 
Swissótel - 

z Swiss precision in 
? hospitality. 

















- When William Tell decided to shoot an arrow through the apple sitting atop his son's head, he. 


William Tell with his son Walter (oil, by Ernst Stückelberg) 


made sure his aim was perfect. And although satisfying guests at Swissótel might be a little 
less risky, it certainly demands the same degree of accuracy Whether it's orchestrating’ a 
'convention of hundreds, or meeting the special tastes of a connoisseur, each urfique Swissótel 
-` Offers the sensitivity and wherewithal to make sure everything is just right. So if you're looking 
for g place to spend the night, entertain guests or just enjoy a delicious dinner, zero in on 


Swissótel. It's the perfect choice. r swissétel £7 4 
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DRIVE, DETERMINATION, COMMITMENT 
- THE WINNING FORMULA - 


Westpac is the market leader in arranging Australian Dollar Note 


Issuance Facilities and Euro Commercial Paper Programmes in Asia. 


The tombstones above bear testimony to these endeavours. And Westpac is 
committed to opening up the Capital Markets to other institutions similarly onthe move. 
With this in mind, we can tailor packages to suit individual needs and drive the product 


with an unmatched distribution and placement capacity. 


To profit from dealing with the team dedicated to winning, contact 


largest and most experienced banking and financial services group ^ 
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‘Optimists pour in more money 


“Major donors increase aid pledges despite Indonesia's huge debts 


By Michael Vatikiotis in Jakarta 


| rop creditors have reaffirmed 

they are still prepared to underwrite 
the country, despite its huge and grow- 
ing international debt, which the IMF 
estimates will reach US$51.3 million by 
March 1989. 

Seemingly unflustered by Indo- 
nesia’s rapid emergence as the largest 
debtor-nation in Asia, members of the 
Inter-Governmental Grouping on In- 

‘donesia (IGGI) have pledged more 
than US$5 billion in aid for the coming 
year. 

At the IGGI annual meeting in The 
Hague on 14-15 June, the aid group — 
comprising 14 donor countries and four 
multilateral lending agencies — pledged 
a record US$4.01 billion in soft loans 
and grants. A further US$1 billion will 
come in special aid, most of it from 
Japan, which announced a US$900 mil- 
lion soft loan outside their contribution | 
to the IGGI package. 

The IGGI package itself — US$2.2 
billion in project assistance and US$1.8 
billion in programme loans — is a 30% 

increase on last year's pledge of 
US$3.15 billion. It greatly exceeds the 
US$3.6 billion recommended to IGGI 
by the World Bank in its 15 May annual 
report on Indonesia. Analysts say this is 
a measure of the IGGI group's op- 
timism qbout the government's eco- 
nomic policies in the face of Indonesia's 
mounting debt. 

"The Indonesign economy is ex- 
periencing a renaissance," said a confi- 
dent J. B. Sumarlin, Indonesia's newly 
appointed, finance minister. Basking in 
IGGT's generous expression of confi- 
dence, Sumarlin boasts that the Indone- 
sian economy today "has the momen- 
tum necessary for complete stability in 
the short term and strong renewed 
growth by the early 1990s." 

Although obviously keen to crow 
about the government's success in ab- 
sorbing the loss of US$2 billion in oil 
revenues while finding US$2 billion to 
meet increased debt-service payments 
since 1986, Sumarlitt did not hide the 
delicacy of Indonesia's present predica- 
ment. "While there is no question that 

we have put the worst days behind us 
.». I would be less than frank if I did not 
acknowledge that we remain under con- 
siderable pressure in our fiscal and 
monetary management,” he said. 
` One aspect of the IGGI package that 
betrays this pressure is the considerable 
emphasis on special assistance 
_| US33.1 billion (7996) of the pledges are 
‘+ in concessional, untied funding. 
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| commodity loans to provide balance- 





: » Indonesia, together with other coun- 
tries ithe region, point out that the ap- 








dence in our economic policies and at the* 
same time the growth in our reqgire: 
ments." While the government clings to 
the need for injections of concessionary 
aid, it recognises the urgency of improv- 
ing domestic revenue performance. 

Sumarlin said that the government is 
currently working on two pieces of legis- 
lation aimed at stimulating domestic 
growth. These are an Insurance and 
Pension Act, to improve the mobili- 
sation of domestic resources, and a 
new Banking Law aimed at streamlin- 
ing both private and commercial bank- 
ing. ; 

Indonesia again has come through 
‘the crucial first quarter of the financial 
year when lending agencies pes judg- 
ment on the economy and the annual 
aid package is put together, flush with - 
praise for its policies and aid in the 
pipeline. A recent IMF report projected 
moderate GDP growth of 4.596 in 1988; | 
with rapid growth in the manufacturing 
sector and a strong expansion of private 
investment. 


M BACKING CONFIDENCE 
| ININDONESIA 





















































preciation of the yen against the dollar is 
a major contributor to their increasing 
debt burden. One estimate suggests that 
if Indonesia repaid Japanese loans this 
year at 1986 exchange rates, debt-ser- 
vice payments would be cut by US$1.5 
billion. In a speech in Bali on the eve of 
the IGGI meeting, Sumarlin suggested 
that Japan might convert some of the 
debt into grants, consider making future 
loans as grants, or allow repayments at 
the exchange rates prevailing before 
the dramatic appreciation of the 
yen. 

Sumarlin's remarks were at first in- 
terpreted as a hint that Indonesia was 
moving towards rescheduling its debt. 
However, his subsequent qualifica- 
tion that the speech was “in no way 
intended as an early warning that 
out debt policy is under review," 
prompted speculation that his re- 
marks were aimed at putting pres- 
sure on Japan. 

The Japanese were said to be 
upset because Sumarlin had made 
public suggestions that Tokyo had al- 
ready flatly rejected during earlier 
discussions between Japan and In- 
donesia. Further, Tokyo pointed 
out, much of the yen-denominated 
debts were private-sector commer- 


cial loans. 
I^ any event, Japan's overall aid 
package has almost doubled from 
US$1.2 billion in 1987-88 to US$2.3 
billion in 1988-89. Moreover, In- 
donesia's plea for special assistance 
in the form of fast-disbursing, 
untied loans has been answered 
with USS$1.7 billion of the Ja- 
panese package in the form of 
special assistance. Interest 
rates are also lower than in 
past year, averaging 2.796 
compared with 3.5% two 
years ago. A Japanese dip- 
lomatic source told the 
REVIEW that while 
Tokyo's policy is that soft 
loans should be tied to pro- 
jects, “special circumstances” 
have warranted the granting of 











of-payments support. 

This year’s increased aid package 
poses two awkward questions for the 
future — how long will Indonesia have 
to rely on IGGI to underwrite growth 
and development, and how much 
protection can IGGI provide against 
the country’s mounting debt burden? 
Sumarlin’s response is that the in- 
creased level of aid reflects “confi- 
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;j By Paisal Sricharatchanya in Bangkok 
oz Toe Lhailand’s monarchs 
MEME have been instrumen- 
tal in sowing the seeds 
of the country’s finan- 
cial and commercial 





V) gave royal assent for the creation of 
the first Thai bank, the embryonic Siam 
Commercial Bank (SCB). Seven years 
later, King Vajiravdh (Rama VI) de- 
*ereed that the country’s first cement fac- 
tory, forerunner of the mighty Siam Ce- 
ment Co. (SCC), should be built. 

. That royal pioneering spirit 
1- launched Thailand into a new era of in- 
| dustrial growth — and created a colossal 

; pool of corporate wealth for the Crown. 

oday, under King Bhumibol 
Adulyadej (Rama IX), the Crown’s role 
as a nucleus for growth is overshadow- 
ed by an increasingly powerful and 
dynamic private sector. But the domin- 
ant stakes it inherited in banking and in- 
dustry have placed the royal institution 
in a uniquely powerful position. 

SCB is now the fourth largest of the 
15 Thai banks, heading a fast-expanding 
family of finance and securities firms 
plus insurance, leasing and warehousing 
companies. 

The growth of SCC is even more re- 
markable. In addition to being Thai- 
land's biggest construction-materials 
conglomerate, aggressive diversifica- 








hen Paron Israsena took over the 

Siam Cement Co. (SCC) presi- 
dency in early 1985 his initial aim was to 
consolidate what was then becoming an 
over-extended group. Rapid expansion 
and the acquisition of ailing industrial 
concerns had stretched management re- 
sources. Paron felt a temporary brake 
as called for. 

But SCC, it seems, could not stop 
growing. “Sick companies came knock- 
ing on our door for help," commented 
one senior executive. Now the company 
is reaping the bepefits of Thailand’s 
rapid economic growth, expanding its 
product línes and diversifying. 

Construction is booming. SCC has 
been operating at full capacity, produc- 
ing 7.4 million tonnes $f cement a year, 





development. In? 
1906, King Chl- 
lachomklao (Rama 











tion over the past 10 years has given 
SCC control over possibly the country’s 
largest and most diverse manufacturing 
empire. 

The Crown’s dominant stakes in 
these groups — 31.75% in SCB and 
37.44% in SCC — are held by the 
Crown Property Bureau (CPB), a 
special entity established in 1936, four 
years after Thailand changed from ab- 
solute to a constitutional monarchy. 
The shareholdings in these two listed 
companies alone are worth Baht 15.7 
billion (US$609 mil- n 


Thailand's Crown Property Bureau mixes business with social concem 


The jewels of the Crown. 





from the days of absolute *monarchy, 
namely a film company and a joint 
venture with a Danish construction 
firm. 

Twelve of these companies, includ- 
ing SCC and SCB, are publicly listed. 
The bureau has accepted a requést by 
the Securities Exchange of Thailand 
(SET) to encourage more listings. At 
least two other affiliates — Siam City 
Bank and Siam Industrial Credit, in 
which the CPB holds 7.56% and 


- 


| 15.65% respectively — are expected to 
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enter the SET in 





lion) at current mar- 
ket prices. 

But that is not all. 
Thanks partly to the 
business acumen of 
former CPB director 
Poonperm Krairiksh, 
who served from 
1970-87, the bureau 
embarked on an ex- 
tensive diversification 
of its investment 
portfolios. Today, it 
holds stakes in about 
40 companies, which 
span a wide spectrum | 
of business activities, 
ranging from hotels 
and offshore mining 
to car assembly and | 
office machines. They 
also include leftovers 








the not-too-distant fu- 
ture. 

The bureau also 
holds*a crucial 2% 
"balancing" stake in 
two large public-pri- 
vate sector joint ven- 
tures — the National 
Petrochemical Corp. 
and Thai Oil the 
largest of three local 
oil refineries — to en- 
sure that neither 
major partner enjoys 
an edge over the 
other. 

Add to hese in- 





vestments extensive 
land holdings in 
Baegkok, including 


prime residential and 
commercial sites, and 





Siam Cement diversifies 
as fast as it grows 


since the beginning of 1987. However, its 
share of the domestic market has fallen 
from 67% five years ago to 64% today — 
largely because much of the growing de- 
mand has been met by Siam City Ce- 
ment. Siam City, the bigger of the two 
other local manufacturers, still has 
surplus capacity. 

SCC will increase its capacity by 
another 1.6 million tonnes when it com- 
pletes a Baht 3.2 billion (US$128 million) 
plant at its Kaeng Khoi complex north of 
Bangkok in 1989. The plant will be the 
biggest in Thailand and the most modern 
in Southeast Asia. 

Over the past two years, the group 
has boosted output of its established pro- 
ducts — roof tiles and pulp — and em- 
barked on a string of joint ventures with 











foreign partners. These involve the 
manufacture of car engines (with Toyota 
Motor), colour TV tubes (with Mit- 
subishi Electric), radial tyres (with 
France's Michelin) and sanitary ware ac- 
cessories, using technology from Japan's 
Toto. 

About Baht 20 billion has been com- 
mitted to these ventures over the next 
five years, and a further Baht 10 billion 
is available for new projects. 


he main thrust of SCC's diversifica- 

tion, however, is in petrochemicals., 
Under the first phase of Thailand's petro- 
chemicals plan, the Thai Polyethylene 
Co., a wholly owned SCC unit, is erect- 
ing a plastic resins plant at Mab Ta Pud, 
the hub of the much-touted Eastern Sea- 
board industrial development program- 
me. It is costing Baht 2.3 billion and is 


| scheduled to. come onstream in mid- 


1989. The plant will produce 137,500 "| 
tonnes a year of polyethylene. ^. 
Last year, SCC acquired a 48%estake 
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large patches of urban and 
farm land in northern pro- 
vinces, then the picture is 
~ orf of immense wealth. The 
agency: does not keep sys- 
‘tematic records, but unoffi- 
cial estimates put the up- 
country holdings at about 
40,000 acres and those in 
Bangkok at roughly 13,300 
`- acres. In fact, the CPB is 
perhaps tlfe wealthiest in- 
stitution in Thailand. 

But the image would be 
grossly distorted if it focused 
solely on the bureau's cor- 
porate wealth. For the CPB 
is a unique institution which 
operates under a unique set 
of objectives and with an un- 
usual philosophy. 

For a start, under the 
71936 act which set up the 
bureau, its status is neither 
public nor private. "We 
area little bit of both," com- 


THAILAND'S ROYAL CONGLOMERAT 


(Main Crown Property Bureau shareholdings) 
















4. 5 Ak n 
precedence over. - the" 
bureau's own. But that goes 
not mean being philan- 
thropic, insists Chirayu. Pro- 
jects must be commercially 
viable. 

The quest for corporate 
profitability alongside social 
responsibility seems to blend 
well in the case of SCC. The 
company, which heads a vast 
industrial empire, the Siam 
Cement Group (SCG), “and 


















prising 15 subsidiaries an 
about 20 associated com- 
panies and joint ventures, 
went through difficult times 
in the aftermath of the late 
1970s’ oil shock. Its perform- 
ance has since steadily im- 
proved. 

The parents after-tax 
à profit jumped from a low 
of Baht 95 million in 1981 
to a record Baht 1.2 bil- 








lion last year. Consolidat- 


ed group earnffigs galloped 
at an even stronger pace, 


E *Listed companies. Siam Cement affillates, Siam Commercial Bank affiliates. 


ments Chirayu Isarangkun Note: Excludes small holdings ín approximately 10 other companies. 


Na Ayuthaya, a respected 






former academic and gov- 
ernment minister who was 
appointed by the king to the CPB direc- 
torship last August. "Our charter ap- 
pears to highlight the image of a public 
entity. But we also enjoy flexibility simi- 
lar to [but not totally ona par withia pri- 
vate enterprise," he adds. 

Chirayu concedes that the CPB is in- 
deed rich. But its assets are irrelevant in 
financial terms. For instance, it is not at 
liberty to realise capital gains out of its 
nearly 4.5 million SCC shares, despite 
the stockas ballooning price during the 
continuing stockmarket boom. The 
bureau has remained the biggest 
shareholder in bot& SCC and SCB, hav- 
ing subscribed to all the new share issues 
in the past. The SCC has also become a 





in Pacific Plastics (Thailand), 
the country's biggest poly- 
styrene maker. So far it has not 
actively participated in the man- 
agement of the company, which 
was previously owned by Dow 
Chemical of the US. Dow ar- 
ranged the SCC purchase in 
order to comply with a gov- 
ernment requirement to turn 
Pacific Plastics into a majority 
Thai-owned entity. 
SCC and affiliated groups 
»have also won three out of the 11 
| projects earmarked for the sec- 
ond phase of Thailand's petrochemical 
development programme. These include 
a Baht 1.8 billion project to produce 
80,000 tonnes a yéar of polypropylene. 
SCC will undertake this on its own. But 
it will team up with Dow Chemical in a 
. Baht 3 billion project to produce 125,000 
' tonnes of styrene monomer. A smaller 
oject to manufacture 13,000 tonnes of 
i styre” butadiene rubber will involve 

















REVIEWDIAGRAM by Andy Tang 


source of national pride and any scaling- 
down of the bureau’s stake may open 
the way to foreign control. 


T CPB’s operations are “super- 
vised” by a five-man committee 
headed by the finance minister. The 
body is supposed to seek the king’s con- 
sent on important policy matters, 


though actual royal involvement is rare. 

More importantly, its activities are 
guided by a subtle policy associated with 
the Thai kings’ traditions of social re- 
sponsibility. So unlike the exploitative 
nature of private capital, public in- 
terests and social considerations take 





FROM BUILDING MATERIALS 
TO PETROCHEMICALS 


Siam Tyre, another SCC subsidiary, 
Thai Bridgestone and Japan Synthetic 
Rubber. 

SCC expects to finance its various in- 
vestments from earnings and borrow- 
ings. Its registered capital was last raised 
by Baht 200 million to Baht 1.2 billion in 
1984. Executives insist there is no plan 
for any further increase in the foresee- 
able future. 
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from Baht 50 million to 
Baht 1.6 billion, over- 
the same period. SK 

SCC has an active community-assist- - 
ance programme, which includes build- ` 
ing Bangkok bus shelters and concrete. | 
bunkers for soldiers on the Thai-Cam- 
bodian border. It is also about the only 
corporation that has consistently at- 
tempted to bolster Thailand's image 
overseas. 

Advertisements assuring the inter- 
national community about the country’s 
“bright future” started appearing in for- 
eign publications in 1976, one year after 
the communist victory in Indochina 
when there was widespread concern 
that Thailand would be the next domino , 
to fall. To date, more than US$1 million 
















Thanks to a substantial rise 
in profits and retained earnings, 
total shareholders’ funds jump- 
" ed from Baht 2.9 billion in 1984 
to nearly Baht 4.3 billion last 
year. The debt-to-equity ratio 
narrowed over the same period 
from 2:1 to 1.6:1. The planned 
investments will increase the B 
amount of debt, though the pou 
company expects to maintain a 
debt-to-equity ratio of 2.5:1. 

Management resources re- 
main a problem for the group. 
Despite a heavy investment. i 
personnel training, top management is 
stretched. The group instituted volun- 
tary retirement in the early 1980s in the 
face of a lacklustre economic growth. It 
has now launched ayactive recruitment 
programme. Paron insists the company 
is now giving more emphasis to man- 
power needs. He believes the company's 
expansion is creating room for young 
blood. -2 Paisal Sricharatchanya 
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the latest focusing on Thailand’s status 
as a free and fair trader. 
The.group prides itself as the coun- 
/ try's model corporate citizen, following 
an established code of ethics which em- 
phasises, among other things, the full 
payment of taxes. "We have had effi- 
cient managers before. Now we stress 
both efficiency and virtues. Profits must 
come from honest means," says SCC 
president Paron Israsena. But undoubt- 
edly SCG's competitive edge lies in its 
efficiency, which is based on a combina- 
tion of highly trained manpower, ag- 


in production and technology. 

Professional management is ac- 
corded a similarly high priority at 
SCB. The bank has put a lot of effort 
over the past 10 years on expanding its 
market share and diversifying into va- 
rious finance-related services. 

In a country where the king is widely 
revered, the Crown's stature should 
give immeng clout to the string of com- 
panies which it partly owns. But past 
records show that CPB-affiliated firms 
endeavour not to exploit this connec- 
tion in order to avoid criticism which 
may subsequently reflect badly on the 
monarchy. 

For instance, after the last oil shock 














The CPB’s decision 
to participate in 
Minebea Electronics 
(Thailand) early this 
year highlights a new 
focus in the Crown’s 
investment strategy. 
L The project is located 
in Lop Buri, an agricultural province 
153 km north of Bangkok; it will create 
at least 3,000 jobs; and its products, 
electronic parts and computer peripher- 
als, are for export. All three features are 
in line with the government's invest- 
ment-promotion objectives. 
Although the CPB's stake is small, 


The King nelomerate 

















have helped smooth the decision-mak- 
ing process. Decisions involved a string 
of minority local partners, including 
companies affiliated with the Bangkok 
| Bank and Democrat Party leader 
EU hichai Rattakul, and Charoen Pok- 
d | phand Feedmill, a listed unit of 
the Charoen Pokphand conglomerate. 
Minebea Co. of Japan holds the major- 
ity 55%. 

The Japan-As&àn Investment Co., 
$ the Japanese Government entity re- 
sponsible for recycling Tok&o's much- 
: publicised US$2 billion development 
fund, took a small but significant 5% 
holding in the comfany's Baht 525 





*has been spent on such campaigns, with 


gressive marketing, economies of scale | 


just 7.5%, it was enough reportedly to | 









| Mixed results from following 
government objectives 





in 1979, SCG held ever founds of | 








negotiations with the then Kriangsak 
Chomanan. government to press the 
case against cement-price controls. Its 
arguments were based on straightfor- | 
ward economic reasoning. There was no 
attempt to use the Crown connection to 
influence the government. Its warning 
that price controls would stunt the local 
industry's growth were later proved cor- 
rect. The country had to import about 
Baht 5 billion worth of cement in 1980 to 
meet a domestic shortage. 


CB president Tarrin. Nimmana- 

haeminda scoffs at observations 
that the bank is sometimes given 
favoured treatment because of its royal 
connection. "The Crown's holding is 
like a certificate of origin. It may help in 
that sense but it provides no extra 
privilege," he adds. 

"We do not consider whether the 
major shareholder is the government or 
CPB,” a senior central bank official in 
charge of banks supervision and exami- 
nation said. "Our emphasis is on pru- 
dential control." However, along with 
the government, a state-run fund re- 
sponsible for rescuing ailing banks, and 
other legal entities created by special 
charters, CPB is exempt from the 576 
limit on shareholdings in banks. 


million | (US$21 million) capital. 

For several years now, Minebea, a 
world leader in electronics, has been 
operating two plants which produce 
miniature ball-bearings and computer 
keyboards near Bangkok. The CPB is 
hopeful that its involvement in this 
latest venture will further encourage 
technology transfer. It is also keen to 
play a small part in helping channel 
some of the investment by Asia's newly 
industrialised countries into labour-in- 
tensive and export-oriented industries 
in the countryside. 

However, the bureau's aim of sup- 
porting the government's privatisation ——— 
of large infrastructural projects may 
prove more difficult to carry out be- 
cause of public-sector union opposition. 

Earlier this vear, the CPB, together 
with a private promoter and the 
Bangkok Bank, pushed a Baht 1 billion 
project to supply piped water for indus- 
trial use in Samut Prakan, a heavily in- 
dustrialised province on the Chao Phya 
River south of Bangkok. The area is fac- 
ing a water shortage. The Metropolitan 
Waterworks Authority (MWA), a state 
enterprise, had offered to provide pota- 
ble water at a cost of Baht 7 a m3 while 
the CPB reckoned it could supply it for 
Baht 4. 

“We only expected to break-even 





an 


| tential investors, both local and foreign, | 














the CPB's role in SCG and SCB 
‘boardroom decisions is pretty much lim- 
ited to that of an “endorser.” Paron 
| commented: “The bureau has full comi- ~ 
| dence in our management, [virtually] 
| giving us a free hand.” ' 
Owing to the Crown’s prestige and 
its own track record, the CPB has, over 
the years, come to be regarded by po- 


as a favourite partner. Its investment 
strategy, however, is far from aggres- 
sive. It often chooses to become the 
minority, but symbolically significant, 
middle party to blend private capital 
with social interests. 

Apart from SCG, SCB and a handful 
of other exceptions, most of the CPB’s 
shareholdings are about 10%. Invest- 


ment decisions are heavily reliant on the 
SCB's project-analysis capability be- 
cause of the bureau’s limited resources. 
Some 90% of its roughly 600 employees 
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Integrated-circuit testing: channell g 
| investment to the countryside. 





because the project is of an jnfraserne: 
tural nature. Thousands of jobs are at 
stake and our factories need to be cost- 
competitive,” CPB director Chirayu 
Isarangkun. Na Ayuthaya said. The 
bureau had planned to take a 10976, 
stake. 

But MWA workers protested at the 
scheme. MWA officials claim that, de- 
spite official assurances that there is 
enough room for bóth potable and in- 
dustrial. water, their Baht 1.1 billion 
project to increase the water supply for 
Samut Prakan would incur heavy losses, 
if the private venture went ahead. A ' 
final decision now rests with the gove 
ment. — Paisal Srichafatehanya. 






















ing, land holdings. 


ik 


ment policies. 
Alongside 


several other 


_ of large infrastructural projects. 
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. | “tea money" to CPB officials. A more 





Success has carried a 
M price for SCB. Ag- 
gressive expansion 
hgs taken the bank to 
the threshold of the 
big league in just 10 

IE years. But it is now 
me having to consolidate 
its position after a spate of troubled 
loans. Lending is more selective. The 
emphasis is on quality — rather than 
sheer growth. 

SCB executives and central-bank 
sources maintain that the bank's expo- 
sure to problem loans is no worse than 
that of many other institutions. They 


| add that it is much better than some of 


the smaller and poorly managed banks 
which had to be rescaed by the govern- 
ment in the wake of the 1985-86 reces- 
sion. But extensive press reports of cor- 
porate bankruptcies in which SCB was 
involved gave it a reputation of being a 
loss leader. The bankruptcies included 
the demise of the PSA Group, a fi- 
nance, real estate and services conglom- 









| erate, and the difficulties of the Mah 


Boonkrong commodity processing and 
property group. 

| . The bank says it attracted more 

publicity than other creditors, like 

ngkok Bank and Thai Farmers Bank, 

cauggadl its outspoken and aggressive 


local 
groups, it recently participated in a joint 
| venture with the giant. Japanese elec- 
tronics manufacturer Minebea in a la- 
bour-intensive project some 150 km 
north of Bangkok. Ít may also decide to 
act as a “balancer” in the privatisation 


The bureau's approach means it has 
not been extracting the best yields from 
its assets, particularly the land holdings. 
. The 13.8 acre plot for the development 
*of the Bangkok World Trade Centre has 
suffered years of delays, for instance 
14 Apr.) The bulk of 
“Crown lands in the capital are residen- 
tial, leased to middle and low-income 
tenants at unrealistically low rents. This 
has led to abuses involving the transfer 
of high-priced "rights to lease." Chirayu 
acknowledged complaints about red 
| tape plus cases involving the payment of 







ive to manage the vast, but low-yield- 


Chirayu has indicated that the 
u»éhu, which in the past passively 
aited for project proponents to come 
knockirig on its door, may become more 
outward looking" in the future. Its 
original role as a pioneer for growth is 
changing to correspond with govern- 








private-sector management approach 
and better remuneration for CPB offi- 
oT should improve matters, Chirayu 
said. 

Apart from a handful of money-los- 
ing enterprises like the Siam City Bank, 
most affiliates have been profitable in 
recent years, thanks partly to the boom- 
| ing Thai economy. So the bulk of the 
bureau's revenue comes from di- 
vidends. At Baht 60 per share for 1987, 
dividends from the SCC stake alone 
earned Baht 269.5 million — by far 
the largest single source of revenue, 
constituting more than half of CPB's 
| roughly Baht 500 million total (tax-free) 


earnings last year. 
M ore than Baht 300 million of the re- 
venue went into a combination of re- 
investment such as the subscription to 
its share of SCB's Baht 670.9 million 
capital increase early last year, and new 
investment, like the joint venture with 
Minebea. The remaining Baht 100 mil- 
lion went to supplement the royal 
household's expenditure. 
This last portion is significant if view- 
ed in an income-redistribution context. 
A large part of this goes to finance a 








` terms of accounting standards and re- 





tiated by the king in various remote 


management team which preferred to 
tackle problems head-on. "We took a 
heavy beating from the public-relations 
standpoint. But whatever [troubled] 
areas we walked into, we managed to 
walk ourselves out of," commented 
SCB president Tarrin  Nimmana- 
haeminda. 

Some of the troubled portfolios have 
since been turned into valuable assets. 
The bank expanded into consumer 
financing — an area it had been eyeing 
for some time — by taking over Siam 
Citizens Leasing (now renamed Siam 
Panich Leasing), the former PSA 
Group’s flagship company. 

Tarrin says that, despite its share of 
problems, the bank is in good shape in 






serve requirements. Provision for possi- 
ble loan losses more than tripled from 
Baht 70.6 million in 1983 to Baht 245.2 
million in 1985. Last year, this more 
than doubled to Baht 517.2 million. 
Total credits (net of the provision itself) 
were Baht 58.5 billion. 

The bank experienced meteoric 
growth between 1981 and 1986 largely 
because it was expanding from a rela- 
tively small base. Its share of local lend- 
ing jumped from 5.7% to 8.6% . This fell 
to 8.3% last year in the face of a more 
cautious strategy. 
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long list of developmental projects ini- || 


corners of Thailand. Once they are past | 


| SCB managers tackle 
| problem loans head-on 









































stance, SCC's Baht 621.5 million first- - 
quarter net profit was more than 10095. - 
up on the same period last year. 
But a more lasting solution, albeit. a 
difficult one, is currently being con- | 
‘templated by Chirayu. This would in-. 1 
volve the wholesale streamlining of the 
CPB’s land holdings policy. But the cru: 
cial question is how the residential rents 
or returns from other commercial prop- 
erties can be raised without hurting 
thousands of CPB tenants. u 


SIAM COMMERCIAL 
BANK CONSOLINATES 
(Markel share in lendini in g 
. Thai-owned banks) 
(Billion of Baht)” ee 
600 [_]Siam Commercial 
Thai Farmers ^. 

EB] Bangkok Bank 


Ej Others 


























































































































L Source: Bank of Thailand. ] 
m T ~~ EVE WINCH by Bai Ces 

After-tax profit jumped from Baht 
354 million in 1986 to Baht 576 million |- 
last year. But net earnings per share de- 
clined from Baht 66.98 to Baht 55.11 
over the same period, reflecting a dilu- 
tion caused by a more than two-fold 
registered-capital increase to Baht 1. 
billion in early 1987. 

These figures alone, however, do not 
tell the full story. In recent years, SCB 
has built up an empire of finance-re- 
lated activities. This gpw comprises four 
finance and securiti& firms, warehous- 
ing and leaging operations, and two in- 
surance companies, one of which was 
acquired earlier this year. 

-æ Paisal Sricharatchanya 
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Taiwan's software alliance 





Computer development institute joins hands with IBM 


| By Bob Johnstone in Taipei 


H aving established itself as a maker 
of computer hardware, Taiwan has 
now set its sights on making a name for 
itself in computer software, too. In 
March, a Taiwan Government-backed 
institute linked up with IBM, the 
world's largest maker of computers. 

But the alliance — the first of its kind 
for IBM in Asia — has upset Taiwan's 
local computer companies, who ques- 
tion the government's motives in joining 
with their rival. 

Last year, Taiwan overtook Italy to 
become the world’s sixth-largest 
supplier of electronic data-processing 
products. Sales between 1980-87 grew 
from less than US$10 million to more 
than US$3 billion. But this growth has 


| come mainly from hardware, generally 


at the market low-end of com- 


| for the Asia-Pacific region. Two current 





. 


. 


This IBM-only strategy was neces- 
sary to gain the giant American firm's 
cooperation. But Taiwanese computer 
makers object that IBM is only in- 


| terested in squeezing profits out of the 


island. They add that the links between 
the Triple 1 and IBM are already close 
— in their view, too close. 

The institute's president, Irving Ho, 
formerly worked for IBM, as did his 
predecessor. IIST's senior vice-presi- 
dent, Rhett Tsao, came to the end of a 
25-year career with IBM in May, most 
recently in charge of market evaluation 


IBM employees also sit on IIST's board. 

However, the strategy of cooperat- 
ing with IBM is sensible — to write góod 
software, you must be able to under- 





puter terminals and monitors. 
The challenge now is whether 
Taiwan can succeed in produc- 
ing software, which accounts 
for an increasingly large share 
of total computer-industry rev- 
enues. 

To meet the challenge, the 
quasi-governmental Institute 
for Information Industry, 
which has a brief to promote 
the local software industry, 
proposed its controversial stra- 
tegy. Known locally as the Tri- 
ple I. the institute set up a new 
wholly owned subsidiary, Inter- 
national Integrated Systems, 
Inc. (HISI). What makes the new 
company controversial is that it 
will develop software for only 
one brand of machines — IBM. 








Linking up: IBM in a controversial alliance. 
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Opening the door — slowly 


Laos circulates a draft foreign-investment code 


By Murray Hiebert in Bangkok 

aos is starting to slowly open its 

doors to foreign companies which 
have been locked out since the 1975 
communist victory. In a bid to attract 
foreign capital to develop its economy, 
the government has drafted the first for- 
eign-investment code. A Committee for 
Foreign Trade and Economic Rela- 
tions has also been set up to coordinate 
foreign business. 

Increasing numbers of businessmen 
from Thailand have visited Laos in the 
past year, and in March, Deputy Prime 


i 





Minister Phoun Sipaseuth visited Japan 
to try to woo Japanese investors. This is 
the latest in a series of economic re-* 
forms since the congress of the Lao 
People's Revolutionary Party in late 
1986. 

Lao officials expect the. foreign-in- 
vestment code to be ratified by a newly 
elected Supreme People’s Council; 
Laos' national assembly, early next 
year. Elections for the council are ténta- ||. 
tively scheduled for November. A draft 
of the foreign-investment coge, whit, 
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pines for mainframe and mini com- 
ers. Taiwan has yet to make such 


gr 
E Pa + 
| darge computers, so catering to that 


market requires a partnership with a 


. company which does. 


IBM is the most attractive partner by 


| -virtue of its sheer size. In return for IHSI 
agreeing to develop software exclusively 


for its machines, IBM agreed to give the 


< Taiwan company a guaranteed amount 
of work. To avoi 
| dence, IISI also intends to develop inde- 
| pendently its own products for IBM 
"machines. "This is the area we want 
;to- grow," says Tsao. “We don't want 


excessive depen- 


to be a body shop to IBM forever." By 
1991, HSI. hopes that half of its 


"revenue will come from independent 
q- sales. 
œ IISI now has 62 employees, but 


within three years it might well be 300, 


- making it the largest software house in 
| Taiwan, if the independent develop- 
| ment strategy is successful, Tsao said. 


Making a success of an IISI-IBM al- 


- liance is the key,to expanding Taiwan’s 


software industry, Ho said. This might 


“encourage other local software firms, 
. mostly family-run, to forge their own 


| links with major computer companies. 


IISI also plans to seg new standards for 
Software management. 
Besides leading by example, IISI will 


| also contribute to the local industry in 
| more concrete ways. Much of the work 


‘the company receives from IBM will be 
subcontracted to local firms. Since most 
of its. products will be exported — 


| mainly to Japan and the US — IISI will 












| not direffly compete with domestic 
} software houses, the company says. 


Tsao reckons that the Triple I's ini- 
tiative is crucial for Taiwan — without 
the institute's lead, he said, the local 
software industry would take too long to 


| catch up With its counterparts in de- 


veloped countries. 


o (———————————ÀSRBQ a 


. borrowed heavily from the law passed 
- by Vietnam last December, is being cir- 


culated for comments. 
According to the draft, foreign com- 
anies will be allowed to set up either 


| joint ventures with a minimum of 3096 


foreign capital or wholly foreign-owned 


| entities. Foreign investment will be en- 


couraged in agriculture, forestry, indus- 


| try, transport, services and tourism. 


- The draft code rules out government 


| ‘nationalisation of foreign property, but 
| it limits contracts to a maximum of 15 
years: Foreign companies will be al- 


owed to repatriate their profits after 


_| paying profit taxeg ranging from 20% in 
-the 


overnment’s priority sectors to 
35% in the trading and hotel sectors. 

“Its a generous foreign-invest- 
“ment law," said a diplomat based in 
Vientiane, “but it lacks the legal guts to 
ke it,gttractive.” The diplomat was 
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nd the hard for which it is in- 
| “ended. The most lucrative part of the | 
| software market is applications pro- 
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referring to the fact that the present 
government still has not passed a con- 
stitution or set up a legal system nearly 
13 ygarg after gaining power. 

Western businessmen cite other ob- 
stacles as well. One is that Laos is land- 
locked and dependent on its neighbours, 
Thailand and Vietnam, for access to the 
sea and this makes its exports expen- 
sive. Another problem is Laos’ weak 
banking system and poor communica- 
tions network. 

A third constraint is what one dip- 


Lj ki v id 
omat called the country's "embryonic | 
j Laos has fewer than 4 million | 


market.” 
people, of whom most are unskilled — 


many of its trained managers and skilled >| 


workers have fled the country after 
1975. 

However, Laos has significant long- 
term potential. It has vast forests and 





large areas of uncultivated arable land; | 


hydroelectric power potential: sizeable 
deposits of minerals, such as tin, gyp- 
sum, iron ore, and political links to 
the potentially large Vietnamese mar- 
ket. 

Thai businessmen, in particular, 
have stepped up their contacts. “As an 
exporter, I always need more markets," 
said Kangwan Tantiponganant, manag- 


ing director of the Thai Castor Oil In- | 
who first visited Vientiane | 
"Laos' consumption is not | 


dustries Co., 
à year ago. 
big, but we can't overlook it,” he said. 
*Laos has good connections with Viet- 
nam and Cambodia and may help open 
doors there for us." 

Kangwan heads the Friendship 
Agro-Industry and Trading Co., a joint 
venture of half a dozen leading Thai 
companies which has sent three delega- 









| 
| 
| 
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| 
| 
| 
| 
| 
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| Laos, 





tions to Laos in the past year to discuss 
economic ventures. Most of the group's 
dealings have been with Gen. Sisavat 


Keobounphan, Vientiane party setwet- .. 


ary and commander of the Lao army. 


The Thai Castor Oil signed an agree-. 


ment to provide seeds, fertiliser, 
machinery and technical expertise to 
worth Baht 2-3 million 
(US$79,365-119,048) this year, to grow 
castor beans, soybeans, mung beans, 
corn and cashew nuts on 5,800 rai (800 
ha) in Vientiane province. 

The Charoen Pokphand Group, the 
giant agro-industrial conglomerate, is 
helping Laos develop its livestock- and 
animal-feed industries. Other Thai com- 
panies have agreed to help Laos pro- 
duce plastic-ware, furniture and cloth- 
ing; to develop tourism, and to buy 
logs. 








aqqani in Islamabad 


"Pakistan Government will unveil a policy package 
next month aimed at expanding the country's exports 
meeting international aid donors' demands for an eas- 


ing of import barriers. 


The policy of offering tax and credit incentives for ex- 
porters of high-value goods, which was never implemented 
fter being announced in July 1987, is to be included again in 
udget, scheduled to be announced at the end of June. In 
, import licences will be abolished, enabling import- 

ide on letters of credit with banks. 
ortant element of the new trade programme com- 
‘agreements with East European countries and 


Last year, as minister for c 
minister Mohammed Khan Junejo, 
export-promotion measures. The 
to introduce properly tax concessit 


the sate: s traders. and trading partnems. po op 
stitutionalise the changes in foreign-trade regulati ns, 
cluding export incentives, by decree. 


The most controversial aspect of the export drive is th 


o ter trade ne some of which. have already been 


reddi ud Haq' s new cabinet, told the 


SKETCH by Moryan Chua. 
fere minh brat tic bici iiie 


W that the initiative 
see the country’s ex- 
0 = 5 billion 


imports. - 

prices for 

H main export, 

| have already 

ed exports to US$4.3 
billion during 1987-88, up 
NM billion the | 


. added that combining the 


. ministries of fk nce and 





decision to give preferential treatment to bulk imports froi 
countries which purchase Pakistani goods. State tr 
agreements are being negotiated with several 
cluding the Soviet Union. (M 

In a recently concluded deal with Iran, Pakistag has 
reed to sell rice, cotton and fertiliser in return à 
oil. Officials in Islamabad plan to take adyan 
need for consumer goods by oer ane re: 
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By Anthony Rowley in Toronto 


_ Japanese Prime Minister Noboru 
w Takeshita used the Toronto summit 
of the leaders of the major economic 
powers to launch himself on to the world 
Stage with a spate of initiatives. 

With traditional concerns like eco- 

nomic growth rates, inflation and even 
current-account deficits somewhat in 
abeyahce, the Japanese were able to 
“move closer to the centre of the stage 
;with their concerns over the polarisa- 
tion of the world into regional trading 
t blocs and the need for a new approach 
1o the newly industrialised countries 
(NICs). 
Tokyo’s main achievement at the 19- 
21 Jane summit, was in elevating discus- 
sion of “regienal trade integration” — a 
-[ code phrase for the proposed full eco- 
|j]. nomic integration of Europe in 1992 and 
| for the recently concluded US-Canada 
_ | Free Trade Agreement — to the status 
^] of a major summit topic. Takeshita 
noted in his opening statement that 
| “protectionist press@res are strong" — a 
|. reference to the danger of trade frag- 
mentation among such blocs. 

A Japanese aide noted Tokyo's 
""strong wish that these arrangements 





























.| ciples” — a sentiment which British 
| Prime Minister Margaret Thatcher was 

said to shgre. Even EC commissioner 
I Willy de Clercq demanded assurances 
| that the US-Camada agreement would 
| be “in full conformity with the princi- 
ples of the General Agreement on 
Tariffs and Trade [Gatt]" and criticised 
the "selegive non-discrimination" of 
trade agreements between the US and 
Japan. 

This appeared to end a conspiracy of 
silence in Europe and North America 
not to criticise each other's Gatt-bend- 
ing arrangements. Japan appeared to be 
| playing a political game in Toronto of 
threatening the rest of the world with 

“the possibility of an Asian regional trad- 
ing bloc of its own. 

Japan is the x summit nation 
which is not a memVer of such an ar- 
rangement, a Japanese official noted, 
adding that he could "not deny the pos- 
" gibility" that a much-rumoured special 
arrangement between Japan and some 
of its East Asian neighbours might be in 
the offing. 

The summit final communique af- 
firmed as G7 “poly” that all regional 
agreements should "support the open- 
multilateral trading system and the 
liberglising impact of the [Gatt] 
"Uruguay Round." It also called for 
ngthening of Gatt disciplines. 

To brought the Asian NICS to 




















Takeshita on top 


Japan's premier steals the limelight in Toronto 





will not go contrary to free-trading prin- | 











centre stage, albeit in the guise of 
“NIEs” (pronounced “knees”) or new- 
ly industrialised economies. (OECD 
members have adopted this new desig- 
nation in deference to China’s interpre- 
tation of the status of Taiwan and Hong- 
kong as not being "countries.") 

"With [the Asian NIEs'] increased 
economic importance comes greater in- 
ternational responsibilities and a strong 
mutual interest in improved construc- 
tive dialogue and cooperative efforts . . . 
[these efforts] should centre on such 
policy areas as macroeconomic, cur- 
rency, structural and trade in order to 
achieve the international adjustment 
necessary for sustained, balanced 
growth in the world economy.” 

In an obvious reference to Japan's 
moves to bring the NICs/NIEs into 
dialogue with the OECD, the com- 
munique added: "We encourage the de- 
velopment of informal processes which 
would facilitate multilateral discussions 
of issues of mutual concern and foster 
necessary cooperation." Japan saw this 
as a full endorsement of its "dialogue 
first, adjustment later" policy towards its 
Asian neighbours. 

On reform of agricultural subsidies, 
the seven leaders sent what officials de- 
scribed as "strong, positive signals" to 
Gatt negotiators that they expect con- 
crete progress by the time of the mid- 
term review of the Uruguay Round, in 
Montreal in December. 


D between the US and the 
EC has been broken. The US origin- 
ally wanted a commitment to abolish 
all agricultural subsidies by the year 
2000, but not short-term measures; the 
EC is pressing for immediate subsidy re- 
ductions without commitment to even- 
tual abolition. The two sides agreed on a 
"framework" approach involving both 
short- and long-term reforms. 

This is broadly consistent with the 
approach of the Cairns Group (which 
includes Australia, New Zealand and 
Thailand) that there should be 
“standstill [no new subsidies] and roll- 
back [reduction of existing subsidies].” 
Japan’s position remains ambiguous, 
though it claims the beef and citrus 
agreement to be evidence of good faith 
at least. Gatt negotiators will now have 
to work out a compromise. 

Third World debt was a pivotal point 
of discussion in Toronto. Noting that 
the “problems of many heavily indebted 
developing countries are a cause of eco- 
nomic and political concern." which 
could pose a “threat to political stabil- 
ity,” ilie communique said that these 








and “particularly the Phili 
ited special attention. : 

The Toronto meeting endorsed the 
so-called “menu approach" to middle- a 
income country indebtedness in gene- 
eral, and supported the roles of the 
World Bank and the IMF. Japanese Fi- 
nance Minister Kiichi Miyazawa had 
been expected to announce a major ini- 
tiative on the matter, but this now seems 
likely to emerge at the IMF/Bank an- 
nual meetings in West Berlin in Sep- 
tember. 

The REVIEW understands that the 
Miyazawa proposal will include plans 
for a substantial new "trust fund" which 
"would be funded by Tokyo and would 
be used for purchasing debt-conversion 
bonds by middle-income countries in: 
Latin America and possibly Asia. 

For poorer nations, Japan again 
stole the show by announcing that it: 
would step up its official development” 
assistance to at least US$50 billion equ 
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| Thatcher at the summit: shared sentiments. 













valent in the period 1988-92 — more 
than doubling the aggregate volume of 
the past five years. I 
okyo also intends to forgive some 
| USSI billion of principal and interest. | 
payments due over the next five years. |- 
from 17 African and Asian poor coun- | 
tries on loans totalling about US$35.5 bile |. 
lion made over the past 10 years. The e 
REVIEW learned that the bulk of this E : 
money has been lent to Bangladesh and. 
Burma, some of it by way of project |' 
loans. Some USS$3 billion is owed by“, 
Bangladesh alone. Japanese sources | 
| said. | : 
Other countries, including Britaif, | ^ 
France and Canada, have already an- | 
nounced substantialpdebt-forgiveness | SX 
measures, but Japan's is the biggest at | 
one go. Fhe debtor nations will | 
in effect, be given grants! to enable | 
them to service their loans, avoiding the |... 
need for Japanes@Diet approval. fy 
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INVESTMENT. 





By Jose Galang in Manila 


Too has overtaken the US and 
Japan to become the largest source 
of private investment in Philippine in- 
dustry. In the first four months of this 
year, the Philippine Board of Invest- 
ments approved Taiwanese investment 
project worth P2.02 billion (US$98.5 


equity investments registered during 
the period. US investors accounted for 
P1.19 billion (28.6% ) and the Japanese 
P298 million (9.6%). 

By far the biggest investment so far 
this year is a petrochemical project 
which accounts for 21.85 billion, or 
91.5%, of Taiwan’s total investment. 

The remajning six projects are, 
neverncle still worth more than 

three times the amount invested in the 
same period of last year. Taiwanese in- 
~-vestment for the whole of last year total- 
led P186 million, against only P7.18 
;, million in 1986. 
..; Philippine officials expect this surge 
investment to continue as Taiwan- 
ese manufacturers, squeezed by the 
rengthening NT dollar and rising real 

































By Nick Seaward in Kuala Lumpur 


he Malaysian. Government has 

taken its first step towards privatis- 
ing its concessionary housing loan 
scheme for civil servants, while at the 
same time pump-priming the fledgling 
local capital market. 

On 17 June, the government sold 
5,500 loans worth M$450 million 
(US$174.4 million) to Cagamas Bhd, 
the secondary mortgage corporation, 
which thén issued bonds worth M$500 
- million. The proceeds of the sale would 
be used to finance the granting of more 
housing loans to civil servants. 

Although Finance Minister Datuk 
Daim Zainuddin has made privatisation 
central plank of his economic policy, 
the decision to include civil service 
housing loans has come as a surprise. 
The Cagamas deal is the first time that 
actual loans have been sold to the pri- 
vate sector. ` 
E Cagamas was set up in late 1986 with 
the central bank, Bank Negara (BN) 

. holding 20% of the equity, commercial 
* banks 45%, finance companies 25% 
and merchant banks 196. Its brief is to 
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million) — some 44.5% of total foreign’ 








Taiwan's new export 


Low-cost Philippines attracts cash-flush Taiwan investors 


wages, look for lower cost locations. 
This shift has also been encouraged by 
P which recently relaxed foreign- 
exchange controls: Businessmen can 


now remit up to US$5 million a year to | 


invest in factories or securities. This 
year, Taiwan overseas investments are 


expected to reach US$200 million, | 


nearly double their 1987 level. 

The sharp rise in Taiwanese invest- 
ment is a boon for Philippine develop- 
ment plans. Manila hopes to sustam 
economic growth, which has sc far been 
consumption-led, by attracting some 
USS$1 billion in foreign investment this 
year. It is hoped that these investments 
will reduce the unemployment rate and 
boost export earnings from about US$1 
billion to US$6.7 billion a year. 

Recent Taiwanese investments indi- 
cate a shift away from short-term under- 
takings by small, footloose companies 
towards longer term projects. For in- 
stance, this year’s largest project is the 
Bataan Petrochemical Corp., which is 
90% owned by Taiwan's USI Far East 
Corp. and China General Plastic Corp., 


Public loans privatised 


Malaysian Government sells off civil servants’ cheap mortgages 


buy mortgages and issue corresponding 
bonds in the hope of freeing funds for 
lending to the housing sector while, at 
the same time, adding liquidity to the local 
capital market. (REVIEW, 5 Nov. '87). 

The latest batch of loans sold to 
Cagamas account for only 6% of the 
government's total housing loan 
portfolio of M$7.7 billion at the end of 
1987. However, the sale represents 
about 37% of the M$1.2 billion of new 
housing loans extended to civil servants 
each year. 

But the concessionary housing loans 
have been a burden on government fi- 
nances. Interest rates are about half the 
market rate — a shade over 4%, com- 
pared with the best commercially avail- 
able rate of 8.75% for houses costing 
less than M$100,000. 

According to Treasury sources, 
there is a revolving fund of around 
M$550 million derived from civil ser- 
vants' regular repayments. But this is in- 
sufficient to meet new loan commit- 
ments and must be topped up with 
a budget subsidy. When more money: 








‘and 10% by the Philippine Nationa} 
i Oil Co. The project will produce 
polyethylene and polypropylene pel- 
ets. $ 
Five of the remaining profects are 
aimed at export markets. They include 
women's clothes and »bags, marble 
slabs, injection-moulded plastic gbods 
and prawns. Last year, Taiwanese in- 
vested in firms exporting leather goods, 
| decorative plywood panels, garments 
and chemicals. 

Taiwanese investors are beginning to 
link up with the local Overseas Chinese 
community. On 18 June, a group back- 
i ed by Taiwanese interests won public 
bidding for a prime property site along 
Manila's coastal Roxas Blvd. The group 
offered a price of P 1,150 a m? — a total 
of P472 million for the whole block. 
This was alot more than rival bids. 
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Ar: group led by Alfredo Ra? 
mos, a businessman of Chinese de- 
scent who has interests in property deve- 
lopment and oil exploration, fornted a 
venture-capital company ‘that aims to 
help finance export projects with 
Taiwanese participatidh. Two toy-mak- 
ers with subcontracting arrangements 
with Taiwan-based buyers are the first 
beneficiaries of the fund. 

Manila hopes to benefit from any 
shift in foreign infestment away from 
Taiwan because of the growing cost dis- 
advantages. Two Japanese electronics 


was needed a few years ago, the govern- 
ment started borrowing from banks and 
also took a M$500 million loan from 
the employee's EmploymeniProvident 
Fund. 

However, govermmtit efforts since 
| 1986 to raise intere@t rates to 5% and 
676 for the more senior civil servants 
have been frustrated. In January this 
year, the government bowel to pres- 
sure from civil service unions by reduc- 
ing these by one percentage point. 

Cagamas will charge the government 
| 6% interest on the new loans it has 
bought, though the government re- 
mains responsible for ensuring borrow- 
ers make repayments. The Treasury 
thus is paying a direct subsidy on the in- 
terest rate of slightly less than two per- 
centage points. Previously, the Treas- 
ury bonds carried a coupon rate of 5.3% 
implying a subsid? of a little more than 
one percentage point. 


n buying the loan portfolio, Caga-, 

mas simultaneously announced a 
backing-bond issue of M$500 million, 
with a coupon rate of 5.476 a year, pay- 
able twice a year. This five-vear unsec- 
ured bearer-bonds iffue has more than 
doubled the number of Cagamas bonds 
in the market. Last October Cagamas 


| issued two series of M$50 million bonds, 


with two- and five-year maturities re- * 
spectively, and in January, issued 
M$300 million issue with atwr-year*e 



























from, Taiwan to the Philippines. Uniden 

“méKes citizens’ band radios and scanner 
receivers. Weston makes radar detec- 
Yors and crystal oscillators. 

It is also hoping to tempt the small, 
labdur-intensive garment enterprises 
which' are likely to be forced out of 
Taiwan by escalating costs. The Philip- 
pines is viewed as an attractive alterna- 
tive base. Not only are wage much 
lower but there is also the possibility of 
winning a share of local export quotas 
for the US market. The advantages of 
such a move were recognised several 
years ago by Hongkong manufacturers 
who how have substantial stakes in 
some Manila garments exporters. 

The flow of Taiwanese capital does 
not appear to be hampered by the lack 
of diplomatic relations. Manila cut dip- 

"lomatic ties with Taipei in 1975 when it 


established links with Peking. Unoffi- | 
| ished. 


cial contacts are maintained via the 
Philtppines’ Asian Exchange Centre in 
Taipei and Faiwan’s Pacific Economic 
and CulturalCentre in Manila. 
Taiwanese ig¥estors have, however, 
sought official protection against any fu- 
ture attempt by Peking to confiscate 
Chinese interests in the Philippines. 
They have also lobbied for added in- 
-vestment incentives? including the set- 
ting up of an industrial estate for the ex- 
clusive use of Taiwanese companies. [1 


maturity. These backed loans sold by 
commercial banks. 

The latest bond issue has helped 
meet momey brokers’ criticism that 
Cagamas issues were to small to support 
its aim of develdpimg Malaysia's capital 
markets. Until thi® recent issue, turn- 
over was averaging only some MS$15 
million a day. Most buyers held the 
bonds, which BN has deemed to be eli- 
gible assets for secondary liquidity re- 
quirements of financial institutions. 

Without the government housing 


loan sale, Cagamas would have ground | 


to a halt — atleast until interest rates re- 
covered. According to one Treasury of- 
ficial, the banking sector was reluctant 
to sell relatively high-yielding housing 


loans now that the base-lending rate has | 


been forced to a 20-year low of 6.75%. 
When bidding fog Cagamas' latest 
issue opened on 20 June, demand from 
the principal dealers was strong. Only 
28.5% of the bids for the issue were suc- 
| eessful, compared with 48.9% of the 
bids for the January issue. The over- 
subseription might be attributed to a 
' coupon rate 0.1% higher than last time, 
but the larger issue may also have raised 
expectations of a lWrely secondary mar- 
cket. Dealers bid an average price of 
MS$100.92 for the bonds, giving an ap- 
proximate annual yield of 5.19%, com- 
“pared with an average price of 
100.16, for the January. 5.3% issue 


_ | irms, Uniden Corp. and Weston Corp., 
-have already moved their production 











Unhelpful attitudes to futures - 








Hongkong futures brokers squabble over backing guarantee facility 


By Christopher Marchand in Hongkong 

he insistence of the Davison Sec- 

urities Review Committee report on 
Hongkong’s capital markets that fu- 
tures brokers should underwrite the fu- 
tures market’s guarantee has stoked the 
brokers’ conflict with the Futures 
Guarantee Corp. (FGC) and is raising 
doubts about the survival of the market. 

The fight relates to a HK$500 million 
(US$64.1 million) loan brokers made 
last October to a lifeline facility to keep 
the market afloat. Questions over 
documentation and terms under which 
the loan will be repaid remain un- 
settled. Brokers baulk at putting up still 
more capital, at a time when profitabil- 
ity on futures market trading has van- 


The Davison report was blunt in not- 








| Newton: time for negotiatio... 
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ing that the system of an external 
guarantee had failed in Hongkong. “If 
futures members want a market they 


| should back it. If not, then it is not for 


the government to sponsor or subsidise 
the market,” the report said. 

The review committee, which was 
headed by former chief executive of 
Lloyds of London Ian Hay Davison, 
called for far-reaching reforms of Hong- 
kong’s capital markets when its report 
was issued at the beginning of June 
(REVIEW, 16 June). 

Stockbrokers now are simply ignor- 
ing futures. This underlines the claim 
that most of last year’s volume was de- 
rived not from hedging or arbitrage, but 
speculators driven on by the bull mar- 
ket. Since February, daily trading in 
Hang Seng Index futures contracts, the 
market’s staple contract, has slumped 
by half to an insignificant 400-600 con- 
tracts a day. In the same period, daily 





stockmarket turnover has doubled. 
“The FGC is the major stumbling 
block,” said William Phillipps of Baring 
Securities, whose firm is the only one to 
have joined the futures market since the 





i. 


crash. "There is a Catch-22 situation: 
the FGC doesn't want to put up any 
money. Davison's proposals that the 
brokers put in the money would be sen- 
sible if the brokers had not already con- 
tributed last October." 


kong Government's Exchange Fund put 
up HK$1 billion for the lifeline, and a 
number of Hongkong banks HK$500 
million. Emergency support for the fu- 
tures market was needed, as the FGC, 
which is owned by Hongkong and for- 
eign banks, had neither a legal duty nor 
the capital resources to meet threatened 
defaults after the crash. E 
These defaults came to HK$1.8 bil- 
lion, a figure which is being cut by sub- 
sequent recoveries. But with legal liabil- 
ity for shouldering the loff not clearly. 
defined, the lifeline's contributors are 
jockeying to protect their money. i! 
“The FGC and the brokers are. 


| adopting attitudes which are unhelp- 
| ful,” said Wilfrid Newton, who took 


over as chairman of the Futures Ex- 
change after the crash. “But the brokers: 
put up HK$500 million and they under- 
standably want to preserve that.” 

Neither Newton nor the acting Fi- 
nancial Secretary David Nendick would. 
comment on the dispute's details. Fi- 
nancial Secretary Piers Jacobs did no- 
thing for his vacillating image by depart- 
ing on a month's leave, the week after 
the Davison Report was released. 

Nendick, however, noted that in-. 
terest is being paid on the brokers' loan. 
"There are details to tidy up, but it's not 
as if the debt is being unattended. If 
necessary, the brokers' loans will be re-. 
paid by a levy on stockmarket transac- 
tions," he said. 

Newton noted that the lifeline facil- 
ity is in place until October next year. 
That gives time to negotiate the size ofà 
new guarantee for the futures market, 
and for interim financing arrangements 
to be reached. Newton recalled that the - 
Futures Exchange last December esti- - 


million could cover situation’ where 
there were 10,000 open contracts, a 


vere, Newton said. Current open posi- 
tions average 1,200 a day. 

Longer term, brokers say, the fu- 
tures market's viability depends on 'a 
broader product range, and the ability 
to attract such institgfional support as 
arbitrageurs and hedgers. Institutional 
support, thBugh, is only likely if com- 
plete arbitrage programmes, notably 
the short selling of physical stocks, can 
be adopted. S 








an equrtdient yield of 5.26% ). ü 
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In addition to the brokers, the Hong- ^N 





mated that a guarantee fund of HK$70 | 


one-day market collapse of 3096, and à... 
50% default by brokers. The Davison |. 
Report thought this estimate too se- - 
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SHROFF. 























aps for Afri 

Maps for Africa, 
9 IN Shroff's capacity as devil’s advo- 
cate, the money-changing reprobate has 
been searching the  dustbins of 
Kabotocho for scraps of bad news that 
might puncture some of the euphoria 
surrounding the umpteenth Japanese 
stockmarket boom. He found little. The 
economy grew at an annual rate of 
11.396 in the first quarter. Nomura Re- 
search says net profits of 363 firms will 
increase 22% in the year to next March,’ 
only slightly less than last year's 24%. 
The Nikkei index has climbed by a third 
since the start of the year, exactly the | 
rise that took place in the first half of | 
1987. But that does not mean we are in 


for are-run of last October's correction. 
The Nikkei is “only” 6% higher than the 
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point it reached just before the slump 
and corporate profit growth since has 
outpaced the rise in share prices. 

ow about the quality of share trad- 
ing? Hasn't that shown some of the signs 
of a stale bull market? True, turnover 
has had a frenetic quality recently. In 
the first two weeks of June, daily trading 
averaged a record 1.9 billion shares on 
the Tokyo Stock Exchange (TSE). On 
15 June, no less than 71% of the 2.5 bil- 
ion shares that traded affected only 30 
issues. But trading since then has 
calmed down a bit and nobody seems to 
think it is more than a sign of rainy-sea- 
son nervousness. 

@ ACTUALL Yaghere are two nasties 
lurking in the shadows. One is interest 
rates. A couple of weeks ago, analysts 
were evenl$ divided on monetary pros- 
ects. Some said that the government 
ad more than enouBh ways to coun- 
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means of more deregulation (like letting 
in more cheap US beef). The others said 
indicators such as capacity utilisa- 
tion and wages were pointing in only 
one direction: higher inflation. The ba- 
lance seems to be shifting in favour of 
the latter group. Rates in the money 
market have been inching up — but not 
yet enough to ignite the bond market or 
to alarm stock punters. 

The second warning is a new chorus 


to that old refrain about the weight of | 
money. There seems to be no escape | 


from the concept whenever the TSE is 
mentioned. The latest lyrics come from 
Stephen Church of UBS-Phillips & 


Drew. He suggests that the turn in the | 


tide of foreign money — from being net 
sellers of ¥7.6 trillion (US$60.5 billion) 
of Japanese stock last year to a probably 
neutral stance in 1988 — is masking the 
fact that domestic institutions are losing 
their appetite for local shares. He re- 
ckons that their net purchases will fall 
from ¥20.6 trillion in 1987 to ¥16.2 
trillion this year. 

At the same time, there is an enorm- 
ous number of convertibles hanging 
over the market, not to mention new 
fundraisings worth a record € 17.5 tril- 
lion this year, Church predicts, of which 


fully 90% are likely to be equities or | 


equity-linked. The third tranche in the 
government's sell-off of Nippon Tele- 
phone and Telegraph (NTT) is expected 
towards the end of 1988 at a price that 
cannot be less than the ¥2.55 million at 
which they were sold in November 
1987. They are now around ¥2.43 
million. 

The Finance Ministry has recenty 
been trying to restrain the bulls in No- 
mura and elsewhere because it does not 
want the buying pressure to run out of 
steam before the NTT sale. That may 


become increasingly difficult towards | 


the end of the year if the tide of cash 
begins to ebb more rapidly — one rea- 
son why the government may act on its 
hint to sell some NTT shares to for- 
eigners. 

@ RUN-of-the-mill “investment advis- 
ers,” not least Japan’s own rat pack, 
continue to talk in quasi-religious terms 
about the strength of the Japanese econ- 
omy and how this justifies current stock 
prices. It sounds just like the strong dol- 
lar and its accompanying binge of US 
chauvinism four years back, even as the 
high trade deficit was rising. In Japan, 
there is a high, and rising, gap between 
future earnings potential and current 
non-equity yields. If you have heard all 
this “stupid lack of understanding of 
Japan” before, you heard the same 
about the US four years back. 

But as the main function of “ana- 


teract burgeoning commodity prices by | lysts” is to rationalise thapresent rather 
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| results are unlikely fo be sustained 


| pany's notional rent to the property 





than predict the future, it is not surpris- 
ing they have to come up with ever more 
fanciful propositions. Like old maps of 
unexplored regions-of Africa: "Here be 4 
unicorns, men with two heatis, rivers of 
honey, etc." 

Warburg Securities has sent its “Af- 
rican" surveyors to Japan's No..2 steel 
producer, Nippon Kokan (NKK). 
Thanks to strong domestic demand, 
falling raw material costs and increases 
in productivity, NKK is doing a lot bet- 
ter than most would have expected a 
year ago. It turned a X13 billion net 
loss in the year to March 1987 into a 
X 12 billion profit in the year just ended” 
This year, NKK might make Y 49 billion 
if prices (how convenient) grow at 6% 
while raw material costs and interest 
rates are flat. . 

Far be it from Shroff to challenge 
these forecasts. But regjising the steel 


through 1989, Warburg has evidently 
concluded new devices must be found to | 
recommend a stock then selling at 67. |. 
times last year’s then-estimated earn- 
ings and 30 times its 1990 estimates. (To 
give Warburg credit, the share price has 
risen 20?6 since the recommendation 
even though net earnings were far short 
of estimates and the shares are currentl 
selling at 130 times last year's canines) 
Waving its magic wand, the Wizard 
Warburg divided NKK into gbree parts 
— steelmaking, property and invest- 
ments — and ascrigee# à net value of 
X1,760 billion to ehe property com- 
pany. Not to worry that NKK's most 
modern integrated steelworks, at 
Keihin on Tokyo bay, occupigs 70% (by 
value) of the land. Or that the steel com- 





company in 1990 would exceed its pre- 
tax earnings. Of course, NKK may be 
able to forget steelmaking (which, ac- 
cording to the Warburg arithmetic, is in 
the current share price for free) and 
within a few years turn its 9 million m? of 
bayside land into housing. Meanwhile, 
unless NKK's steelmaking does even 
better than Warburg's estimate, it may 
have gone bust tryfng to service the debt 
to the property company. 

The Warburg counsel reminds 
Shroff of an earlier alchemist, Bernie, 
Cornfeld of IOS. He advised those who 
"sincerely" wanted to be rich: “Don't 
fool around with steel or light globes, 
work directly with money." But things 
are not so bad in Japgh as in older, more 
cynical industrial countries. Manage- 
ment at NKK believes in fooling around 
with steel! And possibly it knows that, 
marginal prices for undeveloped land: 
are rather more fickle than those 
finished steel. . 
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igns of Aypstralia’s economic re- 
sovery faltering on an overheated 

| economy were revealed in the worse- 
than-expected current-account figures 
for May. The deficit ballooned to 
$1.18 billibn (US$977.7 million), an 
almost three-fold widening on the re- 
vised deficit of A$426 million for April. 
Despite Treasurer Paul Keating say- 

ing the May figure was distorted by im- 
ports of plant and equipment for indus- 
.. try, rather than consumer spending, the 
money market thought otherwise. 
Short-term interest rates rose nearly 
half a percentage point immediately 
after the release of the figures, with the 

j| *€ommonwealth Bank and the National 
Australia Bank pushing their prime 





14.596 respectively. 
The Austsalian dollar rallied on the 











three-year high @¥ 81.25 US cents, while 


| to 59.7, the highest level in two years. 


US-cent barrier. 

High domestic interest rates aside, 
strong commodity prices are fuelling the 
_ Australian dollar's rise, which in turn is 
| making imports cheaper and exports 
more expensive — an underlying worry 
for the economic planners. 

Economic growth in 1987-88 is now 


Overheating and still bullish 


“rates to 15%, up from 14.75% and | 
T news — the immediate effect was that |. 
the local curfency closed on 17 June ata | 

the trade weighted index rose from 59.2 | 


This new upswing came only a month . 
after the dollar brake- through the 80 . 
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than previously expected — but the 
long-term forecast 1s for a downturn. 
Growth for 1988-89 is expected to be 
about 2.5%. Tighter monetary policy 
and further moderate cuts in govern- 
ment expenditure are expected to re- 
duce the inflationary tendency. The 
overnment is still forecasting a cut in 
inflation from 6% to 5% or even 4.5% 
next year, though some analysts believe 
that to be overly optimistic. 

The June report of the Australian 
Bureau of Agricultural and Resource 
Economics (Abare) forecasts more 


.. STRONGER EARNINGS - | 
"FROM COMMODITIES 


E commodity 
‘Prices indexes) - 
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gains in world prices it many of ya 
tralia’s rural commodities in 1988- 
stocks decline. But A®are sees the 
higher dollar as likely to dampen Me ef- | 
fect of price rises to some extent. 

The Reserve Bank of Australia’s 
(RBA) commodity price index, which 
reflects world commodity prices rele- 
vant to Australia, shows a much higher 
average than the IMF index of total 
world commodity trade. A major factor 
in the index difference is of the heavy 
weighting of wool by the RBA. Sois 

Economists are worried about the - 
continuing high current-account deficit 
and its impact on the country's net ex- 
ternal debt. As a percentage of GDP, | 
Australia's debt bos increased from 
4.3% in 1977 to 31.4% in 1987, a figur 
which alarms many. 

But Keating, in his May statement 
was determinedly bullish about the eco: 
nomic outlook. He maintained that a 
budget surplus of A$1 billi more in. 
the financial year endin 0 une will 
provide a platform for cutting company 
tax from 49% to 39%, and made him 
optimistic about delivering sizeable per- 
sonal income tax cuts. His caveat was. 
that wage restraint must continue. 

Wage claims which are being pres 
pared, however, suggest that the trad 
unions will settle for nothing less than. 
6% increase to keep pue with inflation, . 
plus other marginal increases tied to | 
productivity and other agreements. 
Analysts believe that a real figure. of. 
9% all up could be politically and 
economically swallowed. 








expected to be about 3.5% — higher REVIEWGRAPH by andy Tang — Michael Malik 
— ucl 
e 





g COMPANY RESULTS | 





Net 













































































































































i % change Dividend 
Period | profit on period Turnover (prev.) Comment 
Y 31 Mar. | ¥25.36b +68.7% | Y2,714.74b n.a. Hi-tech group forecasts 1988-89 net profit of Y 48b from. 

| (US$202.9m) L (US$21.7b) E expected good sales of computers and electronics. 
Mitsubishi Y31 Mar. | Y2221b +109.6% | ¥2,368b n.a. Continuing high domestic demand expected to lift net | 
Electric | (US$1 77.7m) (US$18.9b) profit to ¥35b in the coming year. ; 
Thai Union Y 31 Dec. | Baht 15.8m Baht 1.19b +7.2% nil Siam Cement-group member made big investments in its 
Paper | (US$626,985) | (US$47.2m) (ni) — | power-generation plantto start-up in 1989. 
ThaiTinplate | Y 31 Dec. | Baht 143.4m +31.4% | Baht 2.82b +31.6% Baht35 | Sales of steel improved 79.9% to 37,506 tonnes; while E 

(US$5.7m) (US$111.9m) | (Baht30) | tinplate was up 23.8% to 127,658 tonnes. 

Lion Corp Y 31 Mar. | NZ$57.0m +11.1% | NZ$987.3m +20.7% 46% | New Zealand brewing, hotel and retail company’ s results | 

| i 1195910. 3m) (US$697.7m) (44%) | exclude takeover of L. D. Nathan. ‘ 

+ E PETT 
NZI Corp. Y31 Mar. | T NZ827. 5m ~82.9% | NZ$2.3b" +11.7% 21% Insurance and finance group's profit fall after exbanrdnaties: 
ee 4m) (US$1.6b) (same) | of NZ$141m from investment losses. p 
CIBA Geigy ji Y 31 Dec. | Rs 67.6m +29% | Rs1.7b +14 20% | Agricultural chemicals accounted for 53% and pharmaceu- 
(US$4.4m) (US$109.7m) (18%)  |ticals 25% of turnover of indian unit of Swiss group. 
Na EN eae 
Hongkong Y 31 Mar. | HK$3.0b d HK$6.8b P 12.45 HKet| Merged domestic and international common carrier proffs 
Telecom | (US$384.6m) | (US$871.8m) — higher than forecast. Three-for-20 bonus issue. * 
Wormaid Y¥31 Dec. 1 HK$125.7m +69.7% | HK$444.4mÜÍ +13.9% 10HKe | Subsidiary of Wormald Int'l. Bonugg8sue of one-for-four vs 
Pacific * (US$16.1m) sl i (US$57m) (6.25 HK¢) | one-tor- -one. 
Nippon Y31Mar. | ¥31.9b i ¥2,147b ¥6 | World's largest steelMaker expects steady profit growt 
pp 

Steel if (US$253.6m) (US$17.1b) (nil) from continuing rationalisation. : 
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20 June e 
USS! WORTH 


dollar 
pound 
dollar 
franc 
dollar 
rupee 
rupiáh 
yen 
dollar 
dollar 
rupee 
peso 
dollar 
won 
rupee 
franc 
NT dollar 
baht 
mark 


France 
Hongkong 
india 
indonesia 
dapan 
Malaysia 
New Zealand 
Pakistan 
Philippines 
Singapore 
South Korea 
SriLanka 
Switzerland 
Taiwan 
Thailand 
West Germany 





Banknote 
rate* 





Communist 
countries 





Bangladesh. taka 29.50 


dollar 
kyat `: 
pataca 
rupee 
kina 


2.00 
63,50 

8.055 
22.00 

0.875 











Other: SDR Ie 0Qg1.3502, ECU1 = US$1.182, 
S$1<M$1.270, £y HKS13.9186 
3 months forward: Japan Y 125.065, 


“Hongkong HKS7.7995, Singapore $$2.0106, 
{Middle rate. "Selling rate 


China 

US$=Rmb 3.722 

HK$=Rmb 0.476 
Soviet Union 

US$ = Rouble 0.6021 
Laos 

US$ = New Kip 350.00 
Vietnam 

US$ - Dong 368.00 





Source: Telerate for spot and forward rates from Asian money markets, Republic Na- 
tional Bank of New York for banknote selling rates on the Hongkong market 
and Deak International Ltd for official rates. 


Latest 


Previous 
week 








“Tarde 
opper New York 
Gurrent delivery (July) 
Sept. delivery 
Aluminium 
Current delivery (June) 
Aug. delivery 
Tin 


Cotton 
Current delivery (July) 
Oct. delivery 
Rubber 
Current delivery (July) 
Aug. delivery 
PalmOii 
Current delivery (July) 
Aug. delivery 
Sugar 
Current delivery (July) 
Oct. delivery 
Pepper 
Sarawak Asta bik 100% 
Wheat 
Current delivery (July) 
Sept. delivery 
Maize 
Current delivery (July) 
Sept. delivery 
Rice 
5% white fob 
Soyabeans 
Current delivery (July) 
Aug. delivery 
Cocoa 
Current delivery (July) 
eSept. delivery 
Coffee 
Current delivery {July} 
Sept. delivery 
Petroleum 
Sumatran light 
Brent e 


London 


(2) 
a) 


Kuala Lumpur 
New York 


KualaLumpur (9) 


KualaLumpur (5) 


New York (4) 


Singapore (10) 


Chicago t6) 


Chicago m) 


6) 
6) 


Bangkok 


Chicago 
London (1) 


London 


‘Tokyo 


| London 


a) 





an 
an | 





453,75 


104.00 
96.70 


2,160.00 


1,685.00 
18.09 


68.00 
66.90 


378.50 
378.50 


1,188.00 
1,159.00 


10.34 
10.34 


720.00 


381.40 
392.60 


309.40 
317.40 


300.00 


97.14 
97.40 


878.50 
900.50 


1,125.00 
1,136.50 


16.20 
15.10 


448.55 


109.10 


2,240.00 


18.12 


66.22 


383.00 


1,042.00 


10.00 


737.50 


373.60 


257.60 





300.00 


88.40 


900.50 


1,097.50 





me 


20 June 








‘INTEREST RATES (%) | 


Prime 
lending » 


1-year 
treasury interbank 


hiérbon: š 
6months* 








Australia 
Britain 
Hongkong 
Indonesia 


Japan 


Malaysia 
New Zealand 
Philippines 
Singapore 
South Korea 
Taiwan 
Thailand 

us 





L 


| om 


8.5625 

7.50 
19.50 

4.4375 


bills/bonds* | fnm 
| 4*7 | 450987 
H i 
| | 
| 


3.50 
16.15 
12.50 

3.875 


15.25 
15.86 


15.20 
5.01 
4.50 

i 7,53 


4.80 
8.75 





interbank 
3months* 
d 
13.141 
9.25 
7.625 


* 
44375 | 
| 

| 


3.60 
15.70 
13.00 

4.00 

4.90 

875 


7.75 


4.5625 


3.75 
15.40 


40625 


-4.95 


7.6875 l 7.8125 U 7.9375 








6 months 


12 months 





US$ 


7.875 


£ Sterling 
Yen 
Swiss Fr. 
Dm 


AS 12.6875 


9.4375 
4.4375 
3.31258 
4,25 


* 


8.25 

* 
9.8125 
4.5625 
3.375 
4.375 


13.25 





*long term 


3months 
ago 


450.45 437.25 


104.00 68.15 


1.110.00 934.00 


17.48 16.50 


63.03 74.40 
218.50 
780.00 


6.62 


1,040.00 


260.50 


182.75 


213.00 


534.00 


1,305.50 


1,221.00 





17.70 
19.00 





(ü£atonne, (2 M$akg  (3US$anoz 


(7) USc a 56 b bushe! 


(4j USc aib 





(5jM$atonne (6)USca60Ib bushel 
cuse tone (8)Mcakg (10)S$a100kg (11)USSabaret Source: Telerate, Reuter. 


**short term 


USS: 
Domestic 


International 


Yen: 
Domestic 


international 


Dm: 
Domestic 


international 


AS: 
Domestic 


international 


C$: 


Domestic 
international 


E: 


;| Domestic 


international 


NZS: 


Domestic 


international 


SFr: 


t offered rate 


3-5 yearst 
7-10 yearst 
3-8 yearst 
7-10yearst 


S3years t 


10yearst | 


3-5yearst 


7-10yearst | 


3-5 years" 
10 years * 
3-5yearst 


7-10 yearst | 


3 years t 


Qüyears! | 


3-5 years! 
7-10yearst 


3years * | 


10 years * 


3-5years! | 
7-10years! | 


3yearst 


j0years! | 


3-5yearst 
7-10yearst 


3-5 years! 
7-10yearst 
3years * 
7-10 years 


8-5 yearst 


7-10yearst | 


3-5yearst 


7-10yearst 





Source: Telerate, Vickers da Costa & Co. 


E BOND YIELDS (%) | 


6 months 























Weighted for 1985 trade with the countries shown plus the US and Canada and 14 European countries. Figures are for the week ended 18 June. 


EFFECTIVE EXCHANGE RATES 
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(weekly values) 


ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 


AUSTRALIA 


CHINA HONGKONG INDIA INDONESIA 





Economic Growth % (real) (1) 
1987 e 
1988 . 

international Reserves (5) 
Latest 


Yeareartier 
Trade Balance (total merchandise) 
atest 3 months 


Previous 3 months 
Year earlier 


change previous 3 months 

% change year earlier 
‘Imports (8) 

Latest 3 months 
“% change previous months 

6 change year earlier 
onsumer Prices 

ases i 
Latest 3 months index average 


hip previous seem 


hange year earlier e 
Money Supply (3) 
Latest 


-Ya change previous month 
% change yell earlier 


4.6 
1-3 


USS9.31b 
(Mar) 
US$6.54b 


*US$0.27b 
(Feb.-Apr.) 

+US$0.36b 
~US$0.02b 


USS8.19b 
*2.4 
+23.4 


US$7.92b 
+44 
*19.0 


July 80-June 81 = 100 
i 172.9 
(Oct.-Dec.) 
337 
$7.4 





A$126.3b(10) 


3.5 
3-4 


13.6 
5-7 


4.10 


9.4 
1.50 


7-7.5 


US$5.09b 
(Jan.) 
US$3.57b 


US$16.71b US$5.33b 
Jan.) (Apr.) 
U: US$6.50b 


10.87b 


n.a. 


n.a. 


-US$1.15b 
(Dec.-Feb.) 
-—US$1.52b 
-US$1.52b 


*US$1.41b(9) 
(Nov.-Jan.) 
-* US$1.93b 
* US$0.40b 


Ver Ap) 
+US$0.15b 
-US$0.97b 


—US$1.24b 
(Oct.-Dec.) 
~US$0.71b 

-US$3.0b 





US$3.03b 
+3.0 
+ 26.6 


US$13.41b 
*35.8 
+40.4 


US$12.68b 
-7.9 


US$4.75b(9) 
. -2.7 
+27.2 


4267 
USS4. 18b 


~6.2 
*6.8 


US$3.34b(9) 
+13.0 
-0.2 


US$13.56b 
—0.4 
*24.0 


US$14.65b 
+38.4 
*16.7 


1960= 100 
751.67 
(Jan.-Mar.) 
-0.1 
+9.5 


Apr. 77-Mar. 78=100 


Sept.-Dec. 1986= 100. |Oct. 84-Sept. 85= 100 
À 5 304.18 


Rs 1.64t(10) 
(Apr. 
+14.8 
+16.7 


Rps 33.13t 
(Nov.) 
*2.6 
+20.1 


HK$327.33b 
(Apr) 
+14.3 
+26.1 


2. 
J 


(weekly values): F 


oaa 
13545. 


US$19.44 gs 
Kc od 


US$65.29b(6) 
+97 


+16.5 


US$45.85b(6) 
+64 


+n 





SINGAPORE SOUTH KOREA TAIWAN 


THAILAND 





Economic Growth % {real} 
1987 
1988 

international Reserves (5) 
Latest 


(n 


~ Year earlier 


Trade Balance {total merchandise) 
“Latest 3 months 


Previous 3 months 
Year earlier 
Exports (7) 
Latest 3 months 
% change previous 3 months 
% change year earlier 


Imports (8) 
Latest 3 months 
% change previous 3 months 
% change year earlier 
Consumer Prices 


Base 
Latest 3 months index average 


. Ss change previous 3 months 
°° %, change year earlier 
Money Supply (3) 

Latest 


% change previous month 
kd dhange year earlier 


= 


(Feb.) 
US$6.45b 


+ US$0.78b(4) 
(Nov.-Jan.) 
4 US$0.61b 
+US$0.45b 


US$4.08b(4) 
*2.8 
+37.4 


US$3.30b(4) 
-23 
*312 


1980= 100 
128.3 
(Dec.-Feb.) 
*1.4 
*14 


MS$55.04b 

(Nov.) 
-0.5 
*5.7 


11 
6-8 


12.2 


5.05 
8-10 


8.8 

5.5-6.5 5-7 

US$76.71b 
(Feb) 

US$51.80b 


US$6.96b 
(Mar.) 
US$3.51b 


US$14.81b 
(Nov.) 
US$12.75b 


USSO0.74b 
(Mar.) 
US$1.67b 





.-Apr. 
+US$3.63} 
+US$4.37b 


-US$0.89b 
(Feb.-Apr.) 
-US$1.22b 
~US$0.98b 


—USS0.16b 
(Feb.-Apr.) 
- US$0.21b 
-US$0.23b 


4US$1.56b(6) 


US$8.80b 
+14.4 
+33.1 


US$1.65b 
*44 
+30.9 


US$13.51b(6) 
-0.6 


US$13.66b 
. -7.0 
+32.0 


+11.0 


US$12.48b 
+13.0 
*57.0 


US$11.95b(6) 
*14 
+30.0 


US$9.69b 
=2.4 
+26.6 


US$1.81b 
444 
«21.5 


1985-100 
111.9 
(Feb.-Apr.) 
+3.0 
+78 


1978=100 
395.0 

(Mar.-May) 
+18 
*9.5 


June 82-May 83= 100 
104.0 
(Feb.-Apr.) 

10.6 
*19 





Won 40.38t 


(Apr) 
—0.12 
+48.5 


$$37.09b 


(Dec) 
*2.1 
| +19.8 | 


P156.11b 
(Dec.) 
«9.9 
+14.6 











1976= 100 
207.3 
(Jan. Mar.) 
+0.7 


+40 o 


Baht 823.76 
{Jan} 
+14.4 


» +20.0 





| 





A 





“Official and other estimates of GDP (GNP in Japan) (2) Consumer Price Index A (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only (5) IMF definition of reserves minus gold 
tept for Singapore i6) Customs basis (7) fob (B) cif (9) Excluding petroleum products (10) M3 — (11) % change over past 3 months 


Source: Otfigiai statistics, 
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. Bulls and brinkmanship | 
e FRENZIED buying pushed Bangkok to pre-crash levels as Tokyo continued its record-breaking run in the 
period to 20 June. Hongkong also edged higher. But Bombay was depressed by political uncertainty. 


- TOKYO: Shares edged higher for the 


| first four days of the session before slip- [^7 
ping back in line with the bond market. [2800 


The beef- and orange-trade agreement 
helped food stocks. Nippon Meat 
‘Packers was unchanged at ¥2,110 
shed ¥16 to Y465. Average daily vo}: 


shares, worth ¥1.3t. 


medium-term outlook for the local and 


. up at 2,719.06. Among blue chips, the 


trading and property sectors made 
"gains. H son rose 40 HK cents (5 
US cents) to*HK$9.30. Volume was 


|... 7lb, worth HK$8.38b. 


; SINGAPORE: Although second-liners 


dominated the market, plantation 





| stocks were also in demand because of | : 


higher palm oil prices. KL Kepong rose 


32 S cents (16 US cents) to S$3.86. But | 


SIA Foreign fell 90 S cents to S$12.20 
on news of further sales by controlling 
shareholder Temasek Holdings. Vol- 
ume averaged 57.4m shares a day, 
worth S$99.4m. 


- KUALA LUMPUR: Strong buying in- 
| terest in second-liners buoyed the mar- 
:. ket even though most brokers had pre- 
dicted a correction. Mattress maker 
Dreamland Holdings managed a rise of 
:.36 M cents (14 US cents) to M$1.95. 


level since July 1987, averaging 35.6m 
shares a day, worth M$55.2m. 


— BANGKOK: Investors turned cautious 
;. towards the end of the period after the 
market regained its October levels in a 


|. frenzy of trading. Optimistic GDP 


: growth projections boosted demand. 
Turnover hit a high of Baht 1.94b 


at 459.29. Speculative finance and in- 
surance counters led the way. Several 
industrials fell on profit-taking. 


" “MANILA: Prices rose as bullish senti- 


ment picked up in anticipation of Presi- 
dent Corazon Aquino's return from 
Europe. Trading was thin. The Manila 
Composite Index gained 22.22 to 
close at 858.55. COWnercial-industrial 
stocks rose most, with San Miguel-B 
rising 5.396,to. P200 (US$9%0), and 
Ayala 5.7% to P9.30. Average turn- 





-over was 826.7mshares worth P49.06m. 
* M 





E 
ww sna 





(US$16.80) and Mitsui OSK Lines pim 


ume for the period was a heavy 1.6b |... 








A HONGKONG: Optimism over the f, 


New York markets sent share prices | 34 
"higher in heavy trading. The Hang | 3, 
< Seng Index finished the period 71.64 |, 














Multi-Purpose climbed 9 M cents to 74 | 
= M cents. Volume was at its highest 














(US$77m). The index closed 14.77 up E 














— 











AUSTRALIA: After a hesitant start, 
the market surged ahead in a four-day 
rally which saw it reach its highest level 
since October. Rising base metal prices 
and a strong Australian dollar boosted 
demand. CRA jumped 84 A cents (68 
US cents) to A$9.50 and Western Min- 
ing gained 24 A cents to A$6.40. Vol- 
ume was moderate at 649m shares, 
worth A$1.04b. 


NEW ZEALAND: Uncertainty pore z 


ing the sale of 38% of NZI to General 


Accident and a poor result by New |! 


Zealand Forest Products pulled the 
Barclays Index back below 2,000 after 
it had reached 2,035.3 on 16 June. 
Fletcher Challenge ended the period 
up 1 NZ cent (0.7 US cent) at NZ$4.35. 
Volume was 44.61m shares, worth 
NZ$56.25m. 


TAIPEI: Better than expected US 
trade figures and gains in overseas mar- 
kets helped push the index to a high of 
5,207 on 15 June. But the absence of in- 
stitutional interest above the 5.000 
mark left the market jittery. Asia Ce- 
ment rose NT$10.50 (37 US cents) to 
NT$96.50. Far Eastern Textile rose 
NT$12 to NT$123. Average daily turn- 
over fell to NT$31.78b. 


SEOUL: The market continued to 
plunge in the wake of the Posco offer- 
ing, with both speculative favourites 
and blue-chip manufacturing shares 
losing ground, Construction shares fell 
4.5% , with Samsung Construction off 
8.6% . Car stocks dropped 4.5% , with 
Kia Motors down 5.5%. Mining shares 
gained. Volume fell to 8.7m shares a 
day, worth Won 156b (US$213.7m). 


BOMBAY: Sentiment was depressed 
because of the uncertain political cli- 
mate in the wake of the by-election de- 
feat of Rajiv Gandhi's Congress party. 
Most blue chips declined on profit-tak- 
ing. Volume eased. Among gainers 
Bajaj Auto rose Rs 18.75 (US$1.30) to 
Rs 241.25 and Tata Engineering 
jumped Rs 7.50 to Rs 635. Reliance 
shed Rs 16.50 to Rs 210. 


NEW YORK: The market declined on 
renewed concern about interest rates 
after reaching a post-crash high on 15 
June on the back of strong buying in- 
terest sparked by improved US deficit 
figures. Brokers said profit-taking 
helped the fall. Total volume was 
999.63m shares. The Morgan Stanley 
Capital International Index closed 1.6 
lower at 464.4 on 17 June. 
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APPOINTMENTS 





LÀ 


a 


"| THE UNITED NATIONS CHILDREN’S FUND 


With headquarters in New York 
and offices throughout the world, requires a 


- REGIONAL ADVISER 
PRIMARY HEALTH CARE 


LOCATION: Bangkok, Thailand 


RESPONSIBILITIES: To provide advisory services to UNICEF 
country offices in the field of primary health care, with special em- 
phasis on-expanded programme of immunization, oral rehydration 
therapy and environmental sanitation, and aiso to national 
ministriBs'and institutions in the East Asia and Pacific Region. 


QUALIFICATION REQUIREMENTS: Advanced university degree 
with specialized training in health services and health education. 
Doctoral degree an advantage. Able to communicate and work with 
variety of individuals and groups at various levels and in different 
cultures; b'awang of the role of communities in planning, construc- 
tion, operatio maintenance of projects. At least ten years of 
practical experience at national and international levels in planning, 
programming, implementation, management and evaluation of 
: primary health care, expanded programme of immunization, oral 
“rehydration therapy and environmental sanitation projects for rural 
«areas in developing countries. Prior experience with other inter- 
į national organization Wlesigning and implementing similar proj- 
“acts would be an advantage. Fluency in English. Knowledge of 

» French an advantage. 


SALARY AND BENEFITS: UNICEF as part of the United Nations 
common system offers competitive international salaries, benefits 
and allowances. Emolument in the US$50,000 range. 


Qualified women are encouraged to apply. Please send detailed 
. application in English, quoting reference number VN-88-052 to: 


Ms. Nuhad Kanawati 
afiecruitment & Staff Development Officer 
wae UNICEF 


ho. Nations Plaza (H-5F) 
York, N.Y. 10017, U.S.A. 


Closing date 8, receipt of application: 30 July 1988 


“Marine Policy Analyst” 


Research Associate — East-West Center 


The East-West Center, establishag in 1960 by the United States Congress which provides principal 
funding, is à public, nonprofit educatitnal institution, with an international board of governors. Support 
also comes from Asian and Pacific goya niments, international organizations, and private institutions. 

Applications are being accepted for a Research Associate position in the Environment and Policy 

ristitute. (EAP, the chie! concerns of which are problems of environmental quality and resources 
management, The position is for three years with the possibility of extensions. The Research As- 
Sociate will work as part of a collaborative, inferdisciplinary, multinational team undertaking research 


"and other activities pertaining to marine resources management, Responsibilities include policy-re- 


ed research and publication, organizing and contributing to conferences, collaborating in the prep- 
ation ot marine policy atiases and other publications, and maintaining liaison with research person- 


_ nel engaged in acean-related studies in the Asia-Pacific region. 


REQUIRED QUALIFICATIONS: Ph.D. in a natural or social science, or a higher degree in another 
figid concerned with or related to marine policy studies. A strong English-language publications record 
i marine policy. Professional experience in the Asia-Pacific region with first-hand knowledge of at 
least ‘one. country in the region as demonstrated by publications or other evidence. 


S PREFERRED QUALIFICATIONS: Reading knowledge of an Asian language. Familiarity with the 
_ preparation of atlases, particulaly in the field of ocean affairs and resources management. 





SALARY RANGE: $27,716 to. $46,670 per year, depending on qualifications, plus cost-of-living al- 
owance durrently at 22.955 (subject to change). 


BAe submit resume with cover letter (hich includes titie of position you are applying for, a narrative de- 
t ling reigvance ol your qualifications to the responsibilities of the position, and names and addresses 





Retiegca Dixon. Personnel Office, Dept. 655, East-West Center, 1777 East-West Road, Honolulu, 
wali 96848. 


oe 


i Ot three professional references. Applications must be postmarked by September 15, 1988. Send to: 


i * 
An Equal Employment Opportunity/Affirmative Action Employer 








HUMAN RIGHTS IN SOUTH ASIA 


Amnesty international needs a Researcher to investigate 
human rights violations in South East Asia, including Indonesia, 
Philippines and the countries of the South Pacific (except Aus 
tralia and New Zealand). S/he will document cases, prepare f 
ports and advise on initiatives to be taken by Amnesty inte 
tional particularly in relation to prisoners of conscience; trial p 
cedures, treatment of prisoners and executions. 


Candidates must have proven research skills, an impartial ap- 
proach, sound political judgment, the ability to work in a team . 
and under pressure, together with knowledge of the countries 
gained first hand and/or from academic study. Familiarity with 
the legal systems of some of the countries would be useful. - 
Fluent English and Indonesian are required, and knowledge of 
one of the Philippine languages and French would be useful. 


SALARY Starts at £14,000 pa (index-linked, annual: 
increments) s CU 


CLOSING DATE FOR RECEIPT OF COMPLETED _ 
APPLICATIONS — 19 AUGUST 1988. ; 


INTERVIEWS SCHEDULED FOR WEEK COMMENCING 
19 SEPTEMBER 1988 


For further information and an application form, please con 
tact Personne! Office, Amnesty International, Internationa 
Secretariat, 1 Easton St, London WCIX 8DJ, United Kingdom, 
Tel: (01) 837 3805 (24 hr ansaphone) 


amnesty 
international 


TECHNICAL ADVISOR/PLANNER 


Not-for-profit organization invites applications for small scale/appropr 
technology and engineering background for a possible overseas lori: 
contract in India to provide services to a local not-for-profit venture 
company. Technical services required: conducting needs ass: 
and technology searches; identifying, assessing and evaluating? 
san activities relating to commercial viability in collaboration? 9* 
partners. Experience required: mechanical and/or agricul 36 de- 
ing, food technology and/or biological services; universi 

PhD preferred), minimum 3 years development exper às Wen as 
veloped countries (India preferred); working with rund overseas. 
analytical; judgemental skills; and ability to work ind intern 
being a team member. Salary commensurate with : 
experience. Send letter and resume to ATTN: 

tional, 1331 H Street, N.W., Washington, D.C. 


*NOPHONECALLSPLF 
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TECHNICIAN EDUCATION 
FACULTY POSITION 


Applications are invited for appointment to a faculty position at the Colombo Plan 
Staff College for Technician Education. The College services the technician trainer 
training needs of twenty-one member countries of the Colombo Plan. 


Applicants should have a strong background in étiucation and training and with 
specialization in any one or more of the following areas: 

: * industrial training with emphasis on skills training for trainers 

* andragogy or the adult learning process 

* Communications, business studies, policy formulation 

‘Those with a good working knowledge of computers in addition to the above and 

"those with post graduate qualifications will be preferred. A good command of the 

English language is also necessary. Citizens of member countries of the Col- 

"lege will take precedence over those who are not. 

“Salary will be from US$36,602 to $38,137 tax free in the Philippines, with addi- 

` tional benefits. 

Applications close one month after publication of this advertisement. Full par- 

liculars and ation forms may be obtained by writing to: 


FACULTY MEMBER Colombo Plan Staff College P. O. Box 7500 
Airmail Distribution Center NAIA Road, Pasay City 1300, PHILIPPINES 


All applications will be treated in strict confidence. 



























PERSONAL 


IMMIGRATE TO CANADA 


Secure Business Investments 


n THE 
DIPLOMAT HOTEL 
.2 CHESHAM STREET 
^ BELGRAVIA 
- LONDON SW1X 8 DT 
TEL: 01-235 1544 


immigration Assistance 


Call: Monica or John Boyer 
Tel: (604) 856-5123 Vancouver 


 Me/Twin: £69.95 + VAT If you have something 
Hh private facilities, col- to say... sayit 
jgirect dial telephone, n dies. 
"pe and tea makers. in the Classifieds! 
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FOR SALE 
Particle Board Plant 
WITH LAMINATING LINE 
Modern second hand particle board (chipboard) plant/machinery, : 


in very good condition, for sale in Soria 
Most of the equipments manufactured 1978. * 


LÀ 


- 


Press-size: 2610 X 5150 mm, single opening. 
Capacity: 80 m3/23 hours. => 


LAMINATING-LINE for Melamine-Papeff: 
Press-size: 2150 X 5200 mm, single gero 


Total production cycle: approx. 65 seconds. 


The factory can be inspected inning R oe 
For further information, please contact: 


LBL Trading & Consulting AB 
PO Box9 .. 
S-18421 Akersberga, Sweden * 
Telex: 13680 LBL S, Fax: int + 46 T Uu 





MISCELLANEOUS 











CANADIAN 649 LOTTERY 


TAX-FREE LUMP-SUM 
Write for free info 
Canada Express International 
P.O. Box 378 
Vancouver, BC V6C 2N2 
CANADA 













a 
Readers are recommended 


to make appropriate enquiries and take approp? 

riate advice before sending any money, incurring 

any expense or entering into a binding commit- 

ment in relation to an advertisement. The Far East- 

ern Economic Review shall not be liable to any per- 
son for loss or damage incurred or suffered as-a re-. 

sult of his/her accepting or offering to accept an in-, 
vitation contained i in am adverti ment published 
in the Review. n. 

















25.77 acres in prime resort 
location for hotel and 
residential development 

in the fast-growing 
ae High Sierra Village of 
12 Mammoth Lakes in Mono 
aA County, California. Zoned for 
: 434 units, comprised of 284 
: Ar Ca condominium units,a 300-room 
hotel 24,000 square feet of commercial 
space and Mammoth Mountain’s third 
Be, lodge. Call Richard L. Eisenman, 
Vice-President, 
Senior Corp. 
(305) 672-0202. 
Or Write 1111 
Lincoln Road Mall, 
Miami Beach, 
Florida 33139. 









Corp 
James D. Harper, Jr., President 





Broker inquiries invited, 





HAWAII 


Prime resort ocean view property for purchase or joint 
development. Minimum investment $6 mil cash. Com- 
plete Hawaiian Yacht Club and condos, or golf course in 


Cal lifornia, each required $30 mil investment. 


“Kona industrial Development Corporation 
* P.Q. Box AC 
Kaneohe, Hawaii 96744 
Fax: (808) 395-2951 or 
Phone (808) 531-0939 
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a 
Absolute to the Highest Bidder 
Subject to a Minimum Opening Bid of 517 Million 
One of the LAST Development Parcels alon 
the Wisconsin Avenue - Rockville Pike Corridor 


SUBURBAN WASHINGTON DCS 
REAL ESTATE OPPORTUNITY OF THE DECADE! 
North Side of Nicholson Lane, North Bethesda; 


9. {32 Acres Presi White Flint, Rockville, Montgomery Coitty 


SALE ON THE PREMISES Maryland, Suburban Washington, DC 


Wednesday, July 27th at 2:00 pm 


This property is in the midst Y nation's hortest real estate market, in the heart 
affluent ! ruin County, Maryland, in suburban Washington, D.C. in lies within the " Tuan 
Superblock, ocks from rhe nationally known upscale White Flint Mall and across the sue 
from the ‘White Hint Metro Station, easily accessible to all Washi SMSA; This valuable tract 
within the booming Golden Triangle of 1-270 and 1-495. (Capital Beltway & Rt 355)- 
Attractive financing may be available to prequalified purchasers; 
1% Broker participation invited. Contact Auctioneers Can requirements, 


For Terms of Sale, fllustráted Brochure, and/or Offering Statement 7s 


É 1 Fox Aucti T 
Michael Fox foneers, inc. 
Executive Offices € 3835 Naylors Ln. € Baltimore, MD 21208 € 301/653-4000 : 
National 1-800-722-3334 € Maryland 1-800-638-6866 € FAX /4301/653-4060. 2 





































































CAYMAN ISLANDS REAL ESTATE COMPANY 
FOR SALE 


A long standing Cayman Islands real estate development and invest: | - 
ment company, with appropriate business license, clean balance |} 
sheet, and a small inventory of first class canal front homesites in 
Grand Cayman, is offered for sale at a price of US$200,000 cash. Inter 
American Finance Corp., P.O. Box 265, Grand Cayman, Capman : 
Islands, B.W.l. : 




























An Investment 


AES 


Two Elegant Waterfront homes 
in Huntington Harbour, : 


Fabulous Contemporary house of 
the round, Sweeping water views, 2 boat. 
docks — 3BR 4Baths — $1,395,000; 


Stunning Country French Mansion, Fan 
tastic 4 channel water view. Large boat. 
dock. Super custom 3BR 4BA - | 
$1,395,000. 


Alyse Rankin, Huntington Harbour Ré« | 

alty, 4241 Warner Ave, Huntington: | 

Beach, 92649, . : 
219-592-5609 714-846-0641 































Whose Time Has Come 
Named by Town & Country as one of the 
five foremost facilities in the U.S.; 134.9 
acres located outside Fort Worth, Texas, 
currently operating as an "English" stable 
run to British Horse Society standards, but 
also ideal for training, breeding, racing, 
Western. 80 boxes, lighted indoor & out- 
door schools, 40 acre cross-country jump- 
ing course, ponds. Lobby bidg. w/offices, 
restaurant, lounge, & tack shop. 3housss, 
2 dormitories, 2 mile double fenced pe- 
rimeter plus 15 acres of woods for trall 
riding. Good central location; excellent 
long term potential for land appreciation. 
US $3 million, contact: Steven Bassion, 
Rt. 1, Box 312, Burleson, TX 76028; tel 
617-295-5932; tx 203941 ACTDUR. 































SLOANE SQUARE . 
SERVICE APARTMENTS 


available for short lets mini- |: 
mum 1 week from studio to}. 
3-bedroom 2-bath. Tek 01- i4. 4 
730 5766 Office: 42 Lower | 
Sloane Street, LondongSW1 


S 


For QUALIFY Tesponse . . © 
advertise in this seętion. 


JS 












| trol rooms tucked away in the corners of 


| ambitio, 























ven the thost cynical observer can- 
stt fail tgtle impressed, even a little 
uplifted, by his first visit to a steel plant. 
^ Paggr factories, car-assembly lines, pet- 
rochemical facilities — none can quite 
match the fireworks of a basic oxygen 
furnace. The pig iron is cooked in a 
round pot the size of a house and, as the 
oxygen is pumped in, the sparks fly out 
from the top of the cauldron like a man- 
made volcano. 

Perhaps because humans are 
dwarfed by the scale of the cranes and 
rolling mills, there are very few people 
to be seen inside the factory. The em- 
ployees of Nippon Steel’s mill at the 
port town of Muroran in Hokkaido, 
Japan's northernmost island, seem to 
spend most of their time peering at dials 
¿and computer read-outs from little con- 





: the steelmaking plant. 
The impressive thing is the vaunting 
qp volved in the con- 


tle of Muroran. Dispensing with iron 
ore will change the use of the wharfs. 
Nippon Steel will ship in steel scrap in- 
stead to feed the fires. No blast furnace 
also means no slag for the cement works 
next door, so the material will have to 
come from as far away as the Tokyo 
area. And Nippon Steel's sub-contract- 
ors at Muroran will have to shed the 
same number of jobs as the plant itself 
— which means finding new work for 
perhaps 4,000 people in all, for a town 
of 136,000 and with an unemployment 
rate of 9%, among the highest in the 
country. 

Hitoshi Murata, the deputy secret- 
ary of Nippon Steel's trade union at the 


plant, remembers the day the workers _ 


were told of the closures: 13 February 
1987. It had come as a shock, but he is 
more philosophical about it now. 


“Thirty years is the usual life-span for a 
company. Only paper and iron have sur- 















grated communications network. The 
other, Mechatronics, will sell the. 
technology for “process control” — that, 
is, simple robots used fo®ertain types" 
of industrial methods. These ideas,” 
proposed by Nippon Steel managers at, 
Muroran, are similar to those adopted. 
by other parts of the company and in, 
other smokestack firms in Japan that 
are coming to grips with the rise in the: 
yen and the restructuring of industry. 
Firms like Enicom and Mgghatronics 
are the seeds of Japan's industrial fu-: 
ture. They suggest that the country will: 
struggle to remain competitive by«tre 
successful adaptation of process: 
technology to new indutffies, rather 
than by the use of product know-how. 





+ $tructi these cathedrals 
"pcof heavy industry. The roof is 
| as high as that of a Gothic 
nave and the little windows at 
the top admit enough light to 
give the proceedings a p 
tint, burnished by the fire 
from the furnace. But the 
religion required to pro- 
duce Muroran's monument 
has found new, more zea- 
lous converts elsewhere, in 
laces like South Korea and 
razil, which can produce 
bulk steel more cheaply than 
in Japan. 

e proselytisation is hav- 
ing a dramatic effect on the 
biggest steelmaking country 
(after the Soviet Union) and 
the No. 1 steel firm. Nowhere 
more so perhaps than Muro- 





| Muroran 's port: transit terminal and tourist destination. 
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much what is produced, be~ 
cause mangfa@urers will use. 
supple e ment driven by 
reprogrammable software. 
The intricate network of 
electronic signals and come 
ma hat produces a slab. 
of Steel can be used equal- 
ly well to make the latest: 
pharmaceuticals and cera- 
mics. It is the process that 
counts. 
There are five big fac- 
tories chi&tered around 
Muroran's superb natural 
harbour. Only One of them, 
an oil r y, is prospering 
from thë rise in the yen, ob- 
serves the mayor, Hiroshi 
Iwata. He remembers the. 
time a quarter of a century 
ago when each Gay 50 ships 


In future it wgnot matter so 








ran where iron and steel have 
been part of the landscape since 1909 
and where for years they were the main 
employing industries in town. The fac- 
tory is cutting its annual output of raw 
steel from 1.4 million tonnes at present 
to 1 million tonnes by March 1990 and 
the workforce will fall to 2,000 people, 
little more than half its present size. 
This proportion is roughly equivalent to 
the cutback taking place in Nippon Steel 
asa whole. 

A cut in steel output is nothing new 
to Muroran, which has seen a steady 
contraction from its peak of 4 million 
tonnes a year in 1969. But now it means 
the end of the one remaining blast fur- 
pate that produces pig iron for the steel- 
making plant. There were four blast fur- 
na&s 20 years ago. Muroran will no 
longer be able Mygall itself a fully inte- 
grated facility taking in iron ore and coal 





at one end and rolling out ®teMbars and 
coils at the:other. 
Thelext two ed: will test the met- | 


- - 


vived for longer," he says. "Japan has 
no resources and has to survive by im- 
porting from other countries and adding 
value to the materials. Now is the time 
to change our viewpoint and to transfer 
our know-how to the next generation." 


his is already happening, because 

Nippon Steel has started new 
businesses to employ some of those who 
will lose their present jobs as a result of 
the contraction in output. The others 
are being moved to different parts of the 
firm's operations in Japan, and 700 


people will retire. One of the new enter- | 


prises to have risen from the ashes is a 
motley collection of services, from sec- 
urity guards to industrial retraining. But 
two other companies have been spun off 
directly from the operations of the steel 
plant. 

One is called Enicom, designing 
computer software for industrial pro- 
cesses and for linking offices in an inte- 





would pick up Hokkaido coal 
bound for Honshu. Now only a third of 
Muroran’s 109 berths are in use. But the: 
few that are utilised take some of 
Japan's biggest ferries, transporting lor- 
ries to three ports on Honshu's Pacific: 
coast, while container lines connect the 
port with Singapore, South Korea and: 
Hongkong. 

Iwata believeg his town must con- 
tinue to develo as a transit terminal 
and even as a tourist destination. Muro- 
ran would seem the last place to turn it- 
self into a leisure centre. When encoun~ 
tered on a cold, wet day in early spring, 
it resembles one of those dour industriaB 
towns in the north of England, where 
factories belch out white steam into the 
grey sky. But if it becomes another 
Blackpool, they sheuld eventually pres 
serve the steel mill as à son et lumière 
show, an eloquent testament to the ers 
before Japan and the worl& way 
miniaturisedin a microchip. T 

— Nigel Holidwa’ 
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. The Linkage 


—between us and our customers — 

* that's what we are strengthening throughout 
our world-wide business network: 

* providing you with the most comprehensive, 
timely andwgffective financial services. 
= an 





